ED 199 409

TITLE

INSTITUTION

'PACE.

DOCUMERT RESUEE
CE 028 151

A Program for Acquiring Competence ia
Entrepreneurship. Part I: Getting Ready to Become ar
Entrepreneur. Onit A: Nature of Small Business.
Research and Development Series No., 194 A-1.

Ohio State Univ., Columbus. Naticmal Center for

Research in Vocational Education.
SPONS AGENCY Bureau of Occupational znd Adult Educatzon (DHEW/OQOE),
Washington, D.C.
BUREAU NO 498AH60218
—_POB DATE 80
GRANT .G00760Q03530
NOTE 95p+; For related documents see CE 048 152-169. Parts

may not reproduce clearly.

National Center Publications, The Nationai Center
Research in Vocational Education, Tne Ohio State
Oniversity, 1960 Kenny Rd., Columbus, OH 43210 (2D
194 A-1, $6.25; Fart I of set, RBD 194 A1-a3, plus D:
$18.00; Part II of set, RD 194 B1-37, plus D: $35.00:
Part III, RD 194 C1-CB, plus D: $40.00; entire set of
eighteen docurents, $70.00).

AVAILABLE FROH

EDRS PRiCE MFO01/PCO4 Plus Poatage.

DESCRIPTORS Adult Education; Behavioral Objectives; Business
Administration; *Business Administration Sducation:
Competency Based Education; Costs; Curriculur Guides:
- Higher Education; Instructional Materials; Learning
Activities; Postsecondary Education; Pretests
Posttests: Self Evaluation (Individuals):; *Standarcds:
: Units of Study \
IDENTIFIERS *#Entrepreneurs; *Small [-=ihesses
ABSTRACT

This three-part curr'‘culum for entrepreneucship
education is primarily for postsecondary level, includiag four-year
_colleges—and adult education, but it can be adapted for special
groups or vocational teacher educatiov. The emphasis of tne thres
“instructional units in Part I is undezstanding businesses. Unit A
focuses on defining small business. It prav1des informatcion on
standards used to identify small bu51nesses, different types of snpall
businesses, and their impact on the economic system. Other topics
include scope and trends of small business, start-up costs, future
cutlook, causes of business success and failure, and tasks cf tha
entrepreneur. Material is organized int» three levels of learning
which progress from simple to complex concepts: Exposure,
Exploration, and Preparation/Adaptation. Each level contains
preassessment; teaching/learning objectives; substantive information
(questions in margins guide the students' reading):; activities,
including a postassessment; and a self-evzluation. Definitions of
important terms are found at the beginning of the unit; a
bibliography and listing of sources for further ;anformation are
appended. The four-page instructor's guide contains the °
teaching/learning objectives, teaching/learning delivery suggestions,
and pre/postassessment suggested responses. (YLB)

EKC

wll Toxt Provided by ERIC




ED199409

L™

— e gt

O

ERIC

Aruitoxt provided by Eic:

Research and Development Seriss No. 194 A-1

PACE

COMPETENCE IN ENTREPRENEURSHIP

PART I: Getting Ready to Beceme an Entrepreneur
UNIT A: Nature of Small Business

The National Center for Research in Vocational Educatien
The Ohio State University
Columbus, Ohio 43210

USs DEFARTMENTOF HEALTH,
EDUCATION A WELFARE

MATIOKRAL INSTITUTE OF
EDUCATION

Teis DOCUMENT HAS BEEN HEFED.

DUCED EXACTLY A% RECEIVED FEOAM
, 5 THE PERSON OR GRGANIZATION ORIGIN.
5 ) ATING 1T POINTS OF VIER O ORIMIONS
STATED DO NOT NECES3ARILY HEFRE-
SENTOFFITIAL HATIONAL 'HETITUTE OF
EDUCATION PASITION 0B POLICY



THE NATIONAL CENTER MISSION STATEMENT

The Nationa! Center for Research in Vocationa! Education’s missian is
o increase the ability of diverse agencies, institutions, and organizations
1o solve ellucation .’ problems relating to individua! career planning,
preparation, and progression. The National Center fulfills its mission by:

Generating knowledge through research

Developing educational programs and products
Evaluating individual program needs and outcomes
Providing information for naticnal planning and policy

Installing educational programs and products

Conducting leadership development and training programs



O

ERIC

Aruitoxt provided by Eic:

Contract Number:

Project Number:

Educational Act Under
Which the Funds Were

Administered:

Project Officer:

Contractor:

Executive Director:

[
=
iyl
¥
it
]
[l
=
T
(a1

Discrimination
Prohibited:

FUNDING INFORMATION

A Program for Acquiring Competence in Entreprensurship
(PACE)

G007603930

498AH60218

Vocational Educatiun Act of 1963, Part C amended in
1968 and in 1976 PL 90-576 PL 94-42

Department of Health, Education, and Welfare

United States 0ffice of Education

Bureau of Occupational and Adult Educazien

Washington, DC

David H. Pritchard

The . ional Center for Research in Vocational Education

The Ohic State Universitv
Columbus, Ohio 43210

Robert E. Tavlor

The material for this publication was preparcd pursuant
to a contract with the Bureau of Occupatrional and Adult
Education, U.S. Department of Health, Education, and
Welfare. Contractors undertaking such projects under
Government sponsorship ar. =oncouraged to express freelv
their judgment in profess nal and technical matters.
Pointe of view or opinions do not, therefore, neces-
sarily represent official U.S. Office of Education
position or policy.

Title VI of the Civil Rights Act of 1964 states: "No
person in the United States shall, con the grounds of
race, color, or natiomal origin, be excluded from
participation in, be denied the benefits of, or be
subjected to discrimination under any program Dr
activity receiving Federal financial assistance,
Title IX of the Education Amendments of 1972 states:
"No person in the United States shall, on the basis
of sex, be excluded from paftlglpatlon in, be denied
the benefits of, or be subjected to discrimination
under any education program or activity receiving
Federal financial assistance." Therefore, the National
FEﬁtEf for Réqearch iﬁ Vgcatignal Eduaatian, likL every

|.1

ent of Hsalth Educdtlun. i halidft,
ompliance wii: t% e

r}lg U.;., L)EE‘

¥/



PART I:  GetTine ReaDpy 7o BeEcoMe AN ENTREPRENEUR

UNIT A:  NATURE oF SMaLL Business

TABLE OF CONTENTS

i
Page
FOREWORD. . oo e e e v
How To USE PACE. ... ..o o vii
OVERVIEW OF THE UNIT ... .. ... .. . . . . . . . . ... ix
DEFINITIONS TO Know BEFZRE You BEGIN . ... ... .. ... . "
PACE PATH oF STUDY”...”iii.”;@5._}..._,._g“i,,”iii.“.111
Lever [: Exposure
PREASSESSMENT « « ¢ vt vvne e oteneae e erenenentaeiennoneeneneen ]
TEACHINu/’LfRRNI\IG OBJECTIVES . ittt iteiinnnsnnensennncsnnsnn 2
SUB%TANTIVE INFDRMPlIDNri.iii.i ................................. 3
Definlng Small BUSINESS: -+« s s s ucssanacssssconssssnsnnsnsssasnssas 1
Small Business in OUF ECONOMY. - v ercerneronrccnosssasanssnsans B
Number of Small BuglﬁESEEs.r..;.r!“_.”i;.“.”““””gi......! 10
Small Business Risksg:e s s ssrrrsnsesnsnsesnsressssssssansassssssss 11
Advantages of Being a Small Businesg::-:-cc-crsnsirrrrnnsssscss. 12
ACTIV I TIES c s sssvsssesssosasoenssnsssstsnssssssssesssessssssssss 15
ASSessment OmE: c« s s s s s 55 555 153+ a5 sasssssssssasassssnssssssssssss 15
ASSESEMETLE TWO: c o sr s v s s s s s s es s s ssnr st srsasssssssssrsssssssssssss 18
PBEESSSESSH‘!EHE----“”‘------i--a-a---:-s--- .................... 18
BELF—FEVALUATTION. « s s s e aseeostscnsos cnsssnsnnssssssssssssssnsnnss 19
LeveL [I: ExPLORATION
PREASSESSMENT. . ot i v s v ssonsaosssstasansnssssssossssanssnnsssnss 21
TEACHING/LEARNING OBJECTIVES: « ct e e s enrsesnsccansnancsnsnnannas 27

1ii

U



Pa
SUBSTANTIVE INFORMATICN: s ctcennenanrnsessnsssrnssnssonaceasessas 173
Understanding Small Business.............ccccnerrencennnsssa.. 23
Types of 5mall BusSinesSSES: . .o csn i iininnsnsnrssssonnsnsn s .. 24
Opportunities Available.........ocuuinevnrnnernnssonseneneuanns. 28
Chzracteristics of Our Economic SYSEEM......ecveencnrarancsssans 32
Problems of Small BUSIlESSES. .. .u oo rrrnrcosnersnroananeneans 37
ACTIVITIES s v v v eeve s sannesaeteesesenenenanseeesanessnnninennness. 20
ASEESSHANIE OTLE e o o v i v e e s e vnannnosnesneeasessonensensnssanernsnee. &0
POSEASSESE BT o v n e e e enne e e te e e e e e ee e enae et i, HE
SELF~EVALUATION. « s v s v e sssnsssnrsnssnsssasessssasasssarasnesssssass 42
Lever II1: PREPARATION/ADAPTATION
PREASGE S SMENT v s v s asrrasenssssnmnaransessestsssansnsonassoasenss 43
TEACHING/LEARNING OBJECTIVES: .. o iviurnensrsrnsssasssscrccesscnn A
SUBSTANTIVE TNFORMATION. .t uvvuvnnseessnnsenanerneronsnsennnonnes 43
The Future of Small BUSIMESS, ... ...vusseenronenarnsesennasenesess 43
_Advantages of Being Small.......veuseiuenevorarrnrnneneenenansees 99
Changes in Consumer BehaVior.............c.oveerevencnnennnesneens 9/
Fconomic Conditions and Small Business.........eoveeevenseneeren.. 00
Small Busiriess AdPANLSEIATION. .. v s eneerrrneneensnseeesoneenes. 05
ACTIVITIES  « v v e v e e s ee e et e etseaeasateaeenan et ciannenenss . 69
Assessmén: CoL s v v v v st s s s sneasanussnosnsneassssasasssssaneanses 09
POS ASEEESMEDNE . v s s s sssssanecssasrasnransssstostasasnssnnnsassssss 70
SEL LaEVALUATIQN ................................................. 70
BIBLE OGRAPHY & vt s et erere e aener s e raenssonnnaneenenenen 73
SOURCES TO CONSULT FOR FURTHER INFORMATION .............. 75
O

iv



FOREWORD

Traditionally vocational education ..as been geared primarily
to preparing students for employment--to preparing employees.
Yet there is another career path available; students can learn
how to set up and manage their own businesses. They can become
Entrepreneurs.

Vocaticnal education, by its very nature, is well suited to
reor urshi

developing entrepreneurs. It is important that entrepreneurship
education be developed and incorporated as a discinct but integral
£

part of all vocational education program areas. A Program for
Acquiring Competence in Entrepreneurship (PACE) represents a way
to initiate further action in this direction.

*N

pon

The strength behind these instructional uni
and involvement of veocationsl educators and succe
in the state of Ohio and across the nation. Speci
extended to the project staff: Lorraine T. Furtadc, PchacE Dlrecfur
and Lee Kopp, Program Associate. Appreciation is also expressed to
the many who reviewed and revised the drafts of the units: Ferman
Moody, Hannah Eisner, and Sandra Gurvis. We owe a special thanks to
those consultants who contributed to the content of this publication:
Carol Lee Bodeen, Louis G. Gross, Douglass Guikema, Peter G. Haines,
Philip S. Manthey, Charles S. McDowell, Mary E. McKnight, Steven E.
Miller, Barbara S. Riley, Barbara A. Rupp, Ruth Ann Snyder, Robert L.
Suttle, Florence M. Wellman and Roy H. Young.

Robert E. Tavlor
Executive Director
The National Center for
Research in Vocational Education
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HOW TO USE PACE

A Program for Acquiring Competence in Entrepreneurship
(PACE) is a curriculum responsive to the need for instruction
in entrepreneurship. .It is primarily for postsecondary level,
including four year colleges and adult education, but it can
also be adapted for special groups. PACE is divided into three
parts (1) Getting Ready to Become an Entrepreneur, (2) Becoming
an Entrepreneur (establishing a business), and (3) Being an
Entrepreneur (operating a business).

Each ol the three parts has a set of instructienal units which
relace to that topic. Within these units, the material is organized
into three levels of learning: Exposure, Exploration, and Prepara-
tion/Adaptation. These levels of learning progress from simple to
complex concepts.

The levels of learning will enable you to use the PACE materials
to suit your individual needs. You mav find it best to work with
the exposure level of one unit and the exploration level of another.
Or, you may choose to pursue one level throughout the entire series.
You might also want to work through two or more levels in one unit
before going on to the next unit.

Before beginning a unit, discuss with vour Ilnstructor what level
or levels of learning in that unit are most apprupriate toc your goals
and abilities. Read the unit overview and look through the pre/post-
assessments for the three levels to help you in your choice. Also

check the list of definitions you might need to look up or research
tor that level.

When you are readv to start, - to the level you have chosen,

_ne preass  Lm ad 1d=2ntily those items which you feel need
special attention in the unic. Also look at the learning objectives:
they will tell you what you should be able to do by the time vou
finish thar level of learning.

