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Traditionally vocational education has been geared primarily
to preparing students for employment--to preparing employees.
Yet there is auother career path availau] ; students can learn
how to set up and manage their own businesses. They can become
entrepreneurs.

Vocational education, by its very nature, is well suited to
developing entrepreneurs. It is important that entrepreneurship
education be developed and incorporated as a distinct but integral
part ¢f all vocational education program areas. A Program for
Acquiring Competence in Entrepreneurship (PACE) represents a way
to initiate further action in this direction,

The strength behind these instructional upnits is the interest
and involvement of vocatlonal educators and successful entrepreneurs
in the state of Ohio and across the nation. Special recognition is
extended to the project staff: Lorraine T. Furtado, Project Director
and Lee Kopp, Program Associate. Appreciation is also expressed to
the many who reviewed and revised the drafts of the units: Ferman
Moody, Hannali Eisner, and Sandra Gurvis. We owe a special thanks to
thosa 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 R.
Miller, Barbara §. Riley, Barbara A. Rupp, Ruth Ann Snyder, Robert L.
Suttle, Florence M. Wellman and Roy H. Young.

Robert E. Taylor
Executive pirector
The Nationagl Center for
Research 1n Vocational Education



HOW 70 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 z business), and (3) Being an
Entrepreneur (operating a business).

Each of the three parts has a set of instructional units which
relate to that topic. Within these units, che 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 tc use the PACE materials
to suit your individual needs. You may 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 un‘t
before going on to the next unit.

Before beginning a unit, discuss with ycur instructor what level
or levels of learning in that unit are most appropriate to your goals
and abilitles. Read the unit overview and lock 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
for that level.

When you are ready to start, turn to the level you have chosen,
take the preassessment and identify those items which you feel need
speclal attention in the unit. Also look at the learning objectives:
they will tell you what you should be able to do by the time you
finish that level of learning

As yuu read, you i1l netice questions in the margins alongside
the substantive content portiorn of each level. Use these questinr
to guide your reading.

At the end af cach :ovel of learning ave activities which help
you become : vu ved with the content presented in the unit. You and
your instruccor can decide on how many activities you should do; you
iy want to do several or you many need to do all,



When you and your inst
‘completed that level, vou a
elther in the zame unit or
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OVERVIEW OF THE UNIT

Whether you are buying an existing business or starting a new
one, it is vital that vou choose your location very carefully. De-
ciding where to locate a business is a very important decision. The
business location can ""make or break" the venture. The manufacturer,
the owner of a service firm, the wholesaler, and the retailer must
select the "right" site for their business.

This unit will acquaint you with some factors which should be

considered when selecting the business site. You will be able to
participate in activities designed to give you firsthand experience

ix

ety
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DEFINITIONS TO KNOW BEFORE Y

As you read through a level, vou might find some unfamiliar

words. Listed below are several business terms used in each

level, Xnowing these before you begin wight help you to better

understand that level.

EXPOSURE
site
EXPLORATION
Site

retail business

service business

wholesale business

working capital

fixed assets

e

o access
audit
appraisal

expanding market

industrial park
raw materials

supplv and demand

appreciation

sublease

service business

retail business

wholesale business



PATH OF STUDY

PART I-- GETTING PEADY TO BECOME AN ENTREPRENEUR

PART III -- BEING AN ENTREPRENEUR

Unit III A

Unit IIT B

Unit III H

K
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EXPOSURE | PART I1, UNIT B
- WHERE TO LOCATE
THE 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 vou've

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

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

1. Do you agree with ;hé‘sﬁatémént, "Selecting the right
business site can be the difference between success and

failure in.the business?" Why or why not?

4

.2. What are the advantages of buying an existing business?

‘w

What are the disadvantages of buying an existing business?
4. What are some reasons for starting a new business?

5. What factors are important in selecting a site?




-
~

TERCHING/LEARNING OBJECTIVES

should be able to:
1. Explain the importance of selecting the right
. business site.

2. Identify the advantages and disadvantages of

) buying aﬁ existiﬁgAbusinéss vs. starting a new
business, f%a
3. Name aﬁdrdescriﬁe two reasons for starting a
new business.
4. Name and déséfibé each of the fagtérsfthat must

' be considered when selecting a site.

¥



Part II, 'Unit B
Where to Locate
the Business

SUBSTANTIVE INFORMATION

BUYING AN EXISTING BUSINESS VS. OPENING A NEW BUSINESS

~ SHOULD YoUu BUY One of the most basic decisions you will make is whether
AN EXISTING to buy an existing business or start a new one. Both options
. BUSINESS OR have advantages and disadvantages.

START A_NEW_ONE?._ ...
T Advantages of Buying an Existing Business

f;§ﬁ§£j ARE THE 1. Studying the site will be easier. Existing businesses

ADVANTAGES OF often have such readily avaflable data as trafficvsﬁudiés,
§yyTNG ﬁN EXIST- . caunté of the number of people whg 735,_éhe location ét
;rﬁG'BUSINESS? s | vafiéﬁs:timeé of the day, Lypgngf_pégential clientele who
Y sﬁép tﬁé area, etc. |
,\ _' | 2. The eurﬁgﬁtlgwngf's équipménfj j@fﬂishings and fiztures

will be available. You will save time because you will

N

_not have to locate all of the necessary materials. 1In
.addition you will probably cut costs using the available
materials.
3. EFPéEi&HslﬂwﬁéfS or gmpl&yééé wiZZ bé able to help you
.maﬂagé the organization. Tﬁey can p%cvide you with help- f
fulxcaﬁtaéﬁs wﬁich willﬁsave¥jcu time and money. ’There :\i
.may be éﬁrﬁééd to hire new eﬁplcfee%; /
“4. You may have established customers. These customers o

could be a tremendous source of income which may reduce

the risk inherent in opening a‘ businegs. :




Part II, Unit B
Where to Loacate
the =su...ness

Disggvantagésraf_ggy;; : .wting Business

i The location may be so p. < even the most effective
WHAT ARE THE '
; management could not make the business succeed. Beware of
DISADVANTAGES o
| the deal that sounds "too good to be true.!' The owner/manager
OF BUYING AN
j_ may have driven customers away; the inventory may be outdated;
EXISTING &
f fixtures and building could be in poor condition, and equipment
BUSINESS?
f obsolete.

