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[A short video of Chris MacDonald welcoming students to the lesson]

Slide 5 - What is Critical Thinking?
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What is critical thinking? 

Critical thinking is the systematic evaluation or formulation of beliefs or statements by rational standards.

It's a matter of figuring out what you should believe. 

Another way of thinking of it is that critical thinking is the study of clear and unclear thinking.

Slide 6 - Why is Critical Thinking important to Entrepreneurship
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So why is critical thinking so important to entrepreneurs?

Well, entrepreneurship involves taking an idea and developing it into a business, and that's not an easy thing.

So it's important to be able to critically analyze what needs to be done to establish a new business.

Slide 7 - Entrepreneurs need to think critically about questions like…
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Entrepreneurs need to think critically about questions like, is there a demand for this product?

 How can this project be financed? Where should we locate our business?

What are our long-term goals? Should we get a patent? Who will our key competitors be?

Slide 8 - Video Vignette 1
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Watch the following video:

Critical Thinking: Module 8 - Vignette 1
Slide 9 - Think about what you just saw.
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Think about what you just saw. 

If you were making a pitch to a potential investor, what would you choose to tell them in order to help convince them?

Slide 10 - Impressing Potential Investors
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Well, let's talk about the process of impressing potential investors. 

One of the principal challenges for entrepreneurs is to find investors and to convince them to invest.

Now, every entrepreneur thinks their idea is a great one, but a smart investor's job is to be hard to impress, to think critically, and to ask hard questions. 

That's the investor's job.

Slide 11 - The entrepreneur who thinks critically…
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Now, the entrepreneur who thinks critically will want to anticipate the potential investor's tough questions.

So consider -- what reasons do you think an investor would find convincing and how would you structure those reasons into your pitch? 

So you need to think critically because potential investors certainly will. 

Slide 12 - What factors would an investor want to hear about?
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Well, what factors would an investor want to hear about? 

Well, some of them might include things like, are there competing products? 

What are the customer demographics? What's the potential market size?

Have you protected your intellectual property? Who's on your team? What other sources of funding do you have?

So consider -- which of these factors would be crucial in getting you to invest in the startup company?

Slide 13 - Another example
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Here's another example of the role of critical thinking.

One of the key skills an entrepreneur needs to succeed is to be able to determine which idea to develop.

You may have lots of ideas, but which one of them is the one that's going to lead to success?

Ideas are frankly relatively cheap. The problem is sorting through them to figure out which one will be the idea. 

Most people don't know how to make that decision, so entrepreneurs need strong business skills, but they also need good critical thinking skills. 

Slide 14 - Critical Thinking when creating Financial statements
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So what's the role of critical thinking in evaluating entrepreneurial ideas?

Well, consider this -- how would you give appropriate consideration to each of the following factors? 

In evaluating a particular business idea, how would you evaluate things like the costs of labor?

What would be the role of manufacturing costs in your decision? How about the originality of the product? 

How about the potential for revenue in the short run and long run? What about the details of the business plan?

It's important for entrepreneurs to constantly ask, how will this decision affect the development of the business and what factors should go into this decision? 

Slide 15 - The key: how do you make your decisions?
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The key really is this -- how do you make your decisions?

Obviously, each option needs to be evaluated because not all options are equally good.

And when it comes to evaluating options, experience helps, judgment matters a lot, but critical thinking is essential.

Slide 16 - The challenge of Critical Thinking
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So the challenge of critical thinking is basically this -- can we reason our way toward better answers to important questions that are going to help our new businesses succeed? 

And can we at least become more aware of the challenges we'll face along the way?

Slide 17 - Self-test 1
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What is critical thinking?

A) The formulation of critical statements.

B) The systematic study of formal methods of criticism.

C) The systematic evaluation or formulation of beliefs, or statements, by rational standards.

D) The assessment of which elements of a business plan are critical to success.

What is your answer?
The correct answer is: the systematic evaluation or formulation of beliefs, or statements, by rational standards. 

Slide 18 - If we’re thinking critically…

[image: image16.jpg]If we’re thinking critically...

» We don’t accept
answers just because
they’re given to us.

» We only accept an
answer if it's backed by
good reasons, presented
through strong

argument.
odi2 T — Critical Thinking for Business and Beyond:
wSHooLor (EADERS B BENTRE Lesson 8: “Critical Thinking in Entrepreneurship’

Prof. Chris MacDonald, Ph.D.