As you rvead. N 'l nut:_e questions in the margins alongside
the substantive coiter  portion of each level. Use these questions
to ide vour reading.

At the end of each level of learning are activities which help
you become involved with the content presented in the unit. You and
your Instructor can decide on how many activities you should do; you
may want to do several or you many need to do all.

vii
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" OVERVIEW OF THE UNIT
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As you read through a level, you might find some unfamiliar words.

Listed below are several business terms used in each level.

ing these before you

level.

capital supplies
demand
entzrpreneur
fixed assets

franchise

capital requirements

7 demand
depressed market
disclosure
discretionary income
entrepreneur
franchise
Q
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EXPOS
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SURE

free enterprise system

gross national product

EXPLORATION

free enterprise

gross national product
inflation

inventory

market economy

recession

-
Jom

begin might help you to better understand that

sales volume

sole propristorship
supply
undercapitalization

wholesaler
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EXPOSURE

PART I, UNIT A
NATURE OF SMALL
BUSINESS

PREASSESSMENT

Here are some questions that test for knowledge of the contents

of this level. If you are very familiar with the information needed to

answer them, perhaps you should go to another level or unit -- check

=With your instructor. Otherwise, jot down your answers. After you've

read through this level, take the postassessment at the end of the

"Exposure Activities'" section and measure what you've learned.

L

What is a small business? )
What causes businesses to fail?

How important is making_a pfﬂfit?

How impaf;aﬂt éra Small>bu5inE§ses in today's

economy? |

What advantages do small businesses have?



Part I, Unit A
Nature of Small
Business

TEACHING/LEARNING OBJECTIVES
Upon completion of this level of instruction, you

should be able to:

-

Define small business.
2. Identify some of the factors used in defining
a small businaés.

Explain what is meant by ''the profit motive."

Tk
w

4, Definé-pfafit, supply and demand, and Efééaém
of choice. |

5. .Déséribé the role of small business in our
economy. |

6. Name some of the majar'cauSés for business

failures.

o
o ——
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WHAT IS A
SMALL

BUSINESS?

, A firm the size

Part I, Unit A
Nature of Small
Business

SUBSTANTIVE INFORMATION

DEFINING SMALL BUSINESS

What is a small business? Most of us would probably
agree that the neighborhood ice cream parlor is a small
However,

business, while General Motors is a big business.

‘the real problem in defining small business is not in dis-

tinguishing the ice cream parlor from General Motors, since
these are two extremes. The_prmblemvafigas when we compare
Jéécbs Printing Shop and Ink Print. A firm consi

busim,és in 6ﬁé industry might be big business in another.
gf'Americén Motors would probably be a giant
in the fast cgpy-érintiﬁg.business, vet 1t is é very small
business compared to General MQEEfS~aﬂd Ford. The 'basic |
question, then 1is, "How big d335 a business need to be
beféte it is ﬁg'laﬁger a small Eusiness?" Most definitions -
of small Eusineés-aﬂswer thig éuasﬁian and are based on

measures such as the number of employees, the annual sales

‘'volume, and the type of ownership.

17



I, Unit A
avure of Small
Business

- : Small ,Esingss_ﬁémégigﬁ:a;ipn Definition

) Obviously, determining a definition for "small" is not
HOW CAN SMALL

a simple task. The Small Business Administration (SBA) defi

" BUSINESS BE e ,
nition is perhaps the one most commonly used. The SBA describes

L]

DEFINED? o, . 5 . ' . o
a small bue.ness as "one which is individually owned and operated

anﬂ not dominant in its field of operation.”
“%\ Tn 1953 thérUnitéd States Congress passed thé Small
Business Act which authorized the establishment of the Small
\ Business Admiﬁistrstignﬁ The SBA was originally a Korean War
\\ prograo that dealt wigh wmilitary contracts which supplied .
* sgall PlaQES; The 3% 4'c major purpose is still to aid small
‘buéinesses in bidding on gave?ﬂmenﬁ contracts.
For its loan pragram;fhe;SBA has established a "size"
“actor to determine "small." The size of the business
detzrmines if the firm gaﬁ‘bar£cw from the SBA. At the time
the Sméii Busilnass Act was passed, a wholesaler was >
:cﬁsidezgd gwall if the firm grossed five million dollars or
tess Aunnuitlv, Rétaii and service firms are considered small
10 thalr ancva: yo938 lucome is gﬁe milli@% to five million
g1 fava danrad Loz of the typé Df businass@'>in the construc-
Lden Lasingss, a fifﬁ is considered sma;l if it does not grésskx

over 7.5 million dollars annually.




Part I, Unit A
Nature of Small
Business

"

In manufacturing, it is based on number of employees
and the Lnéustrd Apparel and textile companies are
regarded us "small" if they have no more than 250
employees. For producers of azrar&ft and ammunition,
the number is 1,500. In the service ZHdMStPLES the
eriterion is dollar volume: a maximum of $5 million
for dgpdrtméﬂt stores, groceries and auto dealers,
and 81 nitllion for mast other retailers; 85 mzZZﬂﬂn
for general contractors; and $5 million for most
wholesalers. To reflect inflation, the SBA is now
PéULSng'thé sales figures upward by as much as 10%.\
(Business Week, June 30, 1975, p. 97)

LA

Committee for Economic Development Definition

) One of the most useful definitions of a small firm was
ARE THERE OTHER A
7 ) developed by the Committee for Economic Development., The
DEFINITIONS FOR :

. B committee asserted that, to be cansidered a small business,
"SMALL BUSINESS?" ’ '
: a firm must possess two of the following ch -acteristics:

(1) The’ffrﬁ must be independently managed, usually
byfgn Dwner;manager

tZ) The firm must be owned by; and receive -capital
supplies fram an individual or a small group

(3) While markets neéérngg be local, the firm muét ,
maintain lcgaligedﬂapéraﬁi?ns; that is, the owner

S - L ;
and employees must live in\one "home" community

(&) WhEHIEGﬁpéfEd with the biggast firms in the

induste y the firm must be relat

‘size. CAdépted from HEEting,EEE Special Problems

of Small Business, p. 14)

Fﬁ.




DO SMALL

BUSINESSES - .

AFFECT OUR

ECONOMY?

Part I, Unit A
Nature of Small
Business

| SMALL BUSINESS IN OUR ECONOMY

Each business, whether it is a retail, service, wholesale,
or &fnufacturing concern, has an impact on our economy. In
order to understand the role of small business in our economy
you will need to possess some knowledge of econonmics.

This unit is not designed to make you economists; however,
it will pr@vide you with at least a minimum understanding of
economic concepts and principles.

The field of economics is highly specialized and is

‘puzzling to many Americans. Economics is simply what you do

il
L

each day when you exchange a day's work for a day's pay and

when you exchange a:day's péy for the goods and services ?au

. buy. An economic system is the structure by which the country

combines its resources, labor, and skills to produce atu
distribute the enormous variety of goods and services people
need and want. When you purchase a stereo system, you are
making an economic decision. :That decision 1s as important
télygu as tﬁeecan@miéde&isions made by businessesg As you

can see, even though "economics' sounds complicated, it is

something we engage in every day.

a’} .
6 S



WHAT DOES

FREEDOM OF
CHOICE MEAN
W OR

ECONOMY?

VHAT IS THE

PROFIT

WOTTVE?
\

Part I, Unit A
| . Nature of Small
Business

Freedom of Choice
In the early days of America, our government exercised little

on some business decisions. Yet we still have much freedom of

_economic choice. In our country all people have both the right

and the freedom to choose their personal goals and to decide
how their work and resources will be used. Any person can choose

to be self-employed.

The Profit Motive

The growth ¢f ocur economy has been directly affected by the

vision and orginality of those who open new enterprises—-by.

"entrepreneurs. A free enterprise system such as ours dependent

on people who start new enterprises for gcodsg‘s;rviéés, and jobs,
Entrepréneurs takeian thé risks of financing a business in
anticipatiéﬁv@f éérning a return on their investm%nt; The . amount
of préfit they éztually earn can vary widely, depending upon such
factors as consumer ﬂamaﬂd, business costs, and government

policies.

7 \
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.t Part I, Unit A
Nature of Small
Business

" Qur ezgnamic system and business continuity is dependent
upon the profit motive. Profit is the difference between costs
of products or serviée%@ipd monies received in return for thelr
sale, and is one of the main reasons for entering into business
and the reward for staying in business. The pfafit:mativg must

be a 1qng=range rather than.a short-range concern of every

entrepreneur.

Supply aggiﬁemaﬂd_fagtgfs

EWHAT'S THE The principles of supply and demand are important in our
iMPéRTANC? econcmy. Every day; you probably make decisions whether to buy;

* OF SUPPLY products and services. These decisions directly affect our
AND DEMAND? ecoﬁomy; Our willingnaés.énd ability to spend Qur mpne§ for certain
goods and services is called demand. Our demand for goods and
services ffezts the efficiency éf producers. inreeaﬁgﬁié terms,
gugg;zrreféfs to the quaﬁtiﬁies of a pfaduc% of fered fargsale at
a givén time for a cgrtainrpricei Successful producers are those
who keep gfferiﬁg the goods and- services ¥ha b ers want. Sﬁpgly‘
and demand farces ultimately determine the levels of production

“and émplaﬁménti

| Citizen's Band (CB) radios are a gaéd Exs;ple of the

principles of Supply and damand When CB radioes first hit the

' market, the Supgly was limited and the price was- relativaly high.
People were willing to pay a high price for chebproduct that was
short in supply but large in demand. Now, éupply exceeds demand,

‘ and the prices are subsequently lower. . In other words, CB




Part I, Unit A
Nature of Smail
Business

.

N

radios have been manufactured in such great quantities that now

]

the market demand is not as great as it was at first and price
have beome relatively low.

The Cuisinart food processor is another example of supply

and demand.

In tre end, Jontheimer's Cuisinart food processor
ereated a whole new segment o f‘fhg kitchen appliance
industry, a segment so promlﬂiﬂg and growing so
explosively that a host of imitators rushed in with
machines .of their own, most of them at lower prices:
Farbervare ($589.99), American Electric ($60), Waring
(8160), Hanilton Beach (889.95).

The new éompétztzon could hardly fail to cut into
Cuzsznarts market, some with ‘good products, some

[th what Sontheimer dismisses as junk, but at the
moment the demand is growing so rapidly and Sontheimen
:has been so busy meeting the demand he hasm't had to )
worry about competitors. "Oyr sales keep climbing,”
he says. "Our marketing director soys our competitors
have gtven the public a basis for. comparison.'

What does all this amount to in dollars? Not a great
deal--yet. Combined, the various manufacturers prob-
ably sold 500,000 units last. year, and Sontheimer's
company, of which he and his wzfé own 100%, had at

least half of the market, which is interesting«in its

-own right: that the most expensive produat ghould be
the best seller. Altogether, Cuisinarts sold about

850 million worth of processors last year.  But what
the profits are Sontheimer resolutely refuses to say.
"I'm here to stay--even when demand does peak'--and
eites che 5 million blenders sold in the U.S. every
year, th@ugh the market has long sivnece matured.

(Fcrbes,_Mafch 6 l978, p. 66) Reprinted by permission

of Forbes Magazine from the March 6, 1978 issue.
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HOW MANY
SMALL

BUSINESSES

- ARE THERE?

‘Part I, Unit A
Nature of Small
Business

beo |

_SMALL BUSTNESSE

| iy

NUMBER O

It is difficuit to say exactly how many sméll businesses
there are in the United States. Paople;with regular jobs often
have a small Eusimess that is operated seascnallylor on weekends
and evenings. An example wgu1§ be a concessionaire who operates
a food stand at state and county fairs or similar functions. A
full-time small business could be run by a person who buys ;b
jewelfy in Mexico, then returns and sells it to nearby businesses.
This iﬁdividuai is the buyer, seller, distributor, creditor, and
b@DEkéé?éfiﬁin other words, the business is strictly a one-person
operation.

fhere are approximately nine million part and full-time

small businesses in the United States. A quarter of a million

A . - . v
1% employ as many as twenty-five hundred employees. There are

msre small businesses today per one thousand populaticn than
at any other time in our history.
On the other-hand, we cannot’'ignore the fact that the few

2 7
very, very large businesses--those who have one thousand or

more employees--do prévi&é-approximately 40% of the total paid

‘employment. There is no doubt that the giant corporations

have essential role in our economy. But the small firm still
remains a dominant factor in our economy in terms of number of
business units, volume. of business, and the percentage of paid

employment.

10 2y



ARE SMALL
| BUSINESSES
MéEE IMPORTANT
IN SOME
INDUSTRIES

“THAN IN OTHERS?

BUSINESSES
"PAIL )

Part I, Unit A
Nature of Small
Business

Prevalent Small Businesses

Small businesses are relatively more impcrtant in certain
industries tﬁan in others, with retail stéres constituting the
largest number. It is difficult to generalize about service
businesses such as thé dentist, vacuum sweeper pool service and
dry lcleaners because they differ so gfeétly in operations and
type vf services prévided. S&ill wholesale firms also encom-
pass all types of establishments selling a wide variety of
products. Big business is strongest in manufacturing.

