PUBLISHER’S NOTE

Salem Press is pleased to announce our Starting a
Business: Advice, Fundamentals & Strategies volume, a
meticulously selected and arranged collection of es-
says on the different facets of starting a business
from the ground up, including information on
business fundamentals, finance, law, technology,
staffing, and more.

The economy functions on the backs of businesses
small and large, and each and every business has
gone through, at some point, a start-up process to
get them off the ground. This process can take many
forms, depending on the type of business in ques-
tion, but all share the commonality of founders with
a vision pursuing their goal. Many business owners
find a niche in an existing market in order to pro-
vide a product or service that is currently lacking,
while others invent whole new products and service
points that take the market in a new direction. Inno-
vation is one of many keys to success, and this vol-
ume explores that and the numerous other areas
that potential business owners should consider when
creating their business plan and strategy.

Through nine major sections, this new title takes
a deep dive into subjects such as the history of busi-
ness in the United States, business cycles, basic con-
cepts in finance, the different forms of business
marketing, data and technology (including exten-
sive coverage of artificial intelligence (Al) in the
current business climate), employee engagement,
business on a global scale, fundamentals of business
law, entrepreneurship and business planning, and
much more. With carefully researched content writ-
ten in easy-to-understand language and essay for-
mat, this guide is meant to provide insight on key
topics of concern for all who want to learn more
about the process of creating a business.

Starting a Business: Advice, Fundamentals & Strate-
gies begins with a comprehensive introduction writ-

ten by volume editor Mari Rich that clarifies the
scope of the volume. This is followed by 135 entries
written by experts in the fields of academia, busi-
ness, and finance. Essays are arranged in the fol-
lowing broad categories for ease of navigation:
Foundations; Strategy and Planning; Finance and
Accounting; Marketing and Sales; Operations and
Technology; People and Cultures; Global Business;
Risk, Law and Insurance; and Entrepreneurship
and Growth. Within those categories, readers will
find topics such as types of business organizations,
managing the process of innovation, financial man-
agement in business, brand management, Al and
automation as business tools, diversity in the work-
place, doing business in emerging markets, internet
and online law, and funding new ventures, just to
name a few. Essays begin with key terms and con-
cepts and a brief introduction, followed by a back-
ground on the topic—often segmented into easily
digestible points—and end with a list of reference
sources for readers to explore.

This work also contains helpful appendices, in-
cluding:

* Glossary

* Business Resources

* Small Business Start-up Guides

* Mediagraphy

* Bibliography

* Subject Index

Salem Press extends appreciation to all involved
in the development and production of this work.
Names and affiliations of contributors follow the
Editor’ Introduction.

Starting a Business: Advice, Fundamentals & Strate-
gles, as well as all Salem Press reference books, is
available in print and as an e-book. Please visit
www.salempress.com for more information.
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EDITOR’S INTRODUCTION

Business has always been one of humanity’s most
consequential endeavors. Long before the emer-
gence of modern corporations, stock exchanges, or
supply chains, people produced things of value, ex-
changed goods and services, managed risk, and
built institutions of commerce. The questions peo-
ple grappled with in earlier eras—how to allocate
resources wisely, motivate people effectively, com-
pete fairly, and govern organizations with integrity
—remain as important today as they have ever
been. What has changed, with incredible speed, is
the increasingly complex environment in which
those questions must be answered.

This collection of essays addresses the full sweep
of modern business knowledge. It is designed to
serve as a kind of business atlas: a mapping of the
terrain that any serious student, manager, entrepre-
neur, or policymaker needs to navigate. The essays
are organized into nine sections, moving from the
foundations of business formation and law through
strategy and planning, finance and accounting,
marketing and sales, operations and technology,
people and culture, global business, risk and legal
matters, and entrepreneurship and growth. Taken
together, they constitute a working overview of
business as it is actually practiced in the twenty-first
century.

Business literature has been criticized, some-
times fairly, for lagging behind actual practice. Atti-
tudes in decades past rested on assumptions about
stable industries, predictable labor markets, and
the primacy of shareholder returns. Those assump-
tions no longer hold as reliably as they once did.
The essays collected here treat the contemporary
environment—defined, in part, by artificial intelli-
gence (Al), platform economics, remote and hybrid
work, and a renewed public demand for corporate
accountability—not as a footnote to established
theory, but as the primary context in which all
business thinking now takes place.

The Book’s Structure
Section 1 (Foundations) opens the collection with
some basics. The essays on starting a business,

types of business organizations, American business
history, family businesses, and the legal environ-
ment of business establish the institutional and his-
torical framework within which everything else
operates.

Section 2 (Strategy and Planning) covers the ter-
rain of competitive thinking and organizational de-
cision-making, reflecting the consensus that these
considerations are central to long-term strategy
rather than external factors to be managed
separately.

Section 3 (Finance and Accounting) forms the
quantitative backbone of the collection and give
readers the analytical vocabulary that serious finan-
cial decision-making requires.

Section 4 (Marketing and Sales) addresses these
fields in all their contemporary complexity. Estab-
lished topics such as buyer behavior and brand
management are fully represented, as are newer
challenges such as internet marketing strategies
and the benefits (and perils) of social media.