-t

Advantages of Starting a New Business

i The advantages of starting a new business are numerous.
WHAT ARE TH" . '
i You will have the opportunity to select your own employees,
“~._ -ADVANTAGES '

fixtures, and equipment. You have no need to follow up the

" OF STARTING . :
' R previous owner's policies and practices and can develop your

4 NEW o -- - ot

T own, You can "start anew' with clientele without any ill will
| BUSINESS? ' ; : '
i y .previous owners may have created.

i iy ' ; Disadvantages of Starting giﬁéﬁ Business

/ ' ' ' Choosing a new site is more of a gamble; you will need

WHAT ARE THE ) —_— _ . :

-to study a number of locations, gather city and local data

" DISADVANTAGES : : s '
do : (if available) and, in general, rely more on your '"educated

+| OF STARTING 4 - :

: instinct.” When you purchase materials needed for your new
NEW BUSINESS? - ’ b
- . ' business, you will find that costs have probably risen. You

must“also. build up and maintain a completely new and unknown

__{‘-‘;’ . ) ;5
clientele. 9 /




Part II, Unit B
Where to Locate-
the Business

SITE SELECTION C

Studies of business failures ind.ca_ - that a large number

HOW IMPORTANT ;
. cf businesses fall each vear because they did not consider
IS IT TO FIND o ¥
. site factors. Whether you buy an existing business or start
THE RIGHT

a new one, careful consideration must be given to all the site’
LOCATION? . N _ T
' seléctian factors. This is nc simple task,

%

\Entrepreneurs should identify the segments of the popula-
WHAT MUST BE , . '
- tion from which they believe the majority of their potential
CONSIDERED IN o L
E ' customers will come. For example, if you are interested in
SELECTING A ; I : o i
opaning a record store, it would be important to know where
SITE? o ' ' _ 7 .
the greatest population of teenagers and young adults in the

area is lﬁﬂéﬁéd\
| Other pgpuiﬁtiaﬁ”factérs include: ' How siablé is thg area?
Do people move iﬁ und éut rgguiérly? Is the population growing
oy deciining? iif the area is-répidly gruying théra\will prova-

4

Lily be & large numbér of young. families. All these factors

azed . to be considered .in relati@nﬁtg your business.

Income

o
JHY IS sa
>,
. N

'Impgﬁzéyfg foy geets ond services, prospective entrepreneurs should gather

N {vfomntrica vagarding income in the area selected. Specific
B L x
AN guestions to be answered include: What is the average income?

5
5

L



WHAT AEOUT

COMPETITION?

WHAT INFORMATION =

SHOULD BE

. GATHERED ON

LOCAL INDUSTRIES?

T 1s industry in the area substantial and pefmaﬂent? Is it

seasonal in nature? Are more industries moving in‘or are
. S

Part II, Unit B
Wherce to lLocate
the Bursinean
Is there a mixture of income levels (low, medium, high) in
| .
the area, or is the area predominately one income level? What

are the employment/unemployment trends?

\ Competition
Almost all b&siﬂesses face some CDmpétiﬁigng As a pro=
spectlve entrepreneur, you should analyze your competitors and
gather information on their strengths and weaknesses. You

should know how many competitors exist in your potential sales

cations for opening a new firm, the absence of similar

firms, 2) the presence of poorly managed companies, or 3)

an expanding market.

 ¥ou shﬁuldfaisc find out how many businesses similar to

/

.yours have apeneé or closed in the past two years. Indirect

is another factor to analyze. o

7iYPE;QfJ;B§ﬁStfygiﬂ_thé Area

' Lo ' Vo
A study should be made of the industries in the area

and should answer the following questions: Are 80% of the

townspeople dependent on one industry fg§~implgyment? Oor

does the community have a diverse number of industries?

many 1@éatiﬂg;glsewheré? You will need to analyze_tha impact

theéé-industrial’;Gnditions will ‘have on your business.

19



Part LI, Una:
Where to Locate
the Business
EXPOSURE ACTIVITIES
Selecting a site is a very important part of beginning a
business. Now that you have learned some of the factors in-

volved; try these activites. They may help you in selecting

a location for your business.

ASSESSMENT ONE .

1. Write a éaﬁer tﬁa lcﬁgér than three pages) in which you
state the %Easaﬂs for buying an existing busin:ss instead
" of starting.a new one.
2. Assume that a friend, who is considering opening a beauty

shop, asks you for help in selecting the site. What infor-

mation would you provide?
Bf Are thefe any real advéntages ta-GQEﬁing a new businéss
-vs. buying an -existing one?
4; You have made a decision abgﬁg the t?pe of business you
‘ wish to own and would like to aperata in your local
! /

' ' community. W,gld it be besr for you to b4y an exlsting

N \ - business or Dpéﬁ;a new one? Why?.

o POSTASSESSMENT )
1. Expiain the sgacamEﬂt,szSélécting the right business
\ site can be the difference between succeéss and failugé

. /
\ of the business." , ' /

. . N \\ . .
2. List and discuss two advantages of buying an existing

o

usiness

o




Part II, Unit B
Where to Locate
the Business
3. List and discués ;wé disadvantages of buying an existing
business. 7
4. TIdentify and discuss two reagons for starting a new
business.
5. Ssme‘aﬂd describe the factors that must ?e considered
when ;électing a sita.f
Compare your answers to your responses to the preassessment.
Y@ufﬁaighant to check your pgstassesément answers with your

instructor.