Slide notes

If we are thinking critically, we don't accept answers just because they're given to us or just because they seem obvious.

We only accept an answer if it's backed by good reasons presented through strong argument.

Slide 19 - What is an Argument?
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Now, what is an argument? In critical thinking terms, an argument is not a debate. 

It's not a disagreement between two people.

Argument is a term used by critical thinkers to describe the process of organizing claims together that are designed to convince an audience to accept a point of view.

Slide 20 - The two basic parts of an argument are premises and conclusions:
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Now, the two basic components of an argument are premises and conclusions.

Premises are the reasons that are used to convince others to accept the argument's conclusion.

And the conclusion is the point or points of view that the arguer is trying to get his or her audience to accept.

Now, the two basic parts of an argument are premises and conclusions, and premises are the reasons that are used to convince others to accept the argument's conclusion. 

Conclusions are the point or points of view that the arguer is trying to get his or her argument to accept.

Slide 21 - Argument Structures
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Now, it's important to think of arguments in terms of structure.

Arguments are not just fuzzy clusters of ideas. An argument has structure. 

So the question here is, how do the premises work to support the conclusion?

Slide 22 - To better see the structure of an argument…

[image: image20.jpg]To better see the structure of
an argument...

Diagram it!

odi2 T — Eritical ghigkitng Ifgl:_l;]BtIJ(sinessEand Beyond:h
SCHOOLOF 1 esson 8: “Critical Thinking in Entrepreneurship”
WALERENT DIV | LEADERSHIP CENTRE Prof. Chris MacDonald, PhD.




Slide notes

Well, one way to better see the structure of an argument is to diagram it.

Now, in various aspects of life, there are all kinds of diagrams that we use for all kinds of purposes. 

The method we're going to use here is a simple flow chart diagramming method that will help you understand the internal structure of an argument, either your argument or someone else's.

Slide 23 - One simple argument diagramming method
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So here's one simple diagramming method. We're going to use squares to represent the premises or the reasons given as part of the argument.

We're going to use arrows to show the flow of logic from premises to conclusion.

And we'll use a circle to represent our conclusion, our main point.

Slide 24 - Simple argument 
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Here's an example. Here's a simple argument. 

Samir hasn't been able to keep up with demand for his product. Therefore -- here's my conclusion -- he should expand production. 

Now, to keep things straight in my head, I'm going to underline the conclusion. 

So I keep track of where it is. And then I'm going to number the parts of the argument.

There's claim one. Samir hasn't been able to keep up with demand.

And then claim two, the conclusion, he should expand production.

Now, to diagram it, I draw a square to represent the premise, an arrow to show the flow of logic, 

and a circle to show the conclusion, and I number the parts appropriately. 

Slide 25 - Slightly more complex
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Here's a slightly more complex one.

There's already a lot of buzz for our product and we will have an advantage if we launch before our competitors, so I think it's time to take our product to market.

Again, I'm going to underline our conclusion to keep clear because it's always good to keep clear in your head what the main part of the argument is.

And then I'm going to number the parts -- claim one, claim two, and claim three.

Next, I'm going to diagram it. This time, I'm going to start, and this is really best practice, to start by diagramming the conclusion,

 put the conclusion at the bottom of the page, and then draw in the premises and the arrows representing the flows of logic.

So this argument you can see has two premises, two reasons, both lending some support to the conclusion that it's time to take the product to market.

Slide 26 - Argument Diagrams are useful to...
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Now, argument diagrams are useful for a range of reasons. They can help us explain our point. They can help us simplify and clarify. They can demonstrate the complexity of our argument. They can help us identify weaknesses and identify the strengths of our argument. So, for example, here's a moderately complex argument. How can this diagram help us identify the argument's strengths? Well, notice one thing we see, one strength this argument has is that it has several premises leading to the conclusion. It has several different starting points lending support to its conclusion. So even if someone convinced me that premise one was wrong -- maybe it's based on faulty data -- I still have two other premises involved making use of an entirely separate flow of logic to support the conclusion. So the conclusion might still be well-supported. But the diagram can also show a certain kind of weakness. Look at the way the diagram shows that premises two and three are relying upon each other. They're working together as joint premises in support of the conclusion. This means that if that flow of logic, if someone demonstrates to me that two and three together don't really lead to premise four, to conclusion four, then two and three become altogether useless. So it shows that those two travel together and they stand or fall together.