Section 5 (Operations and Technology) ad-
dresses how organizations produce and deliver
value—and increasingly, how they manage the digi-
tal infrastructure that makes that possible.

Section 6 (People and Culture) may represent the
area whose scope has changed most visibly in re-
cent years. Essays on topics such as remote work
and diversity, equity, and inclusion (DEI) address
realities that were marginal in business education a
decade ago but are central today. The section’s
scope reflects a broad understanding of what it
means to build and sustain a workforce.

Section 7 (Global Business) treats international-
ization as a distinct domain with its own logic and
its own demands. The essays take seriously both the
opportunities and the genuine complexities of op-
erating across legal, cultural, and political systems
that do not always align with one another or with
domestic expectations.

Section 8 (Risk, Law, and Insurance) reflects the
recognition that various risks interact, and that
managing them well requires coordination across
the enterprise. The breadth of the section



FOUNDATIONS

STARTING A BUSINESS: AN OVERVIEW

Terms & Concepts

Business Plan: A written document outlining a
company’s goals, the strategies it will use to
achieve them, and the financial projections and
operational details that support its viability.

Cash Flow: The movement of money into and out
of a business over a given period. Positive cash
flow means more money is coming in than going
out; negative cash flow means the reverse.

Competition: The rivalry between companies that
offer similar products or services or target the
same potential clients or customers.

Corporation: A legally recognized business entity
that is separate and distinct from its owners
(shareholders). A corporation can enter into con-
tracts, own assets, incur debt, and be sued in its
own name.

Crowdfunding: A method of raising capital by so-
liciting small contributions from a large number
of people, typically through an online platform.
Crowdfunding campaigns may offer backers re-
wards, equity stakes, or repayment with interest,
depending on the model used.

Employer Identification Number (EIN): A
nine-digit number assigned by the Internal Rev-
enue Service (IRS) to identify a business entity
for tax purposes. Also known as a federal tax
identification number, an EIN is required for
businesses that have employees, operate as a cor-
poration or partnership, or meet other IRS crite-
ria. It functions for a business much as a Social
Security number does for an individual.

Limited Liability Company (LLC): A business
structure that combines the liability protection of
a corporation with the tax and operational

flexibility of a partnership. Owners, called mem-
bers, are generally not personally responsible for
the company’s debts or legal judgments.

Pain Points: Recurring frustrations, problems, or
annoyances.

Partnership: In business, a formal agreement
where two or more people share ownership of a
business, including its profits, losses, and man-
agement duties. Partnerships are usually gov-
erned by a partnership agreement that outlines
each partner’s contributions, roles, and share of
the business.

Revenue: The total amount of money a business
earns from its normal operations, such as the
sale of goods or services, before any expenses are
deducted. Also referred to as gross sales or the
“top line,” revenue is the starting point for calcu-
lating profitability. It is distinct from profit,
which reflects the amount that remains after
costs and expenses are subtracted.

Small Business Administration (SBA): A U.S.
federal agency established in 1953 to support
the development and growth of small busi-
nesses. The SBA provides resources, including
loan guarantee programs, business counseling,
contracting assistance, and disaster relief
financing.

Sole Proprietorship: The simplest and most
common form of business ownership, in which
a single individual owns and operates the
business.

Venture Capital: Financing provided by profes-
sional investors to early-stage or high-growth
companies in exchange for an equity stake. Ven-
ture capitalists typically target businesses with
significant growth potential and accept higher
risk in pursuit of substantial returns.



Foundations

American Business History

such as clothing, hardware, and household furnish-
ings were expensive to stock and sold infrequently.
Traveling peddlers who moved from town to town,
carrying an assortment of goods that no single ru-
ral store could profitably maintain, provided one
solution.

Peddling, however, had drawbacks. Consumers
were sometimes reluctant to buy from strangers
they would never see again, making trust a persis-
tent issue, and manufacturers had little control
over how their goods were represented or priced
once handed off to a peddler. And when products
were defective, the buyer had no real recourse—the
seller was long gone by the time the defect came to
light. These frictions highlight a foundational
problem in business history: how do you conduct
commerce reliably when buyer and seller don’t
know each other? (Lamoreaux et al., 2003).

Wholesaling and the Infrastructure Revolution
The answer began to emerge with a wave of trans-
portation and communication innovations: the
steamboat, the Erie Canal, the railroad, and the
telegraph. Together, these technologies lessened
the time and cost of moving goods and information

The Baker Library at Harvard Business School. Photo by Ajay Suresh, via Wikimedia Commons.

across the continent, enabling the first genuinely
national markets.

But national markets created new coordination
challenges. Consider the bulk handling of grain by
way of example. Farmers who had once packaged
their wheat individually and paid for door-to-door
delivery found it cheaper to pour loose grain into
railroad cars and elevator bins. The problem was
that combining grain from multiple farmers made
it easy for some to mix inferior material into the
common store, degrading quality and affecting
buyer trust. As markets expanded, informal trust
was replaced by formal institutions. In 1859, Illi-
nois authorized the Chicago Board of Trade to
grade wheat and set prices—an early example of
market regulation by a third-party institution.
When the Board itself proved susceptible to undue
influence, oversight shifted to a Railroad and
Warehouse Commission.