* SELF-EVALUATION
v\\; “How ;éll did;ycﬁ know the information needed éa do the
| activitiesg? |
;) Very well
( ) Fairly well
(") A little
Be honest with yourself. TIf you feel Yéﬁ don't know
.Athe mé%ériai weli éﬁéﬁgh, it might be helpful to review this

section before going on.







EXPLORATION ~ PART 11, UNIT B
| WHERE TO LOCATE
THE BUSINESS

PREASSESSMENT
Here are some questions thét test for knowledge of the contents
of this level. If you are very familiar with the information needed to
aﬂswér them, perhaps you should go to anothcr level or unié -- check
with your instructor. Otherwise, jot down your answers. After you've
read through this level, take the postassessment at the end of the:
g . "Exploration Activities' section and measure what you've learned.
1;; What §§3t3r5 should be considered when selecting a city
or town?
2. What, steps are involved in selecting -the "right".locatign?'
3. ‘Discuss the statement, '"Thé game faétars should be con-
gidered when selecting a site for a retail éstabiiéhment, .
: WhﬂlegaliﬂgléﬂterprlSE; service business, and manufacturing
;firﬁi" Do you agree or ‘disagree with this sﬁateméni? Why?

4. What resources are available to help entrepreneurs make the.-

g

"right" site selections?




L=l

Part II, Unit
Where to Locate
the Business

TEACHING/LEARNING OBJECTIVES
Upon completion of this level of instruction you should
be able to: |

1. Explain the four basic factors to consider when
nglecting the‘ﬁity or town in which to locate the
business.

2. Identify the steps involved in selecting the right
business site.

f;ﬁ ’ | 3. *Explain the diffgfént factors which must be considered
when selecting sites for retall establishments, whole-
salgbestéblishments, service businesses, and manu-=

4. Name resources whighihe;p éntfepréﬁéurs make the

-right site selections.

10 Qg




Part II, Unit B
Where to Locate
the Business

SUBSTANTIVE INFORMATION

STEPS_IN SITE SELECTION

WFA? ARE THE
STEPS IN SITE T
SELECTION? istigs of the population, (2) income, ;3) competition, and

(4) Eypé of industry. Befors you take these steps, however,

you must selecﬁ a_geagraphic area, then a town or city within
that area, and finally a specific site within that city or town.
A map ‘s very useful to have, especlally after the sita has

veen chosen. Opening a business in your home town can be an

advantage since you know the area, the people and their likes

and dislikes.

Perhaps you have already decided upon a favorable city or

Eéﬁn, You may have even selected the section of the'gity you

‘can turn your attention to the specific site to be chosen.

[ A

Many of the same questidps raised for the selection of the
. \
city or ﬁawn‘éhculd_be réised about the various sections.
First, you should ééfiﬂe the segments of the pépulati@n
from which you believe the majority of your elientele ‘will
come. Factors such as number of young_families, ages of

children, mobility into and out of the areé; and rapié growth

or decline of the neighborhood should be considered.

11

¢
Do
D’E‘I




: Part II, Unit B
\ Where to Locate
the Business
Second, your product or service should be considered in

r rms of the income characteristics of the community.’ Every

hisiness needs to determine if the people who cam afford to

or are willing to buy its services or products are sufficiently

- presented in the community. You must decide what community

will provide the best mafket>f@f you. For example, you should
‘ﬁat;élan to market a luxury p:pduct in a low income community.
vThird,.yau‘must know your competition. ‘Is the market ex-
‘pandiﬁg to maké rcdm for your business? ' How could your business
béttef serve the market? You need the answers to these questions.

Finally, the industry of the community provides the econo-

mic base for your customers. Is it increasing or declininz?

What are ﬁﬁé characteristics of the labor force? What are the
'i;{majér trends? | e
No matter what type of business you plan to Dpefate, the
H:basig questions regarding location, inélﬁding population,

income, competition, and type of industry.in the érea, must be

studied., VTEEEE are alsé a numEEE of other féctors that may

relate to your business. The fcfléwing questions will guide

you iﬁ studying a community. ,

1. What is thé newspaper cifculaticn? Are there
‘concentrations of Cifﬂ;laﬁiﬂﬂ?

2. What other media are available for advertising?

How many radio and television stations are there?




Fért II, Unit B
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3. 1Is the quantity and quality of available labor
e ; ) concentrated in a given area in the city or town?
ﬁlf so, is commuting 2 way of 1iving in that city
cr town?
4. Is transporation available and adequate?
Are transportation costs high?
5. - Is the city centrally located to your suppliers?
Ei What are the labor conditions, including such
things as relationships with the bﬁsiness com=
munity and average wages and salaries being paid?

7.. 1s the local business climate healthy? Or are

8. What about tax requirements? Is there a city
business tax? Income tax? What is the property
tax rate? Is thére a personal property tax?

Are there other special taxég?

9. 1Is the availablz police and fire pfatecﬁiaﬁ

adequate? e

10. What is the ;ammuﬁizy enviromment like? Do the
schools have a good reputation? Are there service
clubs? How active are these groups?

11. T¢ the city or town basically well planned and

managed in terms of su~h items as adequate

electric power, sewage. and paved streets and

sidewalks?

2%
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WHAT ABOUT SELECTING

SITES FOR RETAIL
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12. What do you think this city or town will be like

"in ten years? Does it appear that it will con-

tinue to prosper and grow or will it decline?

SELECTING THE RIGHT _SITE

The type o' business you plan to operate often determines

¢ site considera-

e

if & site is good or bad. There are somz bas
tions which must be reviewed for every type of business.