Over half of all the new small businesses that open each
yedar are retail Grgaﬁigations of some type, including restaurants.
New franchise outlets account r 5= 1DX of new busin 1ess es.

such as campgrounds, mgzelg,

\W

Service and recreation fields

instant printing centers, placement centers, and indoor tennis

SMALL BUSINESS RISKS

Being an Enzreprenegr seems to be a dream of many American

Unfortuna;ely many of these dreamg don't last long. Experts say

the smaller and newer business is the more likely it to fail.

More than half the firms that go out of business
anrually have been in existence for five years or
less: the vast majority have annual sales of under
81 million. The reasons for this situation are
simple: small businesses typically lack the capital
and management know-how to cope with the adverse
developments that all concerns face. (The Wall
Street Journal, November 29, 1977, p. 1) Reprinted
by permission from The Wall Street Journal, (:)Daw
JQﬁES & Company, Ine. 1977. All rights reserved




Part I, Unit A
Natufe of Small

Many beginning entrepreneurs lack specific training in sales and
accounting and are unused to thinking in terms of profit. The most
common reasons for business failures are:

. Lack of money

. Wrong location

. inventory mismangement

. Too much capital in fixed assets

Poor credit-granting practices.

~ ADVANTAGES OF BEING A SMALL BUSINESS

ARE THERE - Many small businesses conSider their size to be advantageous and
ADVANTAGES capitalize on it.
T0Q BEING ‘ ’?::i We ecan be more flexible, can move more quickly, and

’ concentrate on smaller segments of markets, notes

-‘%&&LL"? David Bigelow, president of R. C. Bigelow Co., a
S Norvalk (CT.)- vased specialty foods outfit that
‘ grosses ab@ut 810 million a year.

Bigelow's m&s# successful product ie a spiced tea,
Constant Comment. General Foods had a competitive

i , brard that was abandoned. Now Bigelow 18 battling

‘ ‘ GF again in spiced- and fruit-flavored instant
coffees. This time, Bzgglaw concedes, 'General Foods
has flattened us out a bit '
Neveritheless, Bzg§Zom 18 bullish about the future
of small businese.. "I feel the Zarge eorporations
are failing in this eountry, leaving opportunities
for small specialty companies," he says. '"Big
manufacturers are making such bad products. The
big, discount- type retail operators run stores
where no one gives a damn about the customer. So
there are opportunities for emall businessmen.
But 1t -takes a strong individual to handle them."

(Business Week, June 30, 1975, p. 97)
- T F .

26 TN
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Small businesses can be very adaptable. They can quickly

react to general economic conditions and compatition.

Entrepreneurs and Optimists

WHAT -There are many who believe that successiul entrepreneurs
CW&@ﬂFﬁEEIST s have some unique personal characteristics--characteristics
LDOES AN which those who are employed .y others do not possess. Some
ENTREPRENEUR people believe that the entrepreneur's per-onzlity can be a
FOSSESS? key to the success or failure of the business. Understanding

the basic nature of entréprenenrs can provide vou with some in-

sight that will allow you to begin to conduct an assessment of
your entrepreneurial instinects.

An entrepreneur is an optimist by Hﬁffniiiéﬂ and
overoptimism is what does companies in, asserts
Kenneth Eaton, head of Associated Business Consul-
tante. "When things are g@zﬂg wel'l, the cverage
businessman assumes ‘they will continue to go well.
When a problem arises, he assumes it will oo away
quickly by itself. Ey the time he wakes up *o the
faet that he really has a problem, it's often tco
late to do amything about it.” (The Wall Street
Journal, November 29, 1977, p. 1) Reprinted by
permlssian from The Wall Street Jaurnal Dcw
Jones & Company, Ine. 1977. ALl rights reserved.

There are hundreds of businesses that were started with
only a few thausgﬁd dollars Eﬁattw2te worth millions of dollar
within a few yeéfsg Many entregrengurs kave become millioﬁaires,
such as Frank Carney of Pizza Hut, who started with $600;

Rocky Aioki of Benihana, who began with a barrawad 510, DOD
and Bob Wfaﬂ of Bob's Big Boy, who, as a teenager, bought his

first hamburger stand for $350.

o
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If you are curious about your entrepreneurial attitudes,

try the first =mssessmeit under "Exposure Activicies" of this

14
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Part I, Unit A
Nature of Small
Business

EXPOSURE ACTIVITIES

There is no single definition of small business
are used. Now chat you have rzad about some of the:
about small businesses, try these activites. |

ASSESSMENT ONE

The questions below are designed to tell you something about
vour entrepreneurial attitudes.
o YOI HAVE THE RIGHT ATTITIDET
by Marlys Harrie

- - 13 L - PR 5 = = = -
ree evening, would you most likely

i
*a

feig ;Js'f~‘! - £
pEanye! Ll ol ]

e,
LS

a) wateh TV
b) visit a friend
e) work on a hobby?

2. On your daydreams, would you most likely appear as

a) a nillionaire floating on a yacht

b) a detective who has solved a difficult case

e) a politieian giving an election night victory
speech?

3. To exercise, would you rather
a) Join an athletie club
b) join a neighborhood team
e) do some jogging at’ your own pace

4. When asked to work with others on a tean, which would
you antieipate with most pleasure:
a) other people coming up with good ideas

b) ecooperating with others
c) getting other people to do what you want

5. Which game would you rather play?
a) monopoly ‘
b) roulette
e) bingo

15




Part I, Unit A
Nature of
Small Business

8. Yowemployer asks yc
ig failing. Would

a) take it
b) wom't take it

e) give him an a
o 33 £
informat
7. In school, were uou rove Iilkelu +o chopgs 22 niirey

8. In buy'ng a refrigerator would you

a) stay within an established, well-known brand
b) ask your friends what they bought
e¢) compare thoroughly the adpantaggg of different brands

9. While on a business trip in Furope you arve late for an
- appointment with a client in a neighboring town. Your
train has been delayed indefinitely. Would you

a) rent a car to get there
b) wait for the next scheduld train
e) reschedule the appointment

10. Do you believe that people you krow who have succeeded in
business

a) have connections
b) are cleverer than. you
e) are about the same as you but maybe work a little harder

11. An employee who 18 your friend is not doing his job. Would you

a) take him out for a drink, hint broadly that things aren't
goirg right and hope he gets ti: message

b) leave him alone and hope he straightens out

e) give him a strong warning and fire him if he doesn't
shape up

sriy
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your toilet has just overflowed. Would vou

1) study your home-repair book to see if you can fiz ii

yoursgelf .
) persuade a handy friend to fix it for you
= )

eall a plumber

13. Do you enjoy playing carde most when you

a) play with good friends

b) play with people who challenge you

e) play for high stakes

You operate a small office-cleaning business. A close

friend and competitor suddenly dies of a heart attack.
Would you '

LS
o

a) reassure his wife that you will never try to take
- away any customers

b) propose a merger

e) go to your former competitor's customers and offer

How well do you think you did? Turn this page upside down to
check your answers. Now score your paper. Are you a potential

1trepreneur? : ' L
ent;epreneur. v+ tpT fq g
“IT 2 01 ‘® ' ‘0o feyy (09 feyxg ie 'y D¢ iq 7 D

»
—

Seore one point for each correct answer. Questions

1, 2, 3, 7, § and 12 suggest whether you are a realistic problem
solver who ean run k business without constant help from others.
Questions 5, 6 and |8 probé whether you take calculated risks and
seek information b¢fore you act. Questions 4, 10, 13 and 14 show
whether you, like fthe classic entrepreneur, find other people most
satisfying when they help fulfill your need to win. Question 11
reveals wiether yo¥ take responsibility for your destiny--and your
buginess.” If you sdgre between 11 and 14 points, you could have

a good chance to succeed. If you score from seven to ten points,
you'd better have a supeNp business idea or a lot of money to

help you out. If you scory seven or less, stay where you are.

(Money. March 1978, p. 52) Reprinted from the March 1978& issue of

Money Magazine by special pe;missian;1975, Time Inc. All rights
reserved. '
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Part I, Unit A
Nature of Small
Business

ASSESSMENT TWO

1. List five préduczs that have entered the consumer market
within the last five years. Explain how you believe the
of supply and demand have affected the price of each

factor

o]

product.

2. Describe how the Committee for Economic Development and Small

Business Administration differ in their defin

tions of a

[

1. Describe small business using the Small Business Administration
(SBA) definition.

2. Identify three of the most common reasons for business
failures.

3. Explain the importance of a business making a profit.

4. Describe the importance of small business in our aconomy.

5. 1Identify two advantages of being a small business.

Compare your answers to your responses to the preassessment.



SELF-EVALUATION

How well did you know the information needed to do the activities?

j Very well

- (
{ ) Fairly well
¢( ) A little
Be honest with yourself. If you feel you don't know the material
wall enough, it might be helpful to review thi.: section before suing
on.
/
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EXPLORATION PART I, UNIT A
NATURE 0F SMALL
BUSINESS

i PREASSESSMENT

e

Here are some questions that test for knowledge of the content:

of this level. 1If vou are verw familiar with the information needed “r

answer them, perhaps vyou should go to another level or unit -- check
with ?cur instructor. Otherwise, jot down your answers. After you've
read through this level, take the postassessment at the end of the
"Exploration Activities" section and measure what you've learned.
1. Vhy is business competition so basic to our economy?

2. What do all small businesses have in common?
3. What is a small business?
4. How dc small manufacturing firms, retail businesses,

wholesale enterprises and service establishment-

differ?

5. Describe the biggest problems small businesses have today.

[
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TEACHING/LEARNING OBJECTIVES

to:

Upon completion of this level, you should be abla

Explain the major groupings of small businesses,

their importance to our economy, and specific

problems each group faces in terms of failure

rates-

Explain the reasons why it is difficult to define

small busi:

55,

Identify the characteristics of small busiresses.
Discuss the importance of small business.
Describe how supply and demand work in our
Ecﬂnaﬁy,

Describe competition in our economy.

| L.u;
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SUBSTANTIVE INFORMATION

UNDERSTANDING SMALL BUSINESSES

To determine the importance of small businsss to our
economy, consider these gquestior ::

(1) When is a business "smalil'':

(2) 1Is the number of T
declining?
Keep these questions in mind as you read about che different

types of firms discussed in this level.
Understanding the small business in our economy is diffi-

cult. Since most small businesses are sole proprietorships,

they are not required by law to adhere to disclosure rules

which apply to big companies that are normally publicly owned.

In July 1973, Chase Revel ran an ad in The Wall Street Journal

= 1

Report. How much profit does Ji.'s

which read, "Insider's

|

business make (exactly)? Any small business. Case historv,
details including how to start one." Chase Revel was shocked

to find his 545 ad resulted in $2,000 in subscriptions. At

[md

that time he hadn't even published a single copy of the periodi-

cal. Obviously information about small businesses was in demand.

It ;Eﬁzaiﬁgg researh o sma’? business pp@rf
tunities and expose. ud‘géhémgs designed to separate
would-be businessmen from their cash. :

(%3
ek
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iation, a management consultant firm. He has

=
m
c
"
o
‘CP
O\

authored six books on starting small businesses and is the
) B H
editor of International Entr pren,, s magazine

TYPES OF SHALL BUSINESSES

The size-of a business is more important in certain types
DO SMALL

. of businesses than in others. In general, it seems that small

BUSINESSES
businesses predominate industries characterized by the following:
HAVE ANYTHING “
. initial capital requirements are low
IN COMMON?
' . highly technical skills are not necessary

: Retailers are the biggest group of small businesses.
WHAT ABOUT
, They represent about 407 of the 9.4 million small businesses.
SMALL RETATL

The retail group includes but is not limited to, florist,

BUSINESSES?
grocery stores, drugstores, restaurants, fagst-food establish-
ments, gas stations, and hardware stores.
!
24
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retail operations of some type.
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sales volume followed by automotive dealers
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travel agencies, and janitorizl service companies.

Both service and recreational enterprises are growing.

Campgrounds, motels, instant printing centers and indoor tennis
N
and racket clubs are opening up very rapidly. Discretionary

income, the amount of money consumers have to spend after paying

for® basic food and shelter, has increased. Therefore, the
number of businesses offering personal services has grown be-

cause people are more willing to pay for :hem. However, more
Py ]

);-x’

failures occur in the service area than in any other type of

business, with the exception of retail. About half of the new

=ighteen months.
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Small Wholesale Businesses

persons who move goods between manufacturers and retailers

including groceries, drugs,

for all types of businesses arcd

ware, and petroleum products.

Wholesale businesses can be gfﬂupéd!inté three major types
based upon their operating characteristics: |

(1) Merchant wholesalers

(2) Manufacturer's sales branches

(3) Merchandise agents and brokers
Merchant wholesalers are those who typically sell many nroducers’
goods to a variety of retailers, manufacturers, service firms,
and other wholesalers through warehouse facilities. They are
involved in buying and selling goods at wholesale cost. The
term "at wholesale" means they do not ordinarily sell to ulti-
mate consumers. Merchant wholesale firms are the most important
type in terms of both sales and number of establishments.
Manufacturer's sales branches are normally owned by large firms
and sell only the manufacturer's products. Merchandise agents
typically represent a few select companies and do not provide

warehouse facilities.



WHAT ABOUT SMALL
- MANUFACTURING

.. BUSINESSES?

Part I, Unit A
Nature of Small
Business

Small Manufacturing Businesses
_Manufa;tufing businesses are the fourth largest group of

small businésgasi- They include furniture and apparel manu-

facturers, bakeries, toy manufacturers, and any other type of

business that converts raw materials into usable products for
purchase by ultimate consumers and industrial users. Small
business is less prevalent in the manufacturing industry. The

léfge initial investment in tools,-equipment, and fixtures

~-usaally required to set up a manufacturing firm prevents the

establishment of many small businesses.