Wholesaling emerged as a neat solution to distri-
bution problems. Wholesalers established regional
and national networks of offices, purchasing from
manufacturers and selling to retailers without be-
ing bound by the personal relationships that had
characterized earlier trade. Their scale and reach



Technical Communication

Starting a Business: Advice, Fundamentals & Strategies

Codification of Law

The business community has long advocated for
uniform commercial laws that work consistently
across state lines. That lobbying effort paid off
most visibly with the Uniform Commercial Code
(UCCQ), a comprehensive body of commercial law
completed in 1952 and subsequently adopted by 49
states (all except Louisiana). The UCC standardizes
the rules governing sales of goods, secured transac-
tions, and negotiable instruments, making it far
easier for businesses to operate across multiple
jurisdictions.

The National Conference of Commissioners on
Uniform State Laws (NCCUSL), which helped draft
the UCC, has also produced more than 200 other
uniform laws, including the Uniform Partnership
Act, the Uniform Limited Partnership Act, and the
Uniform Probate Code. Before these codifications
existed, commercial law varied widely from state to
state, creating uncertainty and friction for busi-
nesses operating at scale. Uniform codes removed
much of that friction and helped lay the legal foun-
dation for a more integrated national economy.

Conclusion
The legal environment of business is vast and con-
stantly evolving. Whether a business owner is navi-
gating a contract dispute, considering going public,
responding to a regulatory inquiry, or simply hir-
ing employees, the law is present at every step.
Criminal, civil, constitutional, statutory, common,
and administrative law each play a role in shaping
how businesses operate and compete.
Understanding the legal foundations of business
is far more than an academic exercise. For entre-
preneurs and business owners. A basic grasp of how
law is made, where it comes from, and how it is ap-
plied provides a meaningful advantage in today’s
complex, highly regulated business environment.

—Sara Rogers

Further Reading

Clarkson, Kenneth and Roger Miller. Business Law: Text
and Cases. Cengage, 2019.

Fried, Charles. Saying What the Law Is: The Constitution in
the Supreme Court. Harvard University Press, 2005.

Katz, Daniel Martin, et al. Legal Informatics. Cambridge
University Press, 2021.
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and E-Commerce Environment. 18th ed., McGraw-Hill
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Wu, Tim. The Curse of Bigness: Antitrust in the New Gilded
Age. Columbia Global Reports, 2018.

TECHNICAL COMMUNICATION

Terms & Concepts

Big Data: Extremely large and complex data sets
that became central to analytics across many in-
dustries in the early twenty-first century.

Communication Loop: The conceptual connection
between a speaker and audience, or a writer and
reader.

Dynamic: Any binding arrangement or relation-
ship that involves two or more parties.

Eye Relief: A page layout approach, in print or on-
line, that uses white space, wide margins, line
spacing, subheads, illustrations, and bullet lists
to make a page visually inviting and easier to
read.

Jargon: Specialized technical language most effec-
tively used when communicating with others in
the same field.

Objective Ear: The skill writers develop to assess
their own work for clarity, economy, and appro-
priateness for a given audience.

Platform: A linked system of information or data
maintained by a single company or entity.

Syntax: Sentence structure.

Overview
“Technical communication” refers to the processes
through which a business gathers, produces, and
shares information critical to its operations. The
term tends to call to mind CAD blueprints, lines of
code, financial spreadsheets, or engineering speci-
fications, but in practice, it covers nearly everything
a business puts into words: training manuals, cus-
tomer service scripts, website copy, policy docu-
ments, job descriptions, contracts, how-to guides,
and the many emails and reports that circulate in
an organization every day.

Businesses run on information. Employees need
it to do their jobs; managers need it to make



FINANCE & ACCOUNTING

BASIC CONCEPTS IN FINANCE

Terms & Concepts

Asset: Any economic resource owned by a business,
institution or individual that has commercial or
exchange value.

Asset Valuation: The method for determining the
net value of an asset.

Bond: Any debt security that obligates the issuer to
pay the bondholder a designated amount of in-
terest at specified intervals and to repay the full
amount of the loan at maturity.

Certificate of Deposit: A debt instrument issued by
a bank that usually pays interest.

Compound Interest: Interest that was earned on
principal plus interest that was earned earlier.

Debt: The generic name for bonds, notes, mort-
gages and other forms of paper that designate
amounts owed and payable on specific dates or
on demand.

Defined Benefit Pension Plan: A plan that agrees
to pay a predetermined amount to each person
who retires after a certain number of years of
service.

Defined Contribution Plan: A pension plan where
the contribution amount is set at a specific level
while benefits vary depending on the return of
investments. In some plans such as a 401(k),
403(b) and a 457, employees make voluntary
contributions into a tax deferred account which
may or may not be matched by employers.

Financial Planning: The analysis of personal fi-
nancial circumstances and the design of a pro-
gram to meet financial needs and objectives.