They include lease purchase terms, nearby competition, parking

facilities, and probable costs of

"
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site. In aldition to thase basic concerns, some speclfic questions
also need to be answered which are dependent upon whether you

are opening a retail establishment, a manufacturing firm,

[

wholesale business, or service business.

Retail Establishments

a major problem for many retailers. However, those retailers
whose stores are located within shopping centers have less of
a parking problem.

Retallers need v consider the types of businesses that
surround a site. Studies have shown that app;fel stores should

not be located next to service stations.

14
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Pedestrian traffic is also important to a retailer. For

(]
£
=
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]
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example, the retailer should ask, "Are pedestrians
this site on their way to public transportation or to the
local theatre?"” Those en route to the threatre are not likely

to stop to make purchases,

- No site is simply a good or bad retail location. Factors

such as type of merchandise sold and the firm's customer service
pclicies regarding phone orders also come into play. Therefore,
when you analyze a site, consider the type of retail business

you plan to operate.

Wholesale Establishments

WHAT SHOULD f@U LOCK Two factors are major consideration in selecting a whcle-
FOR IN 4 WH@LESAEEV sale site. They are good transportation service, including air,
SITE? | rail anﬁ truck; and proper facilities. Without these advantages,

the wholesaler could not maintain inventories large enough to

handle customer needs.

Most cities have zoning laws which restrict the location
of wholesale f%fmsg These laws need to be thoroughly investi-
gatéd. thl&sélé firms shoud also be located as close as possi-

ble to thelr potential markets.

et
[
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Service Businesses

WHAT IS5 IMPORTANT Proximity to a large shopping center usually considered

IN LOCATING A ideal for service businesses. Normally it is not necessary

SERVICE BUSINESSy for the T.V. repair shop, cleaners, dentist, shoe repair shop,

| ~and child-care facility to lccaﬁe-ig hizh-rent locations. |
Custoﬁers are willing to seek out and go farther to cbtain
good service, so these establishments can be somewhat "sut of
the way." But even among service firms there are significant
differences as to which site is better. For example, a dry
cleaners which locates near a grocery store and a drugstore is
usually a gaad choice. However, the same location would not
necessarily be ggsd for a dentist, who may not require ;ll the

traffic and the convenient drop-off point that could make the

dry cleaners successful.

Manufacturing Firms

WHAT ABOUT SITES FOR Sites that are suitable for manufacturiﬁg\firms differ

MANUFACTURING : from sites which are good or bad f@f retailers, wholesalers,

FIRMS? ’ and service firms. - If you are considering opening a manufac-
turing firm, check into the zoning laws, shipping facilities,
availability of appropriate buildings, distance from raw
materials, and nearness to the potential market, Because the
industrial park ccngept has become very important within the

last ten years, most cities have restricted areas for factory

locations. All the ahove are important considerations.

16
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OBTAINING INFORMATION

Your business location must be selected as a result of
study, not a hunch. Selecting the correct site is a complex
task, requiring an extensive anaiysis of many factors. As
previously discussed, thESE factors relate to the type of
business to be established, customers to be served, and types
of goods and services to be sold. Therefore, conducting a
ﬁampreh3ﬁ51§é market study is very importan:c. This market
research study does not need to be sophisticated nor highly
complicated, but it must be done carefully. In addition to
;cnﬂugting your own rasearch, a great deal of free or inexpen-
sive date is avallable.

One source of information is §hé annual Statistical

Abstract of the United States. This document includes

national demographic data on such items as populaticn and
income.
Any city or county with a population of over 5,000 is

included in the County and City Data Book. This directory

contains such information as the number of businesses, number
of families, average income, and number of multifamily and

single-family housing units in an area.

17
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Another publication which provides useful information is

[wie]

The Survey of Current Business. This monthly publication in-

cludes monthly sales volume figures for various products and
éefvicés, Ezonémig_infcfmazian including unemployment data,

and monthly articles Dﬁ.timely subjects,; such as changes in

consumer bufing behavior.

ﬁafkét information can also be obtained from various
government agencies., The Department of Labor's Bureau of
Labor Statistics has éurrent information on such labor problems
as unemployment and wages. The Office of Minority Business
Eﬁterérisgs (OMBE) of the Department of Commerce provides
inﬁarmatign and services to minority entrepreneurs.

Chambers of Commerce normally have a great amount of
infafmatign abQ;t the area they represent. Trade associations
publish statistics that can be helpful in selecting a site.
The. local bank where you might want to obtain a loan prababl?
has ié%%%matian on the average income. It may also have
economic supply- and démand_pfojégtions.

Evaluate and study trends, gather all the data you can.
Analyze the data you gather completely, so you can make a

sound decision and select the best site.

ERIC. R
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EXPLORATION ACTIVITIES

Do you feel competent endugh in selecting a site to be

o

able to put what you have learned into practice? The following
activities will help you experience scme ''real' site selection

situations. After completing the activities, do a self-

evaluation to check your understanding of the material.

_ASSESSMENT ONE

1. Contact the staff members cf your local Chamber of Commerce
office or a similar organ’zation and ask them to meet with
your group. Have them describe the available resources for
entrepreneurs to review when making site decisions., Do they
ﬁfgv;de any seminars or meetings to attract entrepreneurs to
the area?

/ 2., Can ?Du sug_ost a product or service not currently
available in your area that might support a new small
business?

3. What sources might be most appropriately used in invest-
igating possibilities for a new:

Drugstore

« Daycare center
Sér§ieé station
Farm equipment store

a-VCQin operated self-service laundry

D
‘EJ‘.:-'




plan which includes the three steps in site selection that
you would use to help you make the "right" decision. 1In
your plan, you might want to include any checklists you
would use and maos of the area. Identify outside resources
you would consult, Make vour plan complete. Include in

the plan exactly what vou would deo and how vou would do it.

L)

Present the inf@fmatiaﬁ in the order in which vou would go
about selecting the site.