Sixty .percént of the total number of workers in manu-

facturing jobs are employed ‘n one of three manufacturing

" industries: machinery, other than electrical and transportation

equipment; electrical and electronic equipment; and food products.
Although the number of small manufacturing firms is the smallest
group, compared tﬂgretail,’sarviﬁe, and wholesale; the importance

of small manufacturers should..ot be underestimated. GSmall

)
]

manufaeturing firms
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need to produce finished products. They also produce manuy

"gpeciality" products that big businesses find too expensive to

manufacture.



WHAT ARE THE
OPPORTUNITIES

'F@R OPENING A

smbLL BUSINESS?

Part I, Unit A
Nature of Small
Business

OPPORTUNITIES AVAILABLE

the same in all industries? RECéntly, Money magazine surveyved
twenbyﬁsiﬁ bankers, professors in school of business, Small

Business Administration agents, members of Service Cor éf

Retired Executives, and executives of small business lnvKEL ent

! companies. They were asked to identify from a list of eighty-

one most common small businesses those Ehey felt had the best
chance to succeed and those with the highest potential for
failure. According to the survey results reported in the
March 1973 issue of Money, theit3ﬁ bqgiﬁESSES’mDSt likely to
succeed are: building material storzs; auto, tire and
accessories stores; liquor stores; sports and recreation clubs,
Zuneral homes and crematories; seed and garden supply stores
sporting ggcﬂs;manufactuférsg engineering; laboratory; and

ntific equipment manufacturers; hardware stores; and office

\H-

ac]
supplies and equipment stores.

The ten riskiest businesses to open according to Money
maggsiﬁéfs survey are: local laundries and dry cleaners, used-
car dealerships, gas stations, local Efucking firms, regtaufahts,

infants' clothing Stérgs, bakeries, machine shops, grocery and

meat stores, and car washes.



Part I, Unit A
Nature of Small
Business

Capital Required

Some small businesses can be opened with a small investment.

" HOW MUCH CAPITAL ,
Others require large amounts of capital. Regardless of how much

"DQES IT TAKE TO 7 _
is needed, however, having enough capital 1s crucial if the
Eusiﬁéss is to succeed. Any business needs anéugh capital to
cover initial expenses including inventory plus operating expenses
until the businass beging to make a profit. Undercapitalization
is a major reason for business‘failurei

Since you are aspiring to be an eﬁﬁfgpraneur, you will
need to consider how much money it will take to get your
buéigass stértedi General;y speaking, opening a retail or
service type business requir legs dnitial capital than a

manufacturing firm. Since a large capital investment is usually

5 réquired for equipment and machines, manufacturing firms are
| most difficult to start up.

A number of hurdles eonfront the aspiring young
. seientific company. The flow sf investment dollars
1. has been diverted from the risky to more estab-
7 lished. Equity financing has nearly dried up and

most SmaZZ EHBZHEEE Adhzﬁlstratzsn loans are going

Inflation is another major barrier. It's estimated
that today it would require $10 million to launch
a eompay such as Intel Corporation, the semi-
conductor corcern that was founded a decade ago
for 83 million. Data General Cbzp@ﬁatz@né the
minicomputer maker, opened its doors in the 1960's
for about $800,000; today's cost would be about

85 million. (The Wall Street Journal, November 17,
1977, p. 1) Reprinted by permission form The Wall

Street Journal, Dow .Jones & Company, Inc. 1977.
All rights reserved. .
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Nature of Small
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Changing Times has estimated "start-up costs” for
saveral types of small businesses. The figures bEle will
help you decide if y@ﬁ can afford to become an entrepreneur

and may provide you witﬁ ideas as to where you might get the

ot

£
£
#

money needed.,

THE,/MONEY IT TAKES TO GET
A, 'SMALL BUSINESS GOING

£
£

Total Capital

o : Invegtment

Type of Business - Investment (For Start-Up
In And First Three

i:jﬁﬂéﬂf§Py @%ﬁﬁﬁs'rﬂpéfaﬁiﬂﬁ)

AﬁﬁyﬂiiGP§E§,SgZ§$,,“, B

Building Maintenance
Service -
825,000 to 875,000 ' 38,000 to
: 8 6,000

Plant Shop 7 _
825,000 to 880,000 85,000 to 811,000 to
810,000 824,000

Bookstore 7
875,000 to £100,000 812,000 to 825,000 to
' E $20,000 853,000

Beauty Sglan' 7 _
Under $100,000 o 815,000 to
~ ; 829,000

Yarn Shop

- 850,000 to $100,000 88,000 to : 816,000 to
812,000 825,000
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Total Capital
Investment

Type of Businesgs Investment (For Start-Up
_ And _ In And First Three
Annual Gross Sales Inventory Months' Operation
Repair Service §10,000 to
Furniture 820,000
' Car 815,000 to
840,000
TV/Radio 810,000 to
' 425,000
Applicance : 86,000 to
820,000
Clock/Wateh ' ‘ 38,000 to
812,000
Shoe ’ 315,000 to
825,000
Business Machine v 86,000 to
‘ 810,000
=F ‘\ 3 P
Bicyele ; : \ . $6,000 to
’ \ $10,000
= . i \\
Contractors {Plumbing, | \,
Carpentry, Electrical, Etc.) 810,u. o
: = 830,000
Equipment Rental Service
850,000 to $20,000
E@nping/ﬁégfgatién 87,500 to 815,000 to
’ { $15,000 $25, 000
Soft Goods (Party, Sickroom)  $12,500 to 825,000 to
821,000 83 5 000
Fabrie Store 7
$100,000 to $200,000 $25,000 to £77 900 to
o ‘ 435,000 ve 200
Hobby/Crafte Store .
Under $3053000 820,000 to 555;a00 to
830,000 - 456,000

Based on data in Bank of America's Small Bpsiness Reporter Series. (Changing
Times, August 1977, p. 40) Reprinted by permission from Changing Times The
Kipliﬂgér Magazine, August 1977. Copyright 1977 by The Kiplingéf Washington
Editgrs, Inc., 1729 H Street, NW, Washineton, DC 20006.
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. WHAT ARE THE

b CHARACTERISTICS

OF OUR ECONOMY? .

HOW DO SUPFPLY
AND DEMAND -

YORK?

Part I, Unit A
Nature of Small
Business

NOMIC SYSTEM

CHARACTERISTICS OF OUR EC

To be a successful business owner, it 1s important to
know as much as you can about the business fiéld and have a
good working knowledge of our economic system.

Imagine a big machine with many parts--that's our economic’
system. The system~-the machine--depends on entrepreneurs to
start new ente:prises which will provide the parts--new goods,
gservices, and jobs. Consumers who need goods and SEffices aﬁd
are concerned with quality, style, and savings are another part
of the economic machine. Federal, state and local government
agencles that promote the safety and welfare of the ﬁublié, and
provide services in the public interest are still another part.

Free enterprise involves vaiuntary cooperation among pro-

ducers, consumers, and government. Our free enterprise system

"4 a "market ecomomy". * '-et :conomies depend on economic

decision-making by three groups--producers, consumers, .and govern-
ment. Their decisions are guided'p:imarily by the interplay of
buiérs and sellers in the marketplace. The real regulators of

our market system are supply and demand.

Supply and Demand
As consumers we have needs and wants. The importance or

extent of our want: .cce:-mines the price we are willing to pay

" for products or services. If producers have only a limited

supply of the desired goods and services, prices will be high.
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Part I, Unit A
Nature of Small
Business

Other producers will recognize our demands, will realize that
they are not being adequately met and will begin to develop
similar versions of the popular goods and services.

The Cuisinart story is an excellent example of supply

il

and demand factors at work.

Last Chriatmas, department store chairs and
gourmet cooking shops everywhere were selling empty
boxes--worth $255 apiece--and doing a land-office
business. The empty boxes were, of course, to be
filled--as promised--with the first Cuisinart food
processors the store got in stock. '"We were just
totally wnable to keep up with demand, ' says
Cutsinarts' President and prineipal proprietor Carl
G. Sontheimer, €3. '"Every machine we get now goes
toward redeeming those empty bowes. So the first
four months will be tight, but after that we will
be all right."

The empty box promotion is typical of the kind of
runaway success Stamford, Conn.'s Cuisinarts, Ine. has
had since Sontheimss first introduced his revolutionary
new food processor at the Chicage Housewares Show in
January 1973. "This is a generalist machine in an

age of specialty machines," Sontheimer says. The
Cutsinart shreds, grates,.grinds, slices, kneads,
mixes and chops just about anything you'd care to dump
inte it, replacing most of the other appliances you'd
normally keep in the kitchen. '

No vast advertising and promotion campaign launched
the Cuteinart; it was the old story of the better
mousetrap. The processor first made its way mainly
by word of mouth, and then won the imprimatur of
gourmet gurus like James Beard, Craig Claiborne,
Julia Child, and Gourmet magazine. The Cuisinart
locks, sounds, and comes on as French, but the
compuny, like ite proprictor, is as Amewican as
‘chop suey or apple pie, and so is its success in
building a major ngw market in competition with

13
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Nature of Small
Business

“giants. A mild-mannered rather rumpled-lboking man
\ of gargarouan girth, Carl Sontheimer is no consumer-
- goods whizbang. He's a physicist trained at the

Massachuzetts Istitute of Techuology, an electromics
engineer, an entveprerevr and covporation egecut we.

L : an inventor and a self-styled cooking nut. And it

) ’ : was all these talents, experience and procliviiies

' i that went into making Cuisinarts one of the most
succerzful new buginesses in America today. (Forbes,
Mareh 6, 1978, p. ) Reprinted by permission of
Forbes Magazine\from March 6, 1978 issue.

E? Competition

Competition is basic to our economic system. Competition

HOW DOES ,
ndkes our economy wnat it is--a system of free enterprise.

COMPETITION R )
vitality of our economy is based on competition between

1]

AFFECT THE |

/Fraducers; Those who supply the best goods and services at

ECONOMY? _
/ the best prices generally will be most successful. Businesses

compete in several different ways. Lowering prices, giving

more favorable credit terms, improving the quality of goods

i | or services, and devélapiﬂg new fzatures not cuzréntly availuble
%;a from others are all strategies to meet competition. Producers
i selling basically the same goods or services must Ery to
atﬁfact EuEtDmEfs\by offering %hetter services or benefits.
Businesses that are unable to écmpete in terms of prices and
quality are not usﬁally very successful. :
Competition benefits consumers as well as producers. It
' has aided the consumer by requiring the seller to improve the
product, prdduge:the product more efficiently, and §perat§;the
business ﬁoré effectively to cut costs while preserving quality.
‘k ) 34 4(5;
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Consumers have never before had the choice and variety of
products and services they have today. Since consumers benefit
from competition, our government has traditionally sought to
maintaig a competitive business environment by_es;ablishing
laws or regulations intended to prevent abuse.. The ?irst
legislation Congress passed regulating business was ﬁhe Sherman
Anti-Trust Act in 1890. The objective was to prevent two or
more entrepreneurs from restraining trade. Use of government
regulation to maintain competition in many areas of businessj
such as faaé; transportation; and energy, i1s an ongoing debate.

Competition often leads to the development af.néw products

and brings about great technological advancement. lcénsidar
some of the new products that have come into being in the last
few years. Microwave ovens, food processors, small hand cal-
culatars; minicomputers, pantyhose, and all types of frééen foods
are all réprésenéative of the éanstant change caused by competi-
t%aﬁ. For example, there 1s probably no industry that changes
more fgpidly than the woman's fashions. Fablok Mills of Virginia

quickly learned the impact fashion changes have on business.

».,,\
e

Fickle feminine fashion has forced closure of a
textile plant here which manufactured materiale
for panty girdles, now largely supplanted by the
ubiquitous pantyhose.

James F. Fleshman, manager of Fablok Mills of
Virginia, Ine., said the plant's closing was
simply a matter of changing styles and not
enough demand for the product.
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Industry spokesmen said miniskirts and panty-
‘hose have made \panty girdles elther obsolete
or much shorter, with a result that much less
of the stretch fabrie is require

In addition, it was paznﬁgd out, many wearers of
panty girdles used them as a device for holding up
conventional stockings as much as they did to
control excess poundage on the anatamy With

the advent of pantyhose, they said, the\girdles
were simply abandoned.

Fablok Mills began operation here only 14
months ago. Last week the company handed out
final paychecks to its last 33 employees.

Fleghman said the parsnt company Fablok Mills,
Ine. of Murray Hill, New Jersey, has no plans
for reopening the Louisa, Virginia plant.

(The Columbus Dispatch, April 5, 1970, p. 41)

Jeanuetté’@rél has also discovered what competition

means in our ecanamic systemi

Thie ie the story af a woman mhs has spent ghg
past four years perfecting a smokeless ashtray.
'The moral ie that it isn't easy being an ‘n. .or
‘these days. '

Jeannette Orel didn't really understand that when

ghe atarted out, she just wanted to do something
L ~ about air pellutian and figured a smokeless ashtray
L 7 could be her contribution.

Convinced that the public wae ready for such a
product, she also was hoping to make some money
off her idea, but there were a couple of things
ghe didn't count . on.

Ore was that it's not as easy to invent a smoke-
leas ashtray as she had thought. The othe. was
that she might run into competition.