Slide 27 - If you want to persuade…
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Now, you don't have to diagram every argument you put forward.

The point here is really just to show you that if you want to persuade either your customers or your potential customers, your clients, your investors, or the members of your own team, you need to be clear first about what your own reasons are and the argument that strings them together in support of your conclusion.

Slide 28 - Self-test 2
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The conclusion of an argument is...

A) Represented by a square in an argument diagram.

B) The reason that is being given to accept the argument’s main point.

C) The point of view that the arguer is trying to get the audience to accept.

D) A set of interrelated claims designed to convince an audience to accept a point of view.

What’s your answer?

The correct answer is: the point of view that the arguer is trying to get the audience to accept.

Slide 29 - Critical Thinking is the Study of Good Reasoning
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As we've already pointed out, critical thinking is the study of good reasoning, and good reasoning requires that an entrepreneur avoids certain well-known errors of reasoning.

Slide 30 - Argumentative Fallacies
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One type of error are what are known as argumentative fallacies.

Fallacies are flawed types of arguments that are so common we've given them names.

There are lots of these and you can look up lots of them online. We'll look at just a few here. 

Slide 31 - Argumentative Fallacy 1: Slippery Slope Argument
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The first fallacy we'll look at is called the slippery slope argument.

Now, a slippery slope argument, an argument that falls prey to this fallacy, is an argument that suggests that one of the options available to you is liable to lead to a chain of events that will eventually inevitably end up in some very bad outcome.

The error here is that not all slopes are actually slippery. 

Not every initial step inevitably leads to some disastrous outcome at the end.

Slide 32 - Argumentative Fallacy 1: Slippery Slope Argument
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Here's an example. After Dawa's new app that can turn household items off and on by phone is developed, her marketing manager suggests that a free one month trial period be made available to potential customers, but Dawa is troubled.

If the trial period is popular, they might want to extend the period for a second month and then another and then another.

If we offer for a free now, then the next thing we know, we'll be giving away the app forever and we'll never make a profit.

So she's worried that this initial step will lead to some distant future outcome that would be disastrous.

But, of course, is that really likely or are we going to be able to use some clear reasoning somewhere along the way to stop before we get to the bad outcome?

Slide 33 - Argumentative Fallacy 2: Argument from Tradition
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Here's another argumentative fallacy -- the argument from tradition.

An argument from tradition is the mistake of arguing that just because we've always done it that way or just because we've always thought of it that way, that it would be good to keep on doing it that way or thinking of it that way.

The error, of course, is that we can't assume that there aren't better, new ways to do something.

Slide 34 - Argumentative Fallacy 2: Arguments from Tradition
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Here's an example. In his job at Zymer Inc, Ukemo suggests increasing sales by means of a new social media advertising campaign focused on Facebook, Twitter, and Instagram.

He points out that social media is relatively cheap and that the company's target audience, young people, use social media daily.

And finally, that with social media, marketing materials can be updated on a daily basis. 

His boss tells him, "Look, we've always relied on magazine ads, and that is what our customers are used to. This new idea will never work."

The right question to ask, of course, is this -- is history really always a good guide?

Is the way we've done it before always a good way to do it now? 

Slide 35 - Argumentative Fallacy 3: Personal Attacks
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The third fallacy we'll look at is known as the personal attack. Now, a personal attack, or sometimes you see it called an ad hominem attack,

which is the fancy Latin name for it, it's the error of focusing on the person putting forward an argument rather than on the quality of the argument itself.

The error here is clear. We should focus on the strength of the argument's logic and its premises rather than on who said it.

Slide 36 - Argumentative Fallacy 3-Personal Attacks
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Here's an example. After his father retires, Ivan decides to make radical changes in the family business.

After doing extensive market research, he launches an initiative to turn the organic fruit farm into a distillery that produces apple flavored vodka. His jealous cousin, Lama, says to her sister, "That Ivan is lazy and always chases after the latest trends.

There's no way this idea will work." But we need to remember always to consider the argument itself, regardless of who offered it. So what Lama ought to be asking is, how strong is Ivan's argument in favor of this change in the business?

He may well be lazy. He may well chase after the latest trends. But that doesn't mean his idea or his argument is a bad one.