5. What role should personal and family considerations play
in making a location decision?

POSTASSESSMENT .

1. Discuss two of the four basic factors which need to be
- ‘ considered when selecting and analyzing the city or town
in which to locate the business.
2. Identify the steps involved in selecting the right
business location,

3. Discuss this statement, ''The same factors should be

il establish-

o
i

considered when selecting a site for a ret
ment, wholesaling enterprise, service business, and

manufacturing firm."” Do you agree or disagree with this

- statement? Why?

20
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4. Name and define two resources that are designed to help
entrepreneurs make the right site selections.

Compare your answers to Yéur responses to the preassessment.

You may want to check your postassessment answers with your

instructor.

SELF-EVALUATION

How. well did you know the information needed to do thea

activities?
( ) Very well
( ) Fairly well
( ) A little
o Be honest with yourself. If you feel you den't know

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

sectlon before going on.

o

21
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PREASSESSMENT

T

Here are some questions that test for knowledge of the contents
of this level. If vou are very familiar with the information needed to

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

[a

with your instructor. Otherwise, jot down your answers. After you've
read through this level, take the postassessment at the end of the
"Prégaraticﬂ/AdaptaﬁiQﬂ Activities' secton and measure what you've learned.
l. Are the factors the same in selecting a site for a dry
cleaning business and a clothing store? If they differ,
in what ways?
2. You are meeting with one of the current owners of a business
that you may purchase. You ask the owner, "Why are you selling
tﬁe business?" The owner says, "We are selling our business
because my partner 1s in poor health and it's just too much
for me to handle alone." How would vou react? Would you
atiaméc to discover if this is the real reason why the
business is being sold? How?
3. What info:matian should be inc;uﬂad in an audit of an existing

2

business you are thinking of buying?

23

W



o

ERIC

Aruitoxt provided by Eic

Why is appraising the building, equipment,

you are thinking of buying so important?
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What' information should be included in a lease agreement?

S —
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be able to:

L

to be considered when selecting a site.

Illustrate some important differences in the site consi-
derations for different types of businesses.

Explain what needs to be considered when buying an
existing business, and identify resources available for
helping the entrepreneur conduct an evaluation of an
existing business.

Discuss the importance of audits and appraisals and
describe what they ought to ingiudeg

Describe the information that should be included in a

leage agreement.

39



SUBSTANTIVE INFORMATION

o
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The importance of selecting a business location cannot

L

be overestimated. The combination of type of business and
FACTORS TO ‘

location frequently makes the difference between success or
CONSIDER IN

failure.
SELECING A

SITE? Location

WHAT ABOUT In selecting a location an entrepreneur usually narrows

LOCATION? the focus from a wide geographical consideration to a specific
community, and finally to a particular -ddress within the
community. In this process four factors must be given major
consideration (1) population, (2) income, (3) competition,

and (4) the industry located in the area.

population information simply because you

You will need
will have to be sure the area can support your business. You
should try to determine if there is a sufficient number of
the kinds of people who need a particular product or service
in the area where you want to Lgaatgjl You should learn as
iuch about the pépulatian as you can. For instance, selling

health care products in a retirement community would undoubtedly

be different from selling such products in a community of young
families.

The income characteristics of a community often determine

L A . : . . .
what kinds of products or services will sell. For example, the
. amount of discretivnary income--money that is left after the basic
\ : 26
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éxpecé to séll a Rolls Royce to a family on a Volkswagon budget.
Another important gansidéragion is your céﬁ.gtitigﬁg

You must determine whether the demand fpr a product in the

mafket\ygu are considering can support your business in

o

addition to the competition. You might ask yourself if the

__—maxrket is azpanding,.if your firm could better serve the

[4

DO DIFFERENT TYPES
OF BUSINESSES
- REQUIRE DIFFERENT

'TYPES OF LOCATIONS?

market and capture some of the competition's business. These

are not always easy questions to answer.

Finally, the industry located in a community often
determines its financial characteristics and the)ecanamic

welfare. This includes the type of people in the labor force

and the economic trends for the next five, ten, or twenty years.

Type cf Business

The type-of business will also determine whether a site

is good or bad. For instance, different factors should be

_used to select a site for a retail business than for a whole-

saler. Service businesses require different types of locations
than businesses that sell products.

Eaéy access and traffic patterns are prime considerations
of ggtai;,estéblishmentsi Customers should be able to reach
these from major roads and émpla parking faeilities shau;d be
avéilaﬁle; Even the various Eypés of pedestrian traffic

patterns within a shopping center are important to different

27
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types of retail businesses.
Numercus studies of the types gf access patterns have
been conducted for specific rét;il businesses. Anyone cans\
sidering starting a retail business should examine these aﬂcéssiE
bility studies. Theétrés, service stations, drugstores, and \
apparel sh@ps all vary in important ways. o
Different factors should be considered when selecting

sites_fcf thlesg;gfestablishméngsi Rail, truek, and air
ment sh@ulé be Suiyably located. Because of the nature of the
facilities, equipment, and fixturas, the number of suitable
sitéé is ﬁftéﬂ limited by zoning laws and permits.

Althaﬁgh élasemess to a %hépping center has its advantages
for many gg;yige-businesses, customers are more prone to seek
out and travel farther for a servigéi They will often go out
of their way to visit a preferred dentist or a T.V. repair

shop. Yet even among various service firms, significant

locations.

Manufacturing firms have the most restrictive zoning

limitations. If you are considering a manufacturing business,

check into géniﬁg laws, shipping facjlitles, availability of

appropriate buildings, distance from raw materials, and near-

tions.

28
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Seléeting the right site is of vital importance to the -
success of yauyrbusiﬂess_l To help you rate available sites
as you study them and to compare these sites in terms of their

| ' . .;;éﬁiéébility for your type of business, the Small Business

“Administration (SBA) "kating Sheet on Sites' is provided on

the following page.