Because Ms. Orel hung in there when the going
got tough, smokers and rion-gmokers now have the
Original Smoke Trapper Smokeless Ashtray. It
sells for $19.95. . )
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The free enterprise system works its wonders in
predictable ways, however. One large company
specializing in home gadgete, Ronco, introduced
a similar contraption last year, selling for
about half the price of the Orel device.

But that was just the beginning of eompetition.
Last month, tenmnis star Billie “ean King

+ announced plans to market anot. . wwkeless
ashtray designed by her 'wsband ....led the

Clean Air King. And ti: »e may be others on the
my! ' i

ALl that, of course, might be seen as Just
another blessing for the American consumer.
But, it's upsetting for Ms. Orel, whose
business is foced with competition from more
financially powerful and famous rivals.

"I'm not saying I was the fire+ v oer think
of a smokeless ashtray," she S "But I've
been gelling mine for three years. Now thear
other people come along. W~ ' 't yoy : )

acared?” (The Los Angeles , ‘me. Novembe. 6,

1877, p. 18) Rep..nted from [uc Los Angeles Times.

v : , PROBLEMS OF SMALL BUSINESSES

;ii yégT Although there is not doubt that small businesses are the

' PROBLEMS backbone of America's economy, many small businesses are fighting

- DO SMALL to survive, Théy-are hampered by production and marketing costs
BUSINESSES and growing government interven:tion in the form of mandatory rules

"+ ENCOUNTER? and regulations. I. the past few years small entrepreneurs have

been ESPéEiaily hurt by the rapid rise in interest rates caused by

depressed markets brought on my more cautious purchasing consumer

and industrial buyers, and eégﬁamic inflation ard recesc!on periods

that cause higher éperating costs and prices. Small businesses

* . find it harder to cope with these “&conomic problems than large

businesses.
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"T would be nuts to 4o throwgh this another seuason,
szghs Ben Blane, president of Callipe, Inc., a
Philadelphia manufﬁstufgr of ehildren's wear. In
the past year his volume has shrunk form $250,000
to 8150,000, his material coste have increased 25%,
and his labor costs have risen 20%. But pinched by
heavy inventories ("I overbought last year when I
thought prices were right") and the drop in sales, he
has been able to raise his prices on 15%. Blanc
complains that only his bigger competitors can
survive ‘these daya.

M"Pake Oshkosh B'Gﬂsh Ine. They can make something
that sells for $3.75," he says. '"Hell, I can't even
start to make it for that." Another blg prablgm i8
_aecsunts reeézuablé. Mbré than 35% of ngt y§ar 's
'ﬁgadZyi" Says heg "Ihe eaZZthLQﬁ aggneigs gharge
yéu 20% to collect, but my margin is only 16%, 80
I'm Zas%ng money ¢ollecting money." Blane, who has
been in business i5 years, concludes, "If we have
another bad season, I will shut down." '

Blanc's lament is Fepgatéd by small businessmen in
virtually every industry in every part of the eauntry
"The small buginessman these days is like the guy in
Las Vegas who prays, 'Please God, let me break even.
I need the money,'" saua Oliver 0. Ward, head of the
Smaller Business Association of New EngZand "Things
are tough now, and 1t looks like they will be tough

~a long time coming.” (Business Week, June 30, 1975,
p. 96) '

There are those who believe that the zmall business scene
in our economy is not so gloomy. Whether economic conditions

are good or b.  for opening a small business, one thing is

.:ertaiﬂiidecidiﬂg to become an entrepreneur and opening a

business requires making difficult decisions. Having a

successful business is possible, but it 1is hard wgrk, and

unrealistic expectations by the entrepreneur can cause problems.
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o Ninety-five percent of all businesses are :onsidered small
businesses by the Small Business Administration (5BA) and

they account for about 43% of the gross national product.

But these statistics hardly give a clue to the
tremendous effort involved in getting a new enter-
prise off the ground. Nor do they hint at the odds
that are against keeping it going for any length of
time. "Though the survival-probability rates ave
fragmented or dated, the evidence indicates that the
rigks have multiplied and the -chances of making the
: grade have not brightened,” said Bette Blondin and
o : Rowena Wyant in a recent report for Dun & Bradstreet.

Diffieulties in raising copital, a lack of adequate
information, government red tape and problems of
day-to-day management all seem to conspire against

the entrepréneur. "Whether boom or recession, nine
out of ten failures are traceable to managerial
inexparience or ineptitude,” says Dun & Bradstreet.
The obatacles are such that it takes great initiative
to atrike out on one's own." (The Wall Street Journal,
November 14, 1977, p. 1) Reprinted by permission from
The Walli Street Journal,© Dow Jones & Company, Inc.
1977. All rights reserved.
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EXPLORATION ACTIVITIES
De you feel that you understand enough about the nuture
of small business? The following activitizs may help vou

' gituations. After com-

apply some of these concepts to "real'
pleting the activities, check vour understranding of the material
- with your instructor.

* ASSESSMENT ONE

1. Explain why small businesses are more important in
-\ ' some industries than in others.
2. Interview two entrepreneurs in your community who 11
-basically the same products or services. Ask them to
l{ \ gxﬁlain what they believe the future of small
{ C business is in our econnmy.
L 3. Select two businesses in your area that sell basically
the same products. In written form, discuss how each

competes with the other. In other words, what methods

e

oes each employ to attract customers?

4. 1List at least three products that you believe have been
. imprave& through competition and explain the improvements

compared to the original product.
5. Visit what you think is a local small business. Ask the
owner or.manager 1f they believe the busi: =ss is small,

and the specific reasons why or wny not. Is it because

| the firm has a small sales volume? Is it because it
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employs a small number of workers? Compare what the encrenreneur

tells you with the SBA definition. Hcw are they similair? hew

<o they dif-:-

tition among businesses
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business.

3. What is a small business? Define.

4. Describe the differences among small manufacturing firms,
retail businesses, wholesale enterprises, and service
establishments in terms of size of businesses and the im-
portance of each indust;y to the economy.

5. What are ¢ome 0. the major problems being faced today by
small businesses? List and briefly describe each problem.

Compare your answers to your responses to thE.PfeaSSESSmEHE! You

may want to check your postassessment answers with,your instructor.

)
4

ERIC

Aruntoxt provided by Eic:
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SELF-EVALUATION
How well did you know tne information nceded to do the
activities?
( ) Very well
( ) Fairly well
( )Y A little
Be haneét with yourself. If you feel you don't know the

material well enough, it might be helpful to review this section

before going on.







A
PREPA.RATION/ PART I, UNIT A
ADAPTATION | NATURE OF SMALL
BUSINESS

PREASSESSMENT
Here are som2 questions that test for knowledge of the
contents of this level. If you are very familiar with che
information needed to answer them, perhaps you should go :o
another unit -- check with your instructor. Otherwise, jot
down your answers. After you've read through this level,
take the postassessment at the end of the "Preparation/

Adaptation Actfvities" section and measure what you've learned.

1. How have chLanges in consumer behavior affected
small businesses?

2. What are the advantages of being a small business?

3. Discuss the future of sﬁail businesses. Are you

optimistic?

o]
[l ]

iscuss the types of small businesses that you

‘eel are zrowing rapidly. Why are they doing so well?

=ty

5. Discuss the Lusiness you would like to own and why

you believe it would be successful.
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TEACHING/LEARNING OBJECTIVES

Upou completion of this level of instructicn, you shoull

be able to:

1.

State some of the predictions being made about the

future of small business.

business.

i

an impact on smal
Identify some of the typéé éfﬁggail businesses which
are having real growth.

Identify the advantages of being a small business.

escribe the functions and ==rvices provided by the

=]

Small Business Administration.

Discuss the importance of economic conditions on small

business.
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SUBSTANTIVE INFORMATION

THE FUTURE OF SMALL BUSINESS

WHAT'S THE Nearly every small business owner has engaged in some
FUTURE OF "erystal tall" activity to predict the future of small
SMALL business The failure vat: of smail business is alarming;
BUSINESS? in some sectors of the economy it ~-~= increased over

the last five years. The Erend toward conglomerates and

T mergers‘ and the continued growth of large companies has
caused some individuals to believe the future of small:
‘business is bleak.

Here at the Sting Restaurant, life is a l6-hour-
day, six-day-a-week whirl for the Dallas family.
The three—year—ald restaurant consumes their time
and energies as they try to balance veasonable
prices with fresh fb@d and homemade dishes while
competing with the quzgneréggn economics of the
chain restaurants springing up arownd them.
Within a short distance of the Sting, in the
affluent PhﬁZadélphza suburb can be found such
eorporately &wﬁed dining spots as Stouffer's,
Vietoria Stati -: the Joshua Tree, Howard JékﬂSOﬂ's
the Dutch Eaﬂé‘d; and Valle's Steak House.

Peﬂtauraﬂt buaiﬁ§5é Ghatnu now run Qé? af all
U.S. restaurants, compared with 10% a decade ago,
and by 1982 they are -expected to account for as
much as 35%, according to the National Restaurant
Association. Partly as a result, it's estimated
that nearly 40% of independently owned restau-
rants close down or change hands in their first
year. '"When we move into a neighborhood, local
independents lose business," says Frederick

Rufe, an executive of Marriott Corp., which owns
the Joshua Tree chain." (The Wall Street Journal,
December 2, 1977, p. 1) Reprinted by permission
from The Wall SthEE Journal, (c¢)Dow Jcnes & Company,
Inc. 1977, All rights reserved

I
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10W MANY WOMEN
\ND MINORITY

YNTREPRENEURS
VILL TIERE BE

[W THE FUTURE?

the Future

Entrepreneurs .

Others are more @pﬁimistic. They believe that since
government hasgéﬁcauraged Ehe development of sm2ll businesses
through such efforts as OMBE (Office of Mirority Business
Enterprises) in the Department of Commerce and the Small
Business Administration (SBA) loan prog:.am for women entrepreneurs,
the futu = of sﬁall busiﬁesg is bright. Esmark, Inc., a Chicago
based firm, has es 'aa;ed:that the number of female-owned busi-
nesses reached 978,000 in 1976, more than double the number in
1972. Howevai, of the 9.4 million small businesses in the United
States, only about 5% are owned by women. Based on recent activi-
ties, it can be assumed‘that the number of women eatrepreneurs is
going to increase.

The latééé avaiiable statistics on minority businesses, com-
piled by the Census Bureau in 1972, showed that there were nearly
AOO;ODO,@ingrityﬁéwﬁed firms in the United States, of which about
ha" 7 -vere owned by blaéks; Manufacturing was the most popular type
of busiﬁess baing sta:ﬁéd by nonwhites. For many years, the
government has been taking formal éc;i@n to encourage minorities
to become ;ntreprEﬁeufs- The Office of Mincrity Business Enter-
prises (OMBE) has sponsored many pi@graﬁs to help minority
businesses. OMBE dispenses about thirty-tive million dollars
annually to afgaﬂigatigns that assist minority business people,
such as the Urban League and the Natiénai Business League. OMBE
believes that there are appaftunéties for minority businesses in
manufacturing, particularly in energy and .electronics.
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Those who are optimistic about the future of small
business state that better education is availaple to prospec-
tive entrepreneurs, technological advances such as minicomputers
are available at lower prices, cnd the increasing desire on the
part of young people "to be their own boss" all point to a
brightar future,

Robert Bjorkstedt went into business for himself
distributing lightbulbe. His business went sour,
tut he managed to close doum without taxing a4 lLoss.
What he learned in college, he says, saved him from
making costly mistakes. '

Gary Martin is a 27-year-old systems analyst for
Generr~l Motors who once had considered running his
own company. But, he says, a college course showed
him that he ien't cut out to be his own boss.

These are just (two) of the 200 students who since
1971 have passed through Carnegie-Mellon University's
coursge for budding entrepreneurs. The one-semester
program at the university's highly regcrded Graduate
Sehool of Industrial Adwinistration aims to teuch the
fundamentals of starting up a business and the pit-
falls to wateh out for on the road to coirvorate
success. (The Wall Street Journal, December 9, 1977,
p. 1) Reprinted by permission from The Wall Street
Journal, (¢)Dow Jones & Company, Imc. 1977. All -
rights reserved.

Business Types Experiencing Rapid Growth

There 1s no question. that in our econcmy more people are
WHAT TYPES '

(2]

employees; most work for someone else. Yetr some recent

OF SMALL
statistics show a trend towards small business ownerships.

BUSINESS ARE

Consider the number of small catering shops, house plant
EXPERIENCING

stores, jewelry manufacturers, and various craft shops that
GROWTH ?

have opened.
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Money magazine recently surveved twenty-six bankers,

-

professors in schools of business, Small Business Administration

representatives, members of Service Corps of Retired Executives

1

and executives of small business investment companies throughout
the United States. These individuals were asked to select those
most successful and those most likely to fail from a list of
eighty-one common small businesses. The results of the survey
follow:

i THE 10 BEST

WHAT BISINESSES 1. Building materials stores. Increased
: residential construction and do-it-
'ARE MOST LIKELY yourself repairs should boost sales by
10% to 15% this year. '
70 SUCCEED? ,\
= 2. Auto tire and occessories stores. Today's
car owners are doing more and more repair
themselves, which should help produce a
growth ~ate of about §.7% this year. .