Slide 37 - Cognitive Biases
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Another source of trouble are what are known as cognitive biases. Now, cognitive biases are subconscious mental tendencies. 

They're not arguments we put forward. They are tendencies or biases built into our brains 

usually rooted in intuition of some sort that lead us into errors of judgment or decision.

Let's look at some.

Slide 38 - Cognitive Bias 1: Confirmation Bias
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Now, cognitive bias number one is known as confirmation bias.

Confirmation bias is the dangerous tendency that we all have to look for and then to focus on evidence that confirms our prior beliefs.

In other words, that confirms what we believed going in and to ignore evidence that might tend to point in a different direction. 

Here's an example.

Slide 39 - Video Vignette 2
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Watch the following video:

Critical Thinking: Module 8 - Vignette 2
Slide 40 - Think about what you just saw.
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Slide notes

Think about what you just saw. Notice how the boss in this case only seemed to want to hear evidence that supported what she already believed.

Rather than looking at all of the evidence, she wanted only to hear evidence that supported what she already had in mind.

Now, think of this -- what kinds of bad consequences could arise as a result of this instance of confirmation bias?

How might it result in an important practical mistake? 

Slide 41 - Cognitive Bias 2: Hindsight Bias
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Cognitive bias number two is what's known as the hindsight bias.

And that's the tendency to see events that happened in the past as having been predictable or even that you predicted them.

It's also known as the "I knew it all along" effect. 

Slide 42 - Cognitive Bias 2: Hindsight Bias
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Here's an example. Ahmed asks his friend, Marco, to invest $10,000 in Ahmed's new computer repair business.

Marco says, "No, thanks. New companies are just too risky." 

A year later, Marco finds out that the business has a contract to maintain the computers at a major law firm and is highly profitable.

Marco claims he's not surprised. "Of course he's doing well. I knew I was making a mistake when I passed up the chance to invest."

So, in other words, Marco says, "I knew it all along." But, of course, if he'd really known it all along, 

he probably would have made a different decision in the first place, so Marco is probably fooling himself.

Slide 43 - Cognitive Bias 3: Framing Effect
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Cognitive bias number three is known as the framing effect, and the framing effect is the psychological bias that leads us to arrive at different conclusions about a given situation based solely on how that situation is described or framed. Here's an example.

Slide 44 - Cognitive Bias 3: Framing Effect
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 A market analyst, let's imagine, reports that 95% of potential customers are not interested in buying

the stripped down smart watch that Vasanti is considering developing.

Once she thinks about this statistic more carefully, though, she realizes that five percent -- 

in other words, the other part not accounted for by the 95% -- five percent of the market still represents over four million potential customers, 

easily enough to satisfy her business plan that she sell 3,000 units in the first year of production.

The wrong framing here. Framing it in terms of 95% not interested versus five percent interested could mean missing a big opportunity. 

Slide 45 - What you need to know:
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Well, what do you need to know about cognitive biases? In the end, the main thing to know is that cognitive biases are powerful, they are pervasive -- in other words, everyone is subject to them -- and they're very hard to overcome.

But at least being aware of them in yourself and others is a very good start.

Slide 46 - Self-test 3
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Confirmation bias is the psychological tendency we all have to…

A) …frame questions in ways that support our beliefs.

B) …seek out and remember evidence that confirms what we already believe.

C) …seek evidence until the conclusion is fully confirmed.

D) …confirm answers  by verifying them with additional sources of information.

What’s your answer?
The correct answer is: …seek out and remember evidence that confirms what we already believe.

Slide 48 - Food for thought…
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Here's some food for thought. How good are you at challenging assumptions?

 Do you feel comfortable saying to someone else, "Hey, wait a minute, is that really true?" 

 How important is self-awareness for entrepreneurs?

Everybody is capable of accidentally using an argumentative fallacy. That is, a bad argument of one of the kinds discussed here.

Everyone is subject to cognitive biases, too. How good are you at being aware of the forces that shape your own reasoning?

Slide 49 - Conclusion
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[A short video of Chris MacDonald concluding the lesson]

Slide 50 - For more info on these topics
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For more info on these topics, check out these online resources:

Cognitive Bias (Wikipedia)
Fallacy (Wikipedia)
Critical Thinking for Business (blog)
The Power of Critical Thinking, Canadian Edition, by Lewis Vaughn and Chris MacDonald.
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