Government Securities: Securities issued by U.S.
government agencies—also called agency securi-
ties. Although these securities have high credit

ratings, they are not the same as Government
Obligations such as Treasury securities and are
not backed by the full faith and credit of the U.S.
Government.

Investment: The use of capital to generate more
money through either income producing outlets
or through risk-oriented ventures meant to re-
sult in capital gains.

Interest: Cost of using money, conveyed as a rate
per specific period of time, usually one year,
which is known as an annual rate of interest.

Individual Retirement Account: Also known as an
Individual Retirement Arrangement or IRA that
is a personal tax-deferred retirement account
that an employed person can set up with maxi-
mum annual deposits.

Money Market: The market for the issuance pur-
chase and sale of short-term debt instruments.
Money Market Deposit Account: Market sensitive
bank account that has a minimum balance re-

quirement ($1,000), limits checks to 3 per
month, and the funds for these accounts are con-
sidered liquid.

Money Market Fund: Open-ended mutual fund
that invests in commercial paper, government
securities, certificates of deposit and other highly
liquid and safe securities and pays money market
rates of interest.

Mutual Fund: Funds owned and operated by in-
vestment companies that raises money from
shareholders and invests in stocks, bonds, op-
tions, or money market securities. The funds of-
fer investors the advantage of diversification and
professional money management.

Real Estate: A piece of land and all physical prop-
erty related to it, including houses, fencing,
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Finance & Accounting

By: Time Series

Averaging Models

Averaging models address the fragility of naive
forecasting by spreading the prediction across sev-
eral time periods rather than relying on just one. A
simple average might forecast next month’s sales as
the mean of the past six months. A moving average
updates that calculation continuously, always in-
cluding the most recent period and dropping the
oldest, so the forecast stays current.

A weighted moving average goes further by as-
signing more importance to certain time periods
than others. If you introduced a redesigned prod-
uct three months ago, for instance, you might
weigh those three months more heavily on the as-
sumption that they better reflect current market
conditions than data from before the change. Ex-
ponential smoothing is a related approach that as-
signs exponentially decreasing weights to older
data, giving recent observations greater influence
on the forecast.

Autoregression
Autoregression predicts future values of a variable
from its own past values. Instead of treating other

variables as predictors, it treats time-lagged ver-
sions of the same variable as independent factors.
This approach is particularly effective for capturing
both seasonal and cyclical patterns embedded in
the data.

ARIMA: A Powerful Integrated Approach

The ARIMA model, also known as the Box-]Jenkins
model, combines autoregressive and moving-aver-
age techniques into a single integrated framework.
It is one of the more sophisticated options avail-
able, and it often produces better results than ei-
ther approach used alone. One of its practical ad-
vantages is that it can help determine how far back
in time your data needs to go to make a reliable
prediction, and how much weight to assign to each
past observation.

Autocorrelation: A Pitfall to Watch For

One complication that can undermine regres-
sion-based forecasts is autocorrelation, which oc-
curs when the error terms in a model are not inde-
pendent but are systematically related. When this
happens, the model may appear more accurate

TIME SERIES ANALYSIS

DATA POINTS OVER TIME

TRENDS

PASSING DATES

Image via iStock/VectorMine. {Used under license.]
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Enterprise Resource Planning

Starting a Business: Advice, Fundamentals & Strategies

* Substantial cost savings

 Improved data transparency across the organi-
zation

e Better integration with satellite and partner
systems

At the same time, organizations considering ERP
should weigh the real challenges involved:

* Substantial upfront costs, including licensing
and consulting fees

e Risk of eroding competitive advantage if pro-
prietary processes are standardized away

» Potential loss of flexibility if the system cannot
be customized to meet specific needs

» Dependence on the vendor for ongoing main-
tenance and support

» Complexity and risk involved in replacing ex-
isting legacy systems

e The possibility that available ERP options are
too generic to serve a specialized industry well

ERP Solutions in Today’s Organization

ERP has been a widely accepted business practice
since the 1990s. Vendor-supplied ERP systems
made it possible for companies to integrate many
core functions that are common across industries,
regardless of sector. Human resources, accounting,
and project management are examples of adminis-
trative functions that organizations in industries as
different as manufacturing and insurance tend to
share. These back-office functions have been
among the most successfully standardized by ERP
vendors.

The other major dimension of an ERP system in-
volves core business processes, which vary consider-
ably depending on the nature of the industry. This
is where the tension between generic and special-
ized functionality has been most pronounced. Ma-
jor ERP vendors such as SAP and Oracle have faced
ongoing pressure to serve increasingly specialized
industries with products that were originally de-
signed with more general use in mind. Among the
challenges vendors have navigated:

e Making their suites fully web serviceable

* Adapting to service-oriented architecture,

which repositioned ERP from a core applica-
tion to one component within a broader system
architecture
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Purchasing

Image via iStock/ananaline. [Used under license.]

e Competing with cheaper offshore vendors ca-
pable of offering more customized, lower-cost
alternatives

e Unbundling ERP into split models, with ge-
neric offerings for common functions like ac-
counting and HR, and specialized services
delivered through middleware

Large organizations with significant resources
have been best positioned to build layers of middle-
ware and custom applications on top of their ERP
backbones, which gives them considerable flexibility.
Smaller companies tend to rely more directly on
vendor-supplied systems and depend on vendor up-
grades for new functionality. As more small and me-
dium-sized enterprises adopt ERP, vendors are
responding with more middleware options to sup-
port customization at that scale.