3. [Liquor stores. Industry growth is
expected to run at least 11% in 1978.
A hard working retailer can expect
something over 35% profit on each
dollar of sales. '

4. Sports and recreation clubs. The growing
interest in exercise is the key to
future profite. A club requires a
large initial investement and annaul
fees of about $2 million to turn
about $26,000 in profits.

5. Funeral homes and crematories. Small
establishmente make roughly $9,200 on
every $100,000 they take in. Despite
a decreasing death rate, the rumber of
deaths remains around 1.9 miilion a year
and 18 expected to increase with the
senior-eitizen population.

6. GSeed and garden supply stores. The profit
' ratio is about the same as for sports clubs.
Growth ig expected to run about 8% to Y% ahead of
last year. '
48 | 6
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ARE THE MOST
LIRELY TO

FAIL?
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Sporting goods manufacturers. Greater
participation in outdoor sports is
producing estimated growth ranging
from 8% a year for bicycle and bicycle
part pPEdu&éfg to 19% for the makers
of equipment for team sports and snow
and water skiing.

Ehgéngérzn§§ Zab@rgtafy and seientific
equipment. Because the aero:autical
industry is rebownding, engineering
equipment sales should grow about 12%
this year. Manufacturers of scales
aid lab equipment can expect about 11%
growth. :

Hardware stores. Hardware stores also
benefit from increasing numbérg Qf do-
tt-yourselfers. High profit marginsg
mean that hardware stores don't need
huge sales volume; 3550 000 in sales
will produce $30, 000 in profits.

fozge supplies and equipment. This
L511ess 18 PémaPkEbe resistant to

recession--a firm always needs office

supplies. Profits are substantiql;

every '$ million in sales can retumm
$40,000. Predicted 1978 growth: about 8%.

THE 10 WORST BUSINESSES TO OPEL

Local lawndries and dry cleaners. Since
29?2, zmprévéd home lawndry systems and
the increasing use af synthetic fabrics
have slowed growth in thie business.
Older, established cleaners have stayed
alive by providing extra services, such
as rug clemning.

Used-car dealerships. Banks have generally
soured on making loans to used-car

dealers and their customers because of

the high risk involved. Current predic-
ticns show the business shrinking in

15878,
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Gas stations. Competition and thiming
pr’@ﬁtk have tarnished these once lucra-
tive _,Pamszgg.: To earn $30,000 a

year, a station would have to gross about
87.8 million.

L&écﬂ truc?kirzg f;'ﬁm;_ T%’g Fﬁ fgr*z CoST

per V,,7q4-, or mqé = Fha s s
£ ‘j.’gne_*u P S I R “

prise. C—‘mmth pz@ spect

Restaurants. [o other business attractc
as many prespective entreprengrs as this
one doec. Growth potential 1s good,
about L0% in 1978, and profite aven't all
that bad, about 35.5% if you are successjl..
Still, "for every one that succeeds,
probably a dozen fail for lack of
management know-how.'" says Sam Sielliano,
a Salt Lake City SBA offieial. Fast-food
franchises offer management assistance,
bui: a major franchise like MeDonald's

cr Burger King requires a cash invest-
ment of $85,000 or more.

Infants' clothing stores. Babies are
hardly booming, and retail clothing
stores, particularly small, 7ndependent
ones, are encountering slow demad and
stiff competition.

Bakeries. Supermarket bakery depart-
ments make gurvival tough for zrﬁepgrze
dent stores. Shops that make it do s
by offering specialized services.

Machine shops. Over 5,000 independent
shops make this business highly com-
petitive. Each $100,000 in sales
yields an average $3,300 in pretax
profits.

Grocery cmd meat stores. Unless these
stores offer spectal services, Like
delivery, the going gets rough.

X
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L0. Car washes. High _urmover, st
pgtifi{jh and ;’”Qﬂ Effguzz ’
make thts one of the least atz
for the entreprencur. (Money, March
1978, p. 51) by Marlys Harris. Reprinted
from the March 1978 1ssue of Money
Mazazine by special permission, (© 1978,

Time Inc. All rights reserved.

The seasonal tusiness is another type of small business
that 1is growing rapidly. Seasonsal businesses can be retail,
wholesale, szrvice or manufacturing firms that are planned
so that their major sales volume is during a particular time
of ‘the year. The rest of the year the business plans to
operate ir low gear, 1f at all.

Seagonal enterprise is indigenous to swmmer

or winter resort areas, but there are many other

non-resort businesses that lend themselves to

this concept. Seasonal businesses can also be

tatlored to fit around the hours of anothier job--

or the demands of a growing family. Some people
are able to live wholly off their seasonal

profits; others are content to earn a valuable
Duﬁplsmgntaru wneome. (Family Circle, February 3,
1978, p. 48)

Claudia Jessup and Genie Chipps are co-authors of A

Woman's Guide to Starting a Business published by Holt,

Rinehart and Winston. 1In a Family Circle article they listed

twenty small seasonal businesses that have been successful.

SJ OF THE MOST SUCCESSEUL
SEASONAL BUSINESSES

Retaill
Boutiques can be seasonally vprofitable in

resort, tourist areas. (onsider resort
wear, gcuvenirs, local crafts and jewelry.
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. Stalle in flea markets, shop
are good locations. E?@fi
organic cosmetics, bOOX3,
tor items, closeout
utensils, hcuseware

. Sidewalk vending 18 ';guZEtEi Zo=§ZZQ gi;h
vendor's permits and availa
Attract Lﬁpulaé buyers witn inexpe
items: on fkm iﬂggs;gﬂzea n@UmZQi

JLOWers, ZM“&L/QQJ sacnets and sc

. C@HSlgﬁﬁ@nt Shops sell consigned goods on
cormission (20~ dD@;. Can CEZ7 art,

In any season, lling food ts the top retail
business as Uéll a3 the most closely Psgulctgd
Don't proceed with any food idea before in-
vestigating local zoning laws, health regula-
tions, licensing, permits.

. Restaurants. with seasonal elientele do
best with specialties: soups, salads,
chili, ice cream, frozen yogurt, health
f(jﬂd\:& .

. Pusheart Vending can require an outlay of
4500 to $1,500 for the cart, depending on
type. Most popular: hot d&gs, ice cream,
popeorn, ethnic goods like egg rolls,
souvlaki, tacos.

. Catering com fit any season. You might
specialize in canapes, hors d'oeuvres,
birthday cakes, holiday bakad geods,
desserts box lunches.

Wholesale Foods are marketed in cowntry and
health food stores, ngf shops, small gro-
ceries. Try: candies, jams, jellies, con-
diments, breads, pies, quiches, frozen main
dishes. ’
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Campus Catering in college fowms can
start with direct-mail pitch to parents
advertising exam "eare" packages (boxad
goodies delivered at exam time) and
birthday cckes for the toiling student.

(shégk ﬂéﬁzﬂg} .
try: cut flowere, zAgﬁsgg ?s:LfHﬁZ gs@ds =
homemade baked gocds, candles, handmade

erafts.

Over-the-Counter Prepared Foods involve
setting up a retail shop in a prime loca-
tion to cateh seasonal crowds. DBest bets:
take~home main dishes and desserts.

. Specialty Franchises like Ice cream and
frozen yogurt can cloce down for the
coldest northern montha, providing a
year's income in 9 months or less.

For Services Rendered. .

Flea Markets are very popular now. Find

a large space to rent (parking lots, drive-
in theater) and advertise for vendors
(antique dealers, erafts people). Rent
space at flat fee per day ($15 to $25

per space is usual).

L]

plant or lawn care, mail fbrwa.dzﬂg; house-
sitting or -airing. Dietribute brochures
listing services; base fees on time and any
special skills you possess.

. Home Services include animal care, [eeding,

Party Planning ealls for imagination and
arganvsat1§ﬂgl abilities. Standard fee

18 25% of total budget. Work with caterers,
rental halls, paper-goods outlets to offer
discount eraﬂaﬁméﬁtyi Charge minimum fee
for consuitation; obtain advance deposit.

Party Entertainment can draw on talents as
a elowmn, magieian, puppeteer at children's
partiee. Charge flat fee plus overtime.
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. Tour guides ean coordinate and run: regional
bike tours, nature, bird-watehing hikes, back-
packing, star-gazing, historic walking tours.
Advertise in travel guides, travel sections
in newspapers; talk to Chambers of Commerce,
travel agents, hotels, tourist information
centers.

’ . Child Care can be: play groups, kiddie taxi
' service, after-school care, baby-sitting.
Check state/local rvegulations on businesses
involving children and insurance requirements.

. Classes {you can) teach your specialty:
cooking, exercise, sports, gardening, crafts.
Have adequate space, asupplies; advertise
locally, dirvect mail.

. Cottage Industry produces handnade erafts,
foods, Christmgs items. Final price must
cover: marketing cosie, raw materials,
equipment, labor, overhead. Add a minimum
50% markup per item for profit. (Family
Circle, February 3, 1978, p. 160) '

The grcwth of small business was recogunized when

former President Nixon proclaimed a "Small Business Week."

In the Proclamat’on Statement, Small Business Week, 1974,

hE{SEidS "The history of America is in large measure the

nistory gf independent enterprise. From the earliest days
of our history, the trader and the merchant, pushing west-
ward, laid the foundations for what has become the world's

greatest economic achievement."

T
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ADVANTAGES OF BEING SMALL

Being small is not always a disadvantage. There are those
WHAT'S THE - _
o whe believe that this kind of business can capitalize on its
ADVANTAGE IN | '
T smallness. The small business has greater flexibility, is able
BEING SMALL? v ’ S '
' ' to adapt dquickly to new or changing conditions, can provide more

peré@nalizéd sefvica to its customers, and can speciélize in
goods or.services to a greater extent,

In some certain situations, sﬁall businesses have a

\ .
definite advantage. For eiample, a small business:’

(1) Can have close "family" relaﬁicﬁships with employees
and sgmé!guétﬂm2§s- Small business people know their
employees and car normally meet with thém daily.
Because of these rélaﬁicnships a Small/business often

} . /
has higher morale, and at times, highér productivity.

Kﬁgwing the customers persanally is'éertainly an advan-
tage; thelr needs and wants can b%fiora readily satis-
fled. . /
{
(i) Can offer personal "special” ser&igé to customers.
?‘z@jz‘ B ! /  Some types of businessés=asgch as the 10;31 interior
décgfatinébsﬁudig, the custom picture frame company,

the architectural firm, and the child care center,

provide -the personal touch to customers.
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(3) Can offer perishable materials efficiently. For

example, the florist business cén clear a profit
while not necessarily bEﬁéfiting from expansion.
Small florists can jéin together in a 'wire service"
plan. . They can serve a large market of potential
customers ‘over a lafga.géagraphigal area, thus taking
care of local needs more efficiently.

(4) Can provide their services or Prgducté more efficiently.
Real estate businesses that operate on aismaller local
SEélEVhEVE proven to be quite successfui; The recent
growth of franchised real estate firms supports this.
Small local brick and stone companies are another examplé;
The cost of traﬁsp@rting such materials long distances is
almost prohibitive.

Small businesses can also take advantagé of government

support. The role of small businesses in our economic system
“i; not an aceident@ Special federal gévernmeﬁt programs for
small businesses héﬁé heiéed them assume a healthy position
in the economy.

Mismanaged large organizations have also provided advantages
to small buéiﬁgssési Because of the competition factor in our
economic system, most of today's large bus.’'nesses .were at one
time well-managed smali businesses. They grew because the firm's
fleaéefshipf;nd personnel had the skills and training to manage the

business successfully. It is probably accurate to say that there
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are many small businesses today that will be the big
businesses of tommorow.

. Shaklee Corporition is a good example of a firm

" that began small and is today the seller of $245
million worth of good supplements, cosmetics and
household items. In 1956, Shaklee, who was
over 60, and two sons, began selling vitaminsg
and food supplements out of senior Shaklee's
basement. In 1973, the Shaklee business had sales
of 875 million and went public selling 700,000
shares at $23 a share. The family continues to
own 56% of the stock. Shaklee salespersons, most
who are housewives and moonlighters, are all
self-employed and sell the company's products by
doorbell ringing and party throwing throughout [
the country. (Forbes, October 15, 1977, p.-83y" "
Reprinted by permission of Forbes MagidZine from
October 15, 1977 issue. -

The small business owner will achileve success by using

céghniqugspthat will promote the advantages of being small.

" The small firm ought to capitalize on these advantages, when

appropriate, and not attempt to meet big business head-on. These

advantages, combined with the increasing demand by consumers for

! . : . 5
specialized services and custom goods, suggest that small business

"will continue to have an important role in our economy.

CHANGES IN CONSUMER BEHAVIOR

In today's environment, change is a key word. New
enterprises enter the economy; some grow; others merge
with other firms; and some become large conglomerates.

Nothing seems to be too static in the business worid.