EVALUATING AN EXISTING BUSINESS

R There are a number of reasons for buying an existing
WHAT SHOULD YOU DO 7 : ‘
i business, but there are also advantages to opening a new

BEFORE-YOU BUY AN ~ 7
: : ' business. Before you decide which is better for you, perhaps

- EXISTING Bysmfsé? ‘ .
you should evaluate an existing business. As a potential
buyer, you must carefully analyze the business to determine
| its worth. Throughout your evaluation, you should be consulting
suéh experts as public accountants, bankers, ldwyers, Chamber
of Commerce personnel, professional trade association gdviécrs

and real estate people. They will provide you with objective

answers to your questions.

One of the vétybfirst queséions you should try to answer
is: "Why does the seller want to sellé" Is it because of
poor personal health, retirement, or decreasing sales? Some-

* times entrepreneurs bﬁy an existing business and find out a
year later that ﬁhe seller opened a competing business at
8 more favaréble location. You should consider the seller's

answer thoughtfully. You want to be sure it is accurate.

29
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FATING SHEE’é ON SITES
: Grade each fa@tﬂr:; "A" for excellent, "B" for good,
- "e" for fair, and "D" for pqér.' '
RAcTOR " GRADE
1. G‘éﬂtmuy located i:;cfi;rgacziz my market e
5. Raw matewiale readily available
3. Qumzt:zty of «;ZUCZ%/Z{ZZ?Zé labor
4. fgﬁzépgptati@n avaiZQEiZity and rates
5. Labor rates of p@/&éti@??d productivity
6. Adequacy of utilities (sewer, vater, power, gas) .....
N o 7. [Local business climate ‘ ceaes
8. Pr-amswﬁ for future exp@zéigﬁ ceeen
9.' Tazation burden ceees
Z;{:LE Topography «:Af' thg gite (slope and foundation) IEEEE
11. Quality of police and fire protection ceens
l2. Housing availability for workers and management ceee
13. Eﬁpir@meﬂtal faei;ars ( s&é@«;ZS; cultural,
commmnity atmosphere) - : cevas
'14. FEstimate of quality of this site in 10 years ceenn
15. FEetimate of thies site in relation to my major
ecompetitor : | cesen

(Locating or Relocating Your Business, 1973, p. 7)
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Also taik wiFh_thé local bankers, customers, suppliers, and
possibly eveﬁ competitors and employees. Lis;en to what they
;Say; Bé espaciali§ éareful; knowing the real.reaéan for sell-
ing will help you decide whether or not to buy.

| Ang;her major concern when evaluating the business is

. determining its prafiﬁ potential. When analyzing profit
information you should ask three questions (1) What are

the profit trends of the businass% (2) Are the profits

- similar to other businesses in the same industry? (3) If
profits are low, is it realistic to believe they can be in-
creased With;my léadership?z

Other questions that need to be answered are:
A \ _‘
1. If the seller has %ﬁ exclusive selling agreement
\
““with a supplier, @a% ﬁgat be transferred to you,
(I

4

the new owner? -

[
"

Does the business havé a good tgputatigﬁ among

its éfstomers?

3. Are there any spegigi li;énseg that will be ro-
quiféd because of change of ownership.

4. What is the Ebtai initial amount of money needed

-tg get inta.this business, including purchase

price; working capital, money, for repairs,_and

urchase of new stock?

31
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Before you decide to buy a company, arrange for an audit

~of the séller's records and financial statements by a reliable

' public accounting firmi In adéitign te the current audit

report, you will want tc have infcrma;ian on past sales s and
profit figures. This type of information is available through
snalysis af the seller's tax returas. Beware of a seller

1a ; a
who & not willing to share the information needed to conduct

a complete audit. An honest seller should be willing to comply
with an audit.

It is also wise to have an appraisal by an expert of

"the equipment, . building, fixtures, and other fixed assets

tcidetérmine théir'cuffent worth. This raquires a physical
inventory.

You will alsé‘ﬁeed to evaluate the gandicign.af the
inventory. - You must detérmine how much of the stock can be’
sold, if the inventory is balanced (i.e., Is there too much

of one itam?), and how much of a loss you will take by getting

 rid of unsatisfn~'- -y i ems,

Finally, you and the seller must agree upon the price for
thé business. Since the seller has an emotional investment

as well as financial, the sellin g

ce will probably be higher
that thé falr market price. b fore ycu make your final

af the business. The salés agreement or contract should be
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dLaWﬁ up by a lawyer. Don't attempt to do these activities

yourself unless you are an expert accountant or attorney. This

way, future headaches and mistakes can be eliminated.

BUYING VS. LEASING
BUY OR LEASE? Uéualiy, when businesses first‘open, the owner cannot

afford the cost of a mortgage in addition to a down payment on
the pfemiseéi Unless the business is in the entfeﬁrenéur‘s
home, most locations are leased. However, if money is avail-

| abié, yau’migh; wanﬁ tgﬁgansider purchasing the business

premises. The decision to buy, lease or build must be made
carefully; You should gét an expert's advice (attorney, real

estate broker) before you sign your name on the dotted line.