The Future of ERP Systems

The costs of ERP implementation are well docu-
mented and include not just the initial software
purchase but ongoing maintenance, upgrades,
training, and IT support. For many organizations,
ERP serves as the core process infrastructure. For
others, it functions as a backbone within a larger
service-oriented architecture. Either way, the in-
vestment is significant, but the potential return in



ProriE & CULTURE

COMMUNICATIONS IN THE
WORKPLACE

Terms & Concepts

Active Listening: An approach to improving com-
munication in which the receiver of a message
works to better understand what is being said,
forms a response based on that understanding,
and replies in a way that confirms or clarifies the
message.

Body Language: The communication of thoughts
or feelings through physical expression—pos-
ture, gesture, facial expression, or other move-
ments. Body language may reinforce or contra-
dict what someone says out loud.

Communication Barriers: Anything that gets in
the way of a clear, unambiguous exchange be-
tween two people. Barriers include differing per-
ceptions, filtering, language differences, jargon,
and ambiguity.

Culture: The basic shared assumptions, beliefs,
norms, and values held by a group of peo-
ple—consciously or not.

Diversity Training: A program designed to help
employees work more effectively with people
from different backgrounds, by building under-
standing of their values, assumptions, and com-
munication styles.

Feedback: Information a person receives about
their behavior or its effects on others.

Filtering: The selective removal of certain types of
information (often negative or emotionally
charged content) from a message before it is
sent.

Jargon: Technical language, acronyms, or special-
ized terms unique to a particular group or

organization that may not be understood by
outsiders.

Johari Window: A model of interpersonal commu-
nication that uses disclosure and feedback to re-
duce barriers and expand open, honest commu-
nication between people.

Nonverbal Communication: Communication that
does not rely on words. This includes gestures,
facial expressions, tone of voice, body language,
posture, dress, and physical distance from the
other person.

Organizational Culture: The shared assumptions,
values, and beliefs that shape how people behave
within a particular organization.

Overview
No matter how strong your technical skills or how
innovative your ideas, none of that matters much if
you can’t communicate clearly with the people
around you. In virtually every type of organization,
the ability to exchange information effectively with
colleagues, supervisors, employees, customers, and
vendors is essential to getting things done. Yet
clear communication is harder than it looks. Mis-
understandings arise constantly, shaped by every-
thing from personal assumptions and cultural
background to the specific words we choose.
Communication is the process of transmitting
information between two or more people. While
we often think of it as a verbal exchange, commu-
nication also happens through writing and
through nonverbal signals such as body language,
facial expressions, tone of voice, and even silence.
It can be intentional (a memo announcing a new
policy) or unintentional (an employee who consis-
tently turns in assignments late may be sending a
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Health Insurance
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broad shift away from paternalistic benefit manage-
ment toward employee empowerment has placed
more responsibility on workers to select among
benefit plan options. Newer plan designs, includ-
ing flexible spending accounts and defined contri-
bution arrangements, give employees more choices
and more responsibility. Benefits administration is
increasingly managed through self-service digital
tools, including human resource information sys-
tems and online benefits portals.

Employers have also responded to demographic
changes, including a larger share of working par-
ents and single-parent households, by moving away
from uniform benefit packages and offering a
wider range of plans tailored to a more diverse
workforce.

Health Benefit Plan Financing

Health benefit plans are funded through employer
contributions, employee contributions, or some
combination negotiated through bargaining and

plan agreements. Variables affecting how plans are
financed include government regulations, organi-
zational resources, plan enrollment, and coverage
decisions. Employers typically use one of four main
financing approaches: pooling, self-funding, cap-
tive insurance, or voluntary employee beneficiary
associations (VEBAs). The federal government reg-
ulates plan financing to protect workers and their
families, using tax exemptions to encourage certain
approaches and penalties to discourage others.

Costs of Employee-Sponsored Health Insurance
Despite the significant investment employers make
in health benefits, research has consistently found
that most employees do not fully understand the
costs associated with their coverage. The Interna-
tional Foundation of Employee Benefit Plans,
which promotes employee benefit education, ar-
gues that workers who understand the true value of
their benefits are more productive and more will-
ing to share in the cost of coverage.

Photo via iStock/teekid. [Used under license.]
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Risk, Law & Insurance

Labor Relations Law

Early Labor Statutes

The Clayton Act

The Clayton Act of 1914 was a direct response to
growing pressure on the federal government to
clarify the position of organized labor under anti-
trust law. It declared that human labor is not a
commodity or article of commerce, and stated ex-
plicitly that labor organizations and their activities
should not be construed as illegal combinations in
restraint of trade. This was a landmark shift: for
the first time, federal law drew a clear line between
business monopoly and workers joining together to
advocate for themselves.