Energy crises and envirohmental controls create challenges

for some businesses and oppertunities for others. Social

changes, such as the number of people in the labor market,
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are significant to business. As more women return to

work, the need and demand for more househnld canveﬁiemces,

frém microwave ovens to food processing machines, have in-
Y creased. In the lasct fifty yéarst much has been done to make
| | /housekeeping eaaieFE Dish?ashé;%, dryers, blenders, mixers,
can openers, ffeegéfsi aﬁd sweepers are a few of the labgra_
saving devices now on the market. |

To complement the labor-saving appliances, new crease

and soil resistant fabrics were developed. Food producers

have produced frozen foods, diet foods, foods packaged

for large families or individual’ servings, various sizes

éa go from the freezer to the oven.
| ?ﬁééinéréased number of working women has had substantial
T

impact on our economy. In some families, warking women provide

additional income which allows the family to purchase goods that

at one time were luxury items. Inggmé-inIEﬁcess of that required

for basie negdé ig called dircretionary income; its amount has
gfﬁcrgased significantly in the past ten years. In 1950 only
23-32 of wives were emﬁlqged outside th. home; today, over 44%
‘are in the work force. Many retailers have had to adjust their
hours to accommodate working women. Most major grocery chains

are open evening hours, and some are even open.twenty-four hours

a day.
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More people are on the move. Years ago transportaticn was
limited and pecéle wére confined to their imﬁediate area. Now,
with_cur vast highways, airplanes, automobiles, trainS? and boats,
more businesses «re needed to pfcﬁide mobile citizens with the
services and goods they desire. |
Ancthef social change is caused by the overwhelming Amerigaﬁ
desire té not be overweight. Businesses that provide .goods and/or
services for the "slim" look have been growing fapidly; Ir addition,
the apparel industry haE had to adjust according to this so~ial
change, producing more clothing in the smaller sizes, changing

standard size labeling, and even modifying styles,

pac |

he age groups that will grow fastest in numbers between
now and 1985 are the 25-44 range and persons under 5 and over 65.

Other changes in éaciéty such as rising divorce rates, growth of

A

‘the number of children attending preschools, and the credit explo-

ion all haﬁe;imﬁégted én small businesses:

Ghange-ié no doubt inherent in th; business world. The

ability to cope with éhahgé is certain to be even more crucial

in the years to come. Businesses will neeé to learn how to adapt

to it; resisting change or haviag a "status quo" attiltude will pro- |
bably bring failure. Entfepfené;rs wﬁo develop open mindedness
and are innovative and creative will undoubtedly find their

businesses profiting from change.

\.
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A elassic example ic Certron Corp., an Anaheim
(Calif.) producer of blank cassette cartridges ani
precision computer parts. 'There was simply no
finaneing available for us,” says Edwin R. Gamson,
Cértron's president, about a $600,000 operating
loss reports last year when the oil crisis sent
nlastics prices, soaring. "We stayed alive by
trimming operations and kéeping on a positive
eash basis. The banks have been extremely.
cooperative with us, except in giving us money. "
After ite-big suppliers, DuPont and Monsanto, could
not fill company orders during the shortage, Certron
had to turn elsewhere for 50% of ite materizls.
"Black market was out of the question,” Gamson
‘says. "Their prices were out of sight.” So
Gameon turned to the major airlines, purchasing
! their used plastic dishes, eating utensils, and
cocktail glasses. With help from the health
department we learned to clean them, grind them
up, and use them over again," he eaplains. "We
also bought used Kodak Instamatie film cartridges
/ from film processore."
Y, !
/" Certron had been selling cassette cartridges
) to Ford Motor Co. in several different cclors,
/ but adding the new materials gave the batches
‘ -q muddy color. Undaunted, Gamson added black
to disguise the polyglot antecedents. "And
( we convineed Ford they could have any color
they wanted as long as it was black," he says
with a grin. (Business Week, June 30, 1975,
: ' p. 98 and 100)

ECONOMIC CONDITIONS AND SMALL BUSINESS

HOW po SHALE yzﬂﬂw big 1s our economy? One way to measure the size of
BUSINESSES our nati§n31 production is to add taéethet the value of all the -
AFFE?T OUR ~ goods énd servies we prcduﬂﬁ in one yeafi. The total i1s called the
ECONOMY? gross national product or GNP. Small businesses, according

to the Small Business Aﬂministfatign (SBA), account for about 437%

: of the gross national product.

60 )




Part I, Unit A

Nature of Small

Business

Business, small business in particular, has an effect on

economic conditions, and is ‘in turn affected by the prevailing
‘economic. climate. For example, during times of recession, maﬁy
businesses find themselves appealing to new markets because of a
decrease in their sales. Inflation is an economic factor which
has many iﬁplicatiens for businesses. Prices for food and services
are continually rising, yet profit margins and incomeé do not in-
.crease as rapidly. In recent times the energy supply has come té
be an important factor. With>PTESéﬁE shortages apd the uncertainty
of future availability, ° 2 cost for energy is climbing. .The
growth of both ggvefnmeﬁt red tape and the business failure rate
impact on small businesseg. As businesses faill, those remaining
aye sharpér and represent stiffer competition.
are ?Eréénal iﬁcéma and consumer confidence. That is, do people
have the money to buy goods and services and do they want to? |
The labor supply is yét another facﬁar tQ‘CDﬁEidéf. During

periods of high unemployment, the pool of qualified workers will-

\. ing to work in .small businesses is larger than during periods of

Vi}gw unemployement. Finally, the stability of prices contributes
to the economic climate. The greater the price stability the more
healthy the climate for sEafting a new business.

. XDd;Géﬂ start some buslnesses on a "shoestring" but opening
other enterprises requires large sums of money. Either type will

réquifé capital. Undercapitalization is often the maj&% reason
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why a business fails. You will need to have enocugh money to
cover start—-up costs until the business begins to break even.

Start-up costs should include initial inventory; one-time expen-

costs, and personal living expenses,

Changing Times has estimated the capital some typical

. businesses require. A service-type business requires less
capital than a manulacturing business. Opening a hardware store
with thousands of items will take more money than a handicraft

consignment shop. Review the information below in terms of your

business/ownership aspifaté%nsg Can you afford to become an

entrepreneur? -

) Total Capltal
Tvestmant N

“Type of Business Investment (For Stayrt-Up
And ' In And Firct Three

Annual Cross Salna Inventory - Months! Operation

Repair Service :
Furriiture ‘ $10,000 to
820,000

Car ' , 815,000 to
840,000

TV/Radic ' _ 810,000 to
, 42 )

Appliance 86,000 to
820,000

C‘Zc:;::‘;‘kﬂ’a teh $8,000 to
812,000

Shoe 815,000 to
825,000
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Business Machine - - § 6,000 to
' 810,000

Bicycle 3 & 6,000 to
$10,000

Contractors (Plumbing, 820,000 to
Carpentry, Electrical, Ete.) 830,000

Equipment Rental Service
850,000 to $200,000

Lumping/Recreation $ 7,500 to $15,000 to
: 815,000 - 825,000

Soft Goods (Party, 812,500 to 825,000 to
Stekroom) 521,000 : 835,000

Pabric Store 825,000 to 438,000 to
4100,000 to $200,000  $35,000 858,000

Hobby/Crafts Store 820,000 to 836,000 to
Under $200,000 - $30,000 856,000

Based on data in Bank of America's Small Business Reporter
series. (Changing Times, August 1977, p. 40). Reprinted
by permission from Changing Times, The Kiplinger Magazine,
August 1977. Copyright 1977 by the Kiplinger Washington
Editors, Inc., 1729 H. Street, N. W., Washington, D. C.
20006.

One basic priﬁciple of our economic system is freedom
of ﬂppgftuﬁit?-j This means not only the right to select
cne's employer but also the right to become an entrepreneur.
The decisiop to become an entrepreneur is an individual
ona and invcives Eonéideratian of many factors, including the

existing economic climate.
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SMALL BUSINESS ADMTINISTRATION

In 1953 the United States Congress passed the Small
" WHAT'S THE
1
I R o
SMALL BUSINESS . : ’
\ (SBA). . The SBA was originally a Korean War program that dealt

ADMINISTRATION | |
: with military contracts which supplied small plants. The SBA's,

ABOUT? B
B major purpose is still to aid small business in bidding on
government contracts.
Tn recent yeérs the SBA has been strongly criticized.
.There are those who believe the SBA is not doing the job it was
developed to do. They feei that the SBA is not an advocate for
small busimeéses, that it does not "campaign' emough with |

Congress and legislators on behalf of small business. The June 30,

1975 issue afggus}néss‘WEak included an article on the SBA

controversy.

Sy
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A BOX SCORE ON THE CONTROVERSIAL SBA

c : It is the official national policy that small business
S deserves a thumb on the scale to help balance tﬂé
greater finaneial muscle and managerial sophistica-
tion of the big corporations. But with just over
4,000 employees, a fiscal 1976 budget of 8l19-million,
and a rather hazily defined constituency, the Small
Business Administration, which is charged with carry-
ing out that policy, has little hope of being an

aid to more than a handful of the close to 10 million
small businesses in the country. It generally gets
gaod marks for what it does, but a lot of heated
eritieiem for not doing a.lot of other things.

The SBA i8 generally thought of as a lending agency.
Most of its loans, however, now come from private
lenders with SBA guarantees of repayment. In a
typical year, SE . borrowers range from such small
but established companics aé Replogle Globes, Inec.,
of Chicago (which got $650,000) and I:.termountain
" Rubber Industries, of Commerce City, Colo. (8580,000),
‘ doum to ‘%@m=aﬂd—pap" establishments that needed
" only 81,000: ?apata 8 Tamale & Burrito Co. in
Denver and Shirley's House of Beauty in St. Louis.
The loans are supposed to be only for ventures that
eannot raise the money, and are riskier than
normal bank deals.

SBA-guaranteed loans are not cheap. The current
interect ceiling is 10.25% and the big urban banks
tend to.charge that. In contrast, the interest rate
on direct loans--a rate set by Congress--is a bargain
6.75%. But that money is hard to come by. The SBA
saves it for the very riskiest ventures--most often
minority-owned businesses--or very special cases
where a bank just will not come through, even with
a guarantee. The Small Business Committees in
Congress constantly Lean on the SBA tg make more
direct loans. But the agency prefers to guarantee
because they lessen the fiscal impact of government
spending and reduce the subsidy element--a reduction
that the agency brass thinks makes the program more
politieally palatable.
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The ageney is also criticized for making the wrong
kinds of loans. Karl H. Vesper, a University of
Washington business professor, for instance, argues
that the SBA's loans should be oriented more toward
maintaining small, struggling service establishments.
"The governmment uses its money to <immortalize dino-
saurs such as Lockheed and Penn Central rather than
help a small business that could eventually replace
them,' he says.

Red Tape. Businesses complain about delays in getting
SBA 0.K.'s on their applications. The average pro-
cessing time is 29 days, even though local offices.
have authority to act on most loans. Deputy Admini-
strator Louis F. Laun concedes that "owy processing
has fallen further behind than we thought it had,"
attributing some of the delays to ovepcaution in the
wake of revelations that some local ¢ffices had been
making a string of wnlawful loans. .

The agency's mandate, however, 2‘8?.17’265 well beyond
finameing, and its officials are putting increasing
emphasis on helping small businesses to improve their
managerial techniques and pressuring to get them a
fair shake from government. All new loan applications
for instance, are now reviewed by local SBA manage-
ment experts as well as by financial specialists.

The deal is often contingent on the borrower's taking
some management training--a proviso that has drawn

a lot of flak from black borrowers, who have called
such demands racist.

The SBA has recruited thousands of retired executive
volunteers and college business students to provide
counseling for small entrepreneurs. The agency is
now conducting "austerity management" semirars in 80
cities. "Small business is hurt in a recession be-
cause it 18 generally operaiing with less liquidity,"
explains Henry Warren, head of the agency's ranagement
services. 'Where he is hurt, he is hurt very rapidly."
The entrepreneurs are given tips on how to drum up
new business cnd how to slice expenses (examples: call
suppliers collect, lay off marginal employees, demand
rent reductions).
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» Ite Charter. The SBA was created in 1953 as an out-

\ — - growth of a Korean War program that earmarked certain

‘ military supply contracts for small plants. And it
18 still a major aim of the organization to cownter
the fﬁet that, as Administrator Thomas S. Kleppe puts
it, "a lot of liitle companies don't know the first
d@@dl§g=run=bum about bidding on a govermment contract."

KZE?FE 28, a two-term Republican congressman from
North Dakota, became head of the SBA in danuaﬁy, 1971.

His agency continues to goad other governmment agencies
“to set aside contracts for bids only from small com- ~
' panies, and about one-third of all governmment procure-

ment i.; now done that way. In addz,tzorz close to S 00

million worth is bought [rom minority-owved smaZZ
businesses with no bidding at all. L

But bssii@s trying to see that govermment helps small
business, the SBA is trying to assure that govermment
does not hurt small business. The agency's efforts
were underscored, this week when President Ford told
a small business group in Washington that "I want
small business released from the shackles of federal
red tape."

The SBA has QZMFya tried to be a pressure point for
small business in Washington. Kleppe takes credit

- for persuading Congress to include used equipment
in the investment tax eredit law, for instance. But
a formal organized adwocacy effort got off the ground
only last fall. Its intent is to plead small business'
case before other federal regulators and to see that
each agency hads some official charged with making
sure that rules are not drawn without thinking about
the special prangmg of small business.

- A Typical Case:: The Food & Drug Administration (FDA)
recently proposed new food storage regulations that
small packers say would be wnbearably eapensive for
them. The SBA found out that the FDA checked out the
preposed rules only with the industry's largest manu-
facturer. The FDA is now consulting with small
companies and will revrite the standards.