Buying the Premises )

o If you can afford to buy the premises, there are some
WHAT ABOUT™ A ’ ' ‘ ' : \
o definite advantages. Your business is.assured of continual
BUYING THE S - A

) _ occupancy. You will not have to worry about being evicted or
PREMISES? - ‘ -
about. nonrenewal of your lease. Owning the premises allows

yaﬁ té:mgéérnigéfiég.paint a'wéll, replace the flooring, and
add a ﬁeﬁ»baﬁhfgam'fér employees.
éregérgg %aluas have risen rapidly in the last ten years.
. ! . : H
It is not. unusual to find property pﬁrchased ten years ago
gppreciating 100%. Even wﬁenféppreciagiéﬂ values do not rise

as fast as recently, most property does appreciate in value.
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- This is not to say there arg"nc fiskéviﬁlgwning real estate.
o “wTﬁé'ﬁéigﬁﬁgrhégé'éé%yiép%éciate; the property could be destroyed
by a natural disaster.
v&ii_ » | - There are other disadvantages to owning the premises.
. Ha#ing pf@pert§ ties ﬁp capital. This could cause problems
for the néw‘entréprEﬁeur with limited capital. You have some-
-what'fgstricted your ability to;rélocate the businéss;- Usually
tﬁe en fépreneu§ would need to sell the premises to have enough
cégif; to buy another. To forestall this, you could rént the
premigses to someone gléa and find a new location to lease.

Obvigusly relocating the business is much more complicated

when real estate is involved.

Leasing the Premises

Leasing a site is a 'common practice among most beginning
WHAT INFORMATION 7
S business owners. When receiving the lease, consider these points:
SHOULD A LEASE " : _
: 1. How much rent will you have to pay? Will the

- INCLUDE ?

A

réntal_fee be a flat fée or will it be a percentage
ﬂf-salés?
2-7 Does the owner restrict the use of parts ;f the
;facili;y,‘such as storagé rooms?
3. Does the owner restrict ﬁhg uge of tﬁé property to
! - . | . only .certdin activities? This might_Beccme important
sheculd you decide after one year to conduct cooking

classes in your shop in addition to selling kitchen

éfz/ ; equipment.

o A‘:- . , 34 . '4{?
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Should any improvements be made? If so, tc whom
do the additions belong?
Could you sublease the property? If so, are there
restrictions?
What provisions are stated in the lease for renewal?

Is renewal guaranteed as long as the lease agreement

5 followed?

L

What types of insurance déés the owner have? How much
fire insurance, for e#ample, and what does it cover?
Are yau»requiréd to have certain types of insurance?
How lcng is the lease for? Can (it be ;ancélled before

it expires? Under what conditions?

("]
by
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PREPARATION/ADAPTATION ACTIVITIES
Are you able to apply these Site seleéhi;n principles to
your business aspirations? Are you now familiar with the vari-
‘ous factors to conslder in selecting a site? The following
activities should help you check your knéwledge abg;i site

selection.
..

" ASSESSMENT ONE

1. Ask a banker or attorney in your community to meet with your
gféup Eg pr@videra;datailed description of the factors to be
'Icansideréd when buying an existing business.
2. Contact a local real estate broker. Ask the bﬁaker these

questions (1) Are any businesses up for sale? (2) Where

i

are they located? (3) What are the asking prices and con-
! .

ditions of sale?H (4) Have there been any significant trends

-over thé_past fiﬁe years in ﬁhé number of business going up
for sale? /

3. What can be learned from a% intensive analysis of the finan-
cial reecords of a company?

4. Develop a checklist of all the.things you believe ought to

be included in a lease agreement that you would be comforta-

ble in signing. Then get a copy of a standard business lease

| . .
agreement from your local real estate broker. Compare your
checklist to the standard lease agreement. Are there differ-
ences? In what areas? If you could make two additions to

the standard lease égréémant what would they be?

36
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5. What will be your attitude towavrd competition when seeking

'a good location for your business? |

POSTASSESSMENT

[t

‘Assume you and a friend are each atcemptingﬁtﬁ select the

right site for your individual businesses. You are opening

R

dry cleaning business and your friend is going into the

men's clothing busine 5. Are there any ° ~tant Jilil. nces

in the factor: you both need to consider? Are the factor
the same? Yes? No?  Why?

2. You aré meeting with one of the current owners of a business
that you'@ay purchase. You ask the owner, '"Why are you sell-
ing the business?“_ The owner says, 'W. ;a sellir = or busi-
ness because my paﬁt ~= 1u in pooer health and it's just too
much fer me to handle alone.” >gsw ¥ you = ‘r? Hould
‘'you attempt f@ disr vwwe: 41f this i= the real reason why the
business is being sold? How?,

3. You are thinking about buying an existing buéinass_ Describe
;hé information that ought to be igcluded in an audit of éhe
ﬁusinﬂss. r | | |

4, Des::ibelthe importance Af appraising a business that you

are considering rurchasing.

5. Describe the information that should be included in a lease

. -
agreement. : M
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Compare your answers to your responses to the preassess-

ST Rt ment. You may want to check your postassessment answers with

'yéuf instructor.

SELF-EVALUATION
How well did you know the information needed to do the
acti?ities?
| ( ) Very well
( ) Fairlf well
( ) A liétlé
Be honest with yourself. If you feel you don't know
the materialIWEll enuugh; it might be helpfﬁl to reviéw this

section before going on..

l
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SOURCES TO CONSULT

. TOR FURTHER INFORMATION

o _ Small Business Administratinn, Washington, D. C.: Government
' - Printing foige.

. Factors in Consid ring a Sho ppiﬂg Cente _Location. Small
7 3 .

ng a S
Marketers Aid, no. 143, 1973

N - ! . Statistigg and Maps for National Market Analysis. Small
N ' * Business Bibliography, no. 12, 1973.

. _Usiﬂg Iraffic Study to_ Select a Retai) Sice. Smaill
Marketers Aid, no. 132 1973.

\\\\ . Using Census Data to Select a Store. Small Marketers Aid,

no. 154, 1973. i

: \\! FILMS

EXPOSURE LEVEL: ~

! — "The Right Location” (16 min., sd., color, 16 mm)

*\ Available for purchase or rental from Sales Branch,
\ National Audiovisual Center = General Services Admini-
- stration, Washington, D. C. 20406. Phone (301)
763=1854.