Railway Labor Act

Passed in 1926, the Railway Labor Act established
procedures for collective bargaining and prohib-
ited discrimination against emerging unions. It
originally applied only to interstate railroads; it was
extended in 1936 to cover the airline industry, and

i
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Plague on the exterior of 1099 14th Street NW in Washington, D.C., the NLRB headquarters as of 2013. Photo by Geraldshields11, via Wikimedia

it continues to govern labor relations in both sec-
tors today. For businesses in transportation or
logistics, the RLA remains a key reference point.

Davis-Bacon Act

Enacted in 1931, the Davis-Bacon Act required that
federal construction contracts specify minimum
wages to be paid to workers employed under those
contracts. It established the principle that federal
contracting dollars should not be used to undercut
local prevailing wages, a standard that remains in
force and is frequently updated by the Department
of Labor.

Reforms in Labor Law

Historically, the law was not sympathetic to collec-
tive action by workers. Strikes, picketing, and work
stoppages were sometimes treated as criminal con-
spiracies or violations of antitrust law. As public
sentiment shifted, employers pivoted to civil
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ENTREPRENEURSHIP & GROWTH

BEHAVIORAL ECONOMICS

Terms & Concepts

Anchoring: The tendency to latch onto the first
number or piece of information encountered
and adjust from it, even when that starting point
is arbitrary.

Availability: The tendency to judge how likely
something is based on how easily an example co-
mes to mind. Vivid or recent events can distort
perceived risk.

Behavioral Economics: A field that combines psy-
chology and economics to study how people ac-
tually make decisions, as opposed to how classi-
cal economic models assume they should.

Choice Architecture: The way options are struc-
tured and presented, which powerfully influ-
ences what people actually choose regardless of
their stated preferences.

Default Effect: The tendency for people to stick
with whatever option is pre-selected, making de-
faults a powerful tool in choice design.

Heuristics: Mental shortcuts people use when
making judgments under uncertainty. Efficient
in most situations, but prone to predictable blind
spots.

Illusion of Validity: The feeling of confidence in a
judgment or prediction that isn’t supported by
actual predictive accuracy.

Libertarian Paternalism: Richard Thaler’s term
for designing choice systems that guide people
toward better decisions (e.g., through defaults)
while preserving their freedom to choose
otherwise.

Loss Aversion: The principle underlying Prospect
Theory: losing a given amount hurts more than
gaining that same amount feels good.

Prospect Theory: The finding that people evaluate
outcomes relative to a reference point, and that
losses feel more painful than equivalent gains
teel pleasurable.

Representativeness: The tendency to judge likeli-
hood based on how well something matches a
mental stereotype or prototype, rather than on
actual probability.

Overview

Most people prefer to think they make rational de-
cisions: weighing options, calculating costs and
benefits, and choosing the path that serves them
best. Classical economics was built on exactly that
assumption. But anyone who has ever im-
pulse-bought something they didn’t need, avoided
opening a credit card bill, or ordered the dessert
they swore they wouldn’t touch knows that real hu-
man decision-making is far messier than any tidy
economic model would predict.

That gap between how people should behave
and how they actually behave is the territory of be-
havioral economics, a field that blends psychology
and economics to understand the real mechanics of
human choice.

The Genesis of the Field
The story of behavioral economics is largely the
story of two brilliant, argumentative friends: psy-
chologists Daniel Kahneman and Amos Tversky. Be-
ginning in the early 1970s, they became fascinated
by the systematic ways people’s thinking goes wrong:
not randomly, but in predictable, recurring patterns.
Their collaboration deepened in the mid-1980s
when economist Eric Wanner, the director of the
Russell Sage Foundation, a social-science think
tank, had the idea to bring psychologists and
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GLOSSARY

5G: The fifth generation of mobile network technology,
offering dramatically faster speeds, lower latency, and the
capacity to support a vastly larger number of connected
devices than its predecessors. 5G is enabling new
applications in manufacturing, logistics, healthcare, and
other industries.

A/B Testing: A controlled experiment comparing two
versions of something (a webpage, email, or product
feature) to determine which performs better. A
foundational tool in digital marketing and product
development.

Absolute Advantage: A situation in which one producer
can create a good or service more efficiently than
another, yielding greater output from the same amount
of resources.

Acceptable Use Policy (AUP): A written policy, typically
developed with input from human resources, information
technology, and legal counsel, that defines what
constitutes appropriate and inappropriate use of
company internet resources during the workday.

Account-based Marketing (ABM): A B2B strategy that
concentrates sales and marketing resources on a clearly
defined set of target accounts, creating personalized
campaigns designed to resonate with each account rather
than a broad audience.

Accounting Audit: The external review of a company’s

financial statements and the internal examination of its

financial records and related documentation, conducted
to assess accuracy, reliability, and compliance.

Accounting Methods: The rules for reporting income
and expenses.

Accounting: The systematic practice of recording,
verifying, and communicating an organization’s financial
information. Accounting work includes logging
transactions, maintaining financial records, conducting
internal audits, and reporting results to relevant
stakeholders.

Accounts Payable: A financial account for paying debts
owed to suppliers and others.

Accounts Receivable: Amounts owed to a business by
customers who have purchased goods or services on
credit; managed through billing, collections, and
payment processing.