Such cases are not uncommon. When Milton Stewart,
EFQSlﬁﬁﬂf of the National Smull Business Assn., is
‘. government can help small business, he
met el T start with, get @ff our backs.” Bureau-
w1t o~ Kreppe's goal 1s to make sure that othenr
upe iuensts do Just that.
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. Thea Government 's Role
' In Small Business Lending
Millions of Dollars

Fiscal  Number of Total 584
Year Loans , _ Amownt Share*

960 . . . 3,707 . o 173.5 . 5 148.9
1961 . . . §,08% . 261.3 285.1
1962 . . . 6,373 . 380.6 . 316.7
1963 .- . 6,288 . 537.6 . 265, 8
1964 . . . 6,537 . s42.1 . 275.6
1965 . . . 14,034 . 408.4 . 591.1
1966 . . . 12,686 . 444.7 | 371.9
1967 . . . 11,830 . 504.5 . 420.0
1968 . . . 13,100 . . . . . .. 624.3 . 505.7
1969 ™~ . 14,523 . . . . . . . £99.3 . 570.1
2220 . ) L 15,002 . . . . ... 709.6 . 596.0
1070 . 21,495 . . . . . .. 1.122.7 . 963.2
1972 . . . 28,025 . . . . . .. 1,573.8. 1,360.8
1973 . . . 33,948 . . . . . .. 2,196.2. 1,925.8
2974 . . . 87,485 . . . . . . . 1,947.8 1,698.6
1975%% , ., 20,260 . . . . . . . 1,448.3 . 1,259.8

* Includes bath direct Zﬂaﬂu and guarantees
** BW estimate -

(Bﬁsiness Week June 3D§ 1975, pp. 100 and 101)

E;»
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Business

Are you able ta'apply yvour knowledge of the nature of

small business to your business aspirations? Are you totally

familiar with economic factors, consumer behavior changes and

I

types of small businesses that hav. an impact on entrepreneur-

ship? The following activities should help you check vour

knowledge of the nature of small business.

{

ASSESSMENT ONE

| %]

Make a list of the services the SBA -~rovides tu smail

o
[nud

businesses based on the article you just read in Business

Week.

Would you approve some form af legislation, either state

or federal, that would establish minimum qualifications

for entry into a given type of business? Why? Why not?
Tf you believe standards ought to be established, what type

(kinds) of standards do vou think wou - be appropriate?

Write a three- to four-page paper describing an existing
zmall business and t-11 in your report why you think it

is or is not successful, and how it could be improved.

Explain the importance of small business to the nation's

~conomy.

4
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POSTASSESSMENT

1. Identify three changes in consumer behavior that ycu

believe have had an impact on small business.

2. ﬁ%%é and briefly discuss thrze advantages of being

a small business.

3. What do you believe is the future for small business?

Are you optimistic? How did you reach your conclusions

il
o

mall buziness?

1y

about the future of

3
I

4. 1Identify some of the types of small businesses which
are having real growth. Why do you think they are

doing so well?

Identify a business you aspire to own and explain

K

. why you believe the business would be successful.

Compare ycur answers to your responses to the preassessment.
You may want to check 3 postassessment answers with your

instructor.

SELF-EVALUATION-
How well did you know-the information needed to do the
activitzes? -
( ) Very well
( ) TFairly well

( ) A little

70



Unit A
of Small

s

]
= W
n \"1

£ I,
ure
iness

B

‘Tﬂ

Be honest with yourself.
ater’al well enough 't might

efore going on.

o

T 50

o
ERIC

Aruiitox: providea oy enic [




re of 5mall
Business
T
RIBLINGRAPHY
Couk, T. "rarl Sontheimer's Better o zetrvap,” Fork
March n. L9/B:  B5-hh.
Harris, M. "Do You Have What 1t laker," Moncy, Maron 1978
- iy k]

Heinzel, R.S. ﬂRiﬂhES“TD*REgSgTDiRiQhéS Story: An
HEntrepreneur Sells Experience," The Los Angeles Ti
ngl_y 17, 1977: Part 1V:

Jéssup, Ci and Chipps, G. "'Seasonal Businesses Work Now,'
Farily Circle, Februarv 3, 1978: 48 and 150,

Klein, F.C. "The Venturers: Doyle Hayt Survives Bankrurtcy,
oucceeds Second Time Around,'" The Wall Street Journal
Nobvember 29, 1977: 1.

T
ol
i
—
=
o
L
=
il

Fighting Chains
~'"The-Wall Street

Machalaba, D. "The Venturers: Bok
and. Cxhaustion With-Small Rests:
Journal, December 2, 1977: 1.

\I'I!l
\W
‘ZIJ‘
=
I
i}

May, R.B. ?The Venturers: John Ma: .y Struggles T Keep An
Idea Alive On Barc-Bones Capital,'" The Wall Street
JDurnal Nauembef 14, 1977: 1.

Meeting Special Problems Of Small Business, New York:
Committee for Economic Dpvelcpment 1947: 14.

Overend, William."Inventor's Pipe Dream Going Up In Smoke?"

The Los Angeles Times, November—6,-1977: 18.

‘Panacea, Flacebo, Nostrum, Amen,' Forbes, October 15, 1977:
83. .

"Panty Girdles Lose Out To Miniskirte,' Columbus Dispatch,

April 5, 1970: 41,

j;”i
3:--*"
Pappas, V. "The Venturers: Colleges Are Replacing School Of
Hafd Knocks For Some Bu51nessmen-” The Wall Street
Jéurna%) December 9, 1977 1.
shaffer, RiAi;"The Venturers: How Fusion Systems Blundered
To Success With Exotic Product.'" The Wall Street
_ Journal, November 17, 1977: 1.
(S‘l i =
< §
O

ERIC

Aruitoxt provided by Eic



"Small Business: The Maddening Struggle to Survive."

s Week, June 30, 1975: 96-1Cl.

o i
tart On $6,000 And Up."

"small Businesses You Can
imes

L]

74

5, The Kilplinger Magazine, August 1977:

o
(]



SOURCES TO CONSULT
FOR FURTHER INFORMATION

MacFarlane, W. . Principles of Small Business Management.

New York: McGraw-Hill Book Co., 1977.

"Rayel To Offer Expert Business Advice.” The Los Angeles Time
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July 31, 1977: Part VIII: 3. = s

Small Business Administration, Washington, DC: Government
Printing Office.

Analyze Your Cost
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1s Your Cash Supply Adaquate? Management Aid nc.

Elx &P hDda for Success in a Small Store. Small
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. Sweeping Profit Out the Back Door Small Marketers

Aid no. 138.

ValggiAna;ysisrfar Small Business. Technical Aid no.
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in Entrepreneurship Nature Of Small Business
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USING THE INSTRUCTOR’S GUIDE

The Instructor’s Guide cr:mtams the following:

@ Teaching/ l.earninff- Jbjectives ( idEnticai tc; the Teaching/
Lezrning Objectives found in the PACE unit)

4

e Teaching/Learning Dalivery Suygestions

o Pre/postassessrient Juggested Responses

This inforn-ation is geared tov.ards the three lzvels of learning, and is designed
for use as o supolemental teaching aid. Additional instructions for using PACE,
sources of inormation, and an annatated glessery can br: found in ihe 2ACE
Resource Guide. :




PRE/FOSTASSESSMENT
SUGGESTED RESPONSES

EXPOSURE
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According to the Smail Business Administration (SBA) & small business is “‘one which
is individually owned and operated and not dominant in its field of aperation.”’

Look for the following respones: lack of experience, lack of money, wrong location,
inventory mismcnagerient, too much capital in fixea assets, poor credit-granting

practices.
If a business does not produce profits it cannot survive.

Of the 13.1 million businesses in the United States, 3.4 million are small businesses. Siiaii
businesses account for 43% of the gross national product. These figures point out the
mpcrtznce of small business in aur ecoriomy. Of course, the importance of small business
is relctive to industry type. For instance, retail stores constitute the largest number of
small businesses (appraﬂlmately 40%), whlle mznufacturing is dominated by big businass

concerns.

Look for the following responess: small businesses are more flexible, small businesses
can cu--centrate on smaller segments of markets, sma!l businesses can quu:kly reac:t to

such cc.x erns as competition and general Eﬁﬂﬁﬂrﬁlt‘; conditicns.
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Cnmpe...tlcn is at the heart of our ecoromic system. It affects prgducts buyers, and .~ k v*ﬂ
sellers, It helps buyers becal e it prompts sellers to improve product quality while o '

_reducing costs. It helps sellers because it leads 1o develnpmerit of new praduﬁs and pro- -

niotes entty of new firms.

Look 17r respones that include descriptic  of the foliowing: iow m.tial capital requi.e-
ments highly centralized potential mark. -, , highly ;.echmcel skills unnecessary.

LOGk for respons.. that note ditficuities of defining smal! busi -ass, 1n.ese difficulties
in~ .7 shesence of clisclusure, laws of soje proprietorships, and *ferent cnter!a used to

dat - e smal! "'«%yslness in various tvpes of irdustries.
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Forty percent of all small businesses are retailers. The next largest group is service enter-
prises, followed by wholesalers, then manufacturers. Because of the initial investment
raquirements, small manufacturers are the lzast prevalent.

rnent II'IIEI verition thrnggh ru!es and regulatmns tzght mcney raaul tmg in hlgher mterest
rates and depressed markets.

PREPARATION/ADAPTATION

1,3

_Look for the following respones: consumers want more leisure so they buy more labor

saving appliances, consumers have more discreticnary income so they buy luxury goods,
more and more of consumars’ income is being earned by women, cons.mers are more
geogrephically mobile, consumers are more weight conscious.

Look for these respones: a small business has greater flexikility and can adapt quickly to
new or changing conditions, a small Business can provide mor ersonalized service to
customers, a small business can spemahze ina pmduc’t or servn; .g, a sma!l husmess receives
support from government agencies. , e = .

Respondent should *‘cmsider such factors as government support, rate of failure, prepara-
tmn methods, and opportunities for minorities and women.
Look for the following respoiises: auto accessori - -:ores; cuilding rnatenals stores; liquor

stores; spot’s and recreational clubs; funeral horws and crematories; seed and garden
supply stores, hardware stores; manufacturers of sporting goods and engineering, labora-

_ tory, and seientific equipment; office supplies and equipment stores.

Respondent should sd&nt:fy a business and consider the initial amount of capital required
and expected growth rate, . . _
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’ ___TEACHING/LEARNING OBJECTIVES TEACHI' 5 'LEARNING DELIVERY SUGGESTIONS
— ' ) T - ) ~ A variety of diff srent teaching/learning methodclogies have been
Upon compietion of this !2vel of instruction you should be abia to: used. To help ycu organize your work and plan the use of this fevel
— _ _ e I _ thesa suggestions are made: e

Exposure

1. Datine small business,

2. ldentify some of the factors uz-d ip defining a smai!l businass,
3. Explain what is meant by ":he profit metive.”

. Define profit, supply and demand, and frezdom of cho'-».

. Describe the roie of small bus’ “ess ir: our cconomy.

Nemi some ~f the majo: csuses for buciness failures.

o 0 de

1. Contact your local Chamber of Commerce, Better Business Bureau,
local ratai” =rs and mar. facturers to get sanples of products and
services that were not available in your cornmuni*y twe vears age.

2. Attempt to locate a business owner in your community who epened
the business within the last three years.

3. If you are locatec’ =ar an SBA field office, arrange for one of the
staff members to 2t with the group,

4. Ask a local entreprereur to meet with the group *o discuss the
relationship of profit me. .5 and 5:90ly end demznd te small
business,

Exploration

1. Explain the major groupings of small businesses, their impoitance
to cur econemy and specific problems each group faces.

. Explain why it is difficuit ta define smail business.

. Llentify th2 characteristics of sma'l businesses.

. Discuss the importance of smal! business.

. Describe how supply and demand wark in our economy.

. Describe competition in our economy,

AN L G M

1. Attempt to locate o .mall business owner in your commiunity wha
is active in commun’:y affairs. |avite the person to meet with the
group to discuss the future of small businesses in Your commuriity,

2. Invite a local entreprenaur who recently opened a business to speak
to the group. Topics covered can include initiai investments and
start up costs.

LEVELS OF LEARNING

g 7. Sta’;e some of the predictions being made z>out the future of small 1. Invite a Small Business Administration member to meet with the

= business. group to facus on the existing controversies regarding SBA.,

& 2. Identify some of the consumer behavior whanges having an impact 2. Ask a local entrepreneur to discuss with the greup how changes
] -4 on small business, in his or her products or services have reflected changes in eonsumer

k) 3. Identify jome of the types of small businesses which are haviry real behavior, )

% growth,

5 4. Identify the advantages of being a smail business.

F= 5. Describe the functions and services provided by Small Business

= Administsation (SBA), -

% 6. Discuss the impartance of economic conditions an small business,
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The PACE series consists of t..sse parts and units.

PART I: GETTING READY TJ BECOME AN ENLREPRENEUR
Unit A: Nature of Small Business

Unit B: Are You an Entrepreneur?

Unjt C: How to Succeed and How to Fail

BECOMING AN ENTREPRENEUR -
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Unit A: Developing th= Business Plan

Where to Locate the Business
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Legal Issues and Small Business
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Unit Regulations and Small Business

‘Unit E: Choosing the Type of Ownership

Unit F: How to Finance the Business

Unit G: Resources for Managerial Assistance

/ PART III: BEING AN ENTREPRENEUR
Unit A: Managing the Business
Unit B: Financial Management
Init C: Keeping the Bbusiness Records
Unit D: Marketing Management
Unit E: Successful Selling
Unit F: Managing Human Resour: ‘s
Unit G: Community Relations

Unit H: Business Protection

RESOURCE GUIDE -
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