This £ilm dramatizes the importance of the right
location and outlines some of the essential factors to
consider in making a site selection study by using the
experlences of a yauﬂg person planning to open a clothing
store.
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USING THE INSTRUCTOR'S GUIDE

The Instructor’s Guide contains the following:

8 Teaching/Learning Objectives (identical to the Teaching/
~ Learning Objectives found in the PACE unit)

&

e. Teaching/Learning Delivery Suggestions

o Pre/postassessment Suggested Responses

This information is geared towards the three levels of learning, and is designed
for use as a supp.emental teaching aid. Additional instructions for using PACE,
saurceiuf information, and an annotated glossary can be found in the PACE

Fiesaurce Guide. -




PRE/POSTASSESSMENT
SUGGESTED RESPONSES

EXPOSURE

1@

o3

EXPLORATION

1@

Selecting the right business site is an important success factor. A firm must be located
at 2 site that enhances both custorer relations a:né the firm’s operations.

Advantages of buying an existing busiviess include (a) studying the site miay be easier,
Ib} experienced personnel may be aveilsble, (c) current owner’s equipment and furnish-
Yiigs may be available, (d) established custorners reduse risk.

Dlsadvantages of buying an 2xisting busincss include a poor location which may render
effective management, useless and poof management v/hich may have damaged the firm’s
image. In.sum, you may inherit problems of the previous owner.

if you start vcur ¢2n business you can (a) select your own employees, fixtures, equip-
ment, etc.; (b) develop your own operating procedures; (c) develop your.own clientsle.

Population, income, anc. competition factars must be considered when selecting a site,

The four basic site selection factors are population, income, competition, and the type
of industry. : :

Tnere are three stepe in site selection: (a) select a geographic area, (b) select ari are-

in a town or city, (c) select a spauific site such as a lot or building,

Factors include (a) newspaper circulation, (b) quantity and quality of labor, (c) avail-
ability and adequacy of transportation, (d) proximity to suppiiers, (e) labor conditions,
(f) economic climate, (g) tax requirernents,. While the same factors should be con-
sidered, different types of busineges might weigh the factors differently,

The Statistical Abstract of ﬂ?e United States, County and City Data Book, and .S‘urv'ey
of Current Businesscz are three saurces of useful information.

3]

<3



PREPARATION/ADAPTATION

N

Because or:ie business venture is a sarvice firm and the other is a retaii outlet, the factors
considered when 3electing sitas wili differ. The retail outlet-should be located near ample
parking facilities and should be corvenient, C.:stomars will often go out of their way to
reachap .ared service firm,

While the owner's response may well be the real reason, you should be certain that it is.
Ta!k with local bankers, customers, suppliers, competitors, and employees to discover

or verify the owner’s reasons for selling.

Have a reliable public accounting firm audit the seller’s current financial statements. You
will also want to have information on safes and profit figures for as many years as
possible, :

An appraisal of the equipment, building, fixtures, and other fixed assets of the business
will help you determine their current worth. You will need this informaticn to determine
your start-up coets (i.e., replacing obsolete, worn out equipment) should you take over

‘the business.

Lease agreements should provide thz following information:. (a) rental fee, {b) restric-
tions on building use, (c) subleasing, (d) improvements, (e) lease renewal (f) insurance,
and (g) duration of the lease. '



TEACHING/LEARNING OBJECTIVES |

_ TEACHING/LEARNING DELIVERY SUGGESTIONS

Upon completion of this level of instruction you should be able to;

__thess suggastions are made:

A variety of different teaching/learning methodologies have boen

used. To help you organize your work and plan the uss of this level

Expcrwa

1. Explain the importance of selecting the right business site.

2. ldentity the advantages and disadvantages of buying an existing busi-
ness versus starting a new business.

2. Name and describe two reasons for starting a new business.

4. Name anc describe each of the factors that must be considered when
selecting « -ite, .

Contact the local Chamber of Commerce office or other service group
to locate resources available to help in selecting a businesss.site.

LEARMNING

1. Explain the four basic factors to consider when selecting the city or

town in which fo iogata the business,
e 2. ldentify the steps involved in selecting the right business site.
e 3. Name the factors which should be considered when analyzing a
B city as a possible lozation for a businass,
] 4. Explain the different factors which must be considered when select- i
y-1 ing sites for retail establishments, wholesaling establishments, service
& businesses, and manufacturing firms. 7
- §. Flame resources available to help entrepreneurs meke the right site

selections.

LEVELS OF

Preparation/Adaptation

1. ldentity and provide examples of the four basic factors to be con-
sidered when selecting a site.

2. Mustrate some important differences in site considerations for
different types of business, :

3. Explain what needs t~ be considered when buying an existing busi-
ness. .

4. Identify resources available far helping the entrepreneur conduct
an evaluation o’ an existing business.

5. Discuss the importance of audits and appraisals and describe what
they ought to include,

8. Describe the information that should be included in a lease agree-
ment,

1. Invite a real estate broker to discuss trends in the community and
businesses currently for sala, Have her or him provide the group
with a copy of a business lease,

2. Have a banker and an attorney discuss various factors to con-
sider when buying an existing firm. ’

ERIC
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The PACE series consists of these parts and units.

Unit

PART II:

PART III:
Unit

Unit

Unit

PART I: GSETTING READY TO BECOMF AN ENTREPRENEUR

A: Nature of Small Business

t B: Are You an Entrepreneur?

C: BEKow to Succeed .and How to Fail

A: Developing the Business. Plan

'+ B: Where to Locate the Busipess

D: Govuernment Regulations and Small Business
E: Choosing the Type of Ownership
F: How to Finance the Business

G: Resources for Managerial Assistance

SEING AN ENTREPRENEUR

A: Managing the Business

B; Financial Management -

C: Kééﬁiﬂg the Business Reccrds
D: Marketing Management

E: SQEQEESleZSElliHE

F: Maraging Human Resources

it G: Community Relations |

H:* Business Protection