Acquisition (Takeover): The purchase or exchange of
stock that gives one entity control over another business,
either through a friendly agreement or a hostile
maneuver.

Active Listening: An approach to improving
communication in which the receiver of a message works
to better understand what is being said, forms a response
based on that understanding, and replies in a way that
confirms or clarifies the message.

Actual Authority: Power conferred upon an agent by
actual consent given by the principal.

Adaptation Model: A school of thought holding that
advertising must be tailored to local cultural differences
in order to succeed in international markets.

Adjourning: The final stage of team development, in
which members break apart from the team to return to
their normal duties and take time to evaluate the team’s
performance.

Administrative Law: The branch of public law created by
administrative agencies. Administrative agencies create
rules, regulations, and orders, and serve as the primary
interpreters and enforcers of business regulatory
schemes.

Advertising Strategy: A plan to call public attention to a
business, typically for the purpose of selling products or
services, through media such as print, broadcast, digital,
or social platforms.

Advertising: Non-personal communication used by a
business to persuade potential customers to buy its goods
or services. Advertising may be done through any
number of media including television or radio;
newspapers, magazines, or other publications; direct
mail; billboards; catalogs; or the Internet.

Advisors: Investment banks, deal managers, lawyers, and
accountants who play various roles in advising and
negotiating M&A transactions.

Advocacy Publications: Print or digital media outlets
that take an explicit position on a specific issue or
champion the interests of a defined group. Common
focus areas include the environment, politics, race,
business, international relations, immigration, and labor.

Affirmative Action: A set of policies and practices
designed to advance equal employment opportunity
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BUSINESS RESOURCES

ALABAMA

U.S. Small Business Administration

The Small Business Administration is a federal govern-
ment department that provides a comprehensive collec-
tion of resources for potential small business owners, in-
cluding, but not limited to, start-up Kkits, information on
financing, laws, and regulations. The main SBA district
office in Alabama is located at:

2 North 20th Street, Suite 325
Birmingham, AL 35203
Phone: (205) 290-7101
www.sba.govdistrict

Alabama Small Business Development Center Network
This site, sponsored by participating educational institu-
tions, provides information on a vast majority of topics
for the potential small business owner. Information on
state, regional, and country economic and industry
trends is available. Additionally, the site offers a down-
loadable guide, “Startup Checklist & Financial Feasibil-
ity,” for running a small business in Alabama. The net-
work hosts ten Small Business Development Centers at
the participating universities across the state, and three
specialty programs that service all counties in Alabama,
located at the University of Alabama.

More information can be found at: www.asbdc.org

Small Business Division

A division of the Alabama Business Development Divi-
sion, the Small Business Division works with small busi-
ness owners and those starting a small business to iden-
tify local, state, and federal resources to facilitate growth.
The site provides access to small-business incubator pro-
grams across Alabama that offer workspace for fledgling
businesses, along with administrative support, loan pro-
grams, and continuing education courses relevant to
small-business owners.

More information can be found at:
www.madeinalabama.com/business development/small-
business

ALASKA

U.S. Small Business Administration

The Small Business Administration (SBA) is a federal
government department that provides a comprehensive
collection of resources for potential small business own-

ers, including, but not limited to, start-up kits and
information on financing, laws, and regulations. The SBA
district office in Alaska is located at:

420 L Street, Suite 300
Anchorage, AK 99501
Phone: (907) 271-4022

www.sba.gov

State of Alaska

The state of Alaska provides a business support website
that contains many links and resources about conducting
business in the state. These links cover a range of indus-
tries, from the seafood and sport fishing industries to the
railroad industry, and provide information on topics such
as business development in rural areas, business licenses,
and unemployment assistance.

More information can be found at:
alaska.gov/businessHome.html

SCORE

SCORE (Service Corps of Retired Executives) is a nation-
wide volunteer organization of small business experts
that offers free management counseling. The organiza-
tion has one chapter in the Fairbanks area. The associa-
tion is a partner of the SBA and provides mentoring and
business advice, both online and face-to-face. SCORE
also offers workshops on various aspects of business own-
ership, including finance and marketing.

More information can be found at: alaska.score.org

Alaska Department of Labor & Workforce
Development

This site has a vast array of useful information for both
employers and employees. Information on statewide and
regional employment and unemployment is available.
There are also quick links to data on population, wages,
unemployment benefits, and economic trends.

More information can be found at: labor.alaska.gov

Alaska Small Business Development Center

The Alaska Small Business Development Center (SBDC)
provides free consulting services and low-cost educational
programs to entrepreneurs looking to start or grow their
small business. The website contains many resources, in-
cluding virtual tools for entrepreneurs and small business
owners and a collection of success stories from various
small business owners. The Alaska SBDC also provides
confidential, one-on-one sessions in the areas of manage-
ment, marketing, sales, finance, accounting, and other
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SMALL BUSINESS START-UP GUIDES

These helpful state-by-state guides provide a small business overview for each state, information on licensing and permitting, local data
on financing, tax information and incentives, small business support and development organizations, and other local small business
development information and resources.

A sample Small Business Start-up Guide is printed here, for the state of Alabama. Please visit the online version of this book, at
hitps://online.salempress.com/doi/book/10.3331/StartBiz, to download the Small Business Start-up Guide for your state.

Small Business Overview
In 2023, the population of Alabama was estimated at 5,108,468, with a median house-

hold income of $59,609 per year (2018-2022). As of 2023, small business made up 99.4
percent of Alabama’s employers and provided jobs for 818,235 people. Small
businesses created 23,841 net new jobs in Alabama in 2019, and the health care and
social assistance industry was the state’s largest small business employer in 2020. In
the fourth quarter of 2019, Alabama grew at an annual rate of 2.4 percent, but the
unemployment rate rose from 3.2 percent in April 2019 to 12.9 percent in April
2020. By comparison, the United States had a growth rate of 2.1 percent during the
fourth quarter of 2019, and unemployment increased from 3.6 percent to 14.7
percent from April 2019 to April 2020.

Business QuickFacts

Alabama USA
Total employer establishments, 2021 103,514" 8,148,606
Total employment, 2021 1,719,114" 128,346,299
Total annual payroll, 2021 ($1,000) 86,921,205" 8,278,573,947
Total employment, percent change, 2020-2021 -3.3%" -4.3%
Total nonemployer establishments, 2021 374,390 28,477,518
All employer firms, 2017 68,829 5,744,643

1. Includes data not distributed by county.
Source: US Census Bureau, 2021

Alabama Business Facts

Number of Businesses 2020
Small employers (<500 employees) 72,106
Large employers (500+ employees) 2,538
Nonemployers 350,480

Source: US Census Bureau, 2020, and US Small Business Admin., Office of Advocacy, 2023
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MEDIAGRAPHY

The below list is not intended to be all-encompassing, but rather to highlight noteworthy and recent documentaries discussing business

foundations, real-world examples, and financial matters.

American Factory

Directors: Steven Bognar and Julia Reichert

Date: 2019

A Chinese billionaire opens a factory in an abandoned
General Motors plant near Dayton, Ohio, hiring two thou-
sand American workers. Filmed between February 2015
and December 2017, initial optimism fades as setbacks
emerge. The film focuses on the contrast between work-
ing-class America and high-tech China. The film won the
Academy Award for Best Documentary in 2020.

The Art of Investing

Date: 2020

Business school professor and portfolio manager, John
Longo, conducts viewers through the life stories of over
30 men and women who have built spectacular fortunes
through investing. Each story focuses on a single ap-
proach, such as value stocks, growth stocks, mutual funds,
and hedge funds. The careers of some of the world’s
most successful traders are covered.

Becoming Warren Buffett

Durector: Peter W. Kunhardt

Date: 2017

The HBO documentary depicts the life and career of Amer-
ican business mogul and philanthropist, Warren Buffett. In
a series of interviews, Buffet reflects on his upbringing in
Nebraska, his early interest in mathematics and investing.
The film also features interviews with Buffet’s wife, Susan,
and his longtime business partner, Charlie Munger, as well
as friends, family members, and colleagues.

Capital C

Directors: Timon Birkhofer and Jorg M. Kundinger
Date: 2014

The first feature-length documentary on the subject of
crowdfunding and the community forged in the digital
age. The film focuses on the aspirations and uncertain-
ties of independent creators. Over a three-year period,
we follow the stories of an artist, a knitter, and a video
game designer.

Diane von Furstenberg: Woman in Charge

Directors: Trish Dalton and Sharmeen Obaid-Chinoy
Date: 2024

This Hulu documentary centers on the life and career of
Diane Von Furstenberg, who made her mark in a largely

male-dominated industry and built a multi-million-dollar
fashion empire.

Dream, Girl

Director: Erin Bagwell

Date: 2016

The film focuses on five ambitious female entrepreneurs,
highlighting the challenges that arise when starting a
business, including financing and personal relationships.

Dog Days

Directors: Laura Waters Hinson and Kasey Kirby

Date: 2013

The film follows Coite Manuel as he begins to build his
dream business after losing his job during the recession
of 2009. The documentary captures the challenges
Manuel faces as he attempts to to revive Washington,
D.C.’s hotdog vending community.

The Entrepreneur’s Toolkit

Date: 2023

This 24-episode series teaches fundamentals of starting a
business and how to overcome the challenges any suc-
cessful venture may face.

How to Build a Billion Dollar Brand: The Naked
Diablo Story

Director: Nathan Taupez Scinto

Date: 2025

This documentary follows the Fitzpatrick family as they

navigate global entrepreneurship and international mar-

kets the likes of Dubai, Europe, and Central America.

The film documents the family’s efforts regarding brand

awareness and distribution partnerships.

How to Build a Thriving Workplace

Date: 2020

Professor Beth Cabrera, organizational psychologist and
senior scholar at the George Mason University Center for
the Advancement of Well-Being, provides a guide to cre-
ating the best possible work environment for employees.
In 12 episodes, learn how to identify and implement sim-
ple, inexpensive changes to improve employees’ work en-
vironment and positively impact the company’s bottom
line.
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