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"fstudent workbook and .other: readings, ‘the’: instructor s hel

AN

Welcome to the §ma11 Business Course for Older %mericans.; The Studen
T;Guidebook is designed £0; he1p you get the most benefit from the cOurse_

o Thisgcourse 1s geared to enable older pedble (55 year g
'5beyond an interest fin starting and operating a small busine'

"sion, interchanges with' ‘guest. experts, and“some homeWor ‘

the requirements of starting ‘and operating a: small business. “XNo

;f‘encouraged to. think systematically about’ the - types “of: businesses
. start.~ Finally, you also will be helped to understand the kind

* both’, befdre and while operating a sma11 business._i
o The course . actually doeéjnot involve running & small'busi ess;; .
‘'will help you decide what- ‘tests you ‘can apply in -judging your-, interest “in
proceeding; what actions you" must take ‘before starting and’ after you decidej
. to.go. ahead, what ‘scale of resources you will need initiaIIy and' 1ater, and»j

‘the places to obtain resources and assistance..g R S

. It is possible}than after taking the’ course’ you may decide not to starth
your ‘own busin%ss.“‘If 8Q, the tuition and time involved in coming to class,
J'and doing the readings’ can be considered a, good investment. It is~ better;
' toShave.learned .this way. than 'to: have wasted much more time and money in a’
failed business venture.i The course will give you “the’ kind of advancejt
.vworkout ‘that can appreciably increse your ‘chapces -of - success I you  decid S
. 'to proceedxj ‘The questions you ' will .ask yourse1f and others,‘the answersE
you will- receive,_and “the: diScipline of . forcing yourself to: ask.: criticalty
questions ‘and’ judge the ‘answers- will: stand you in good stead whether or not}
you moVe forward with your own business._--' R =

LVE-’ The course is, comprised of basic units plus supplemental our
- ipstructor may use based :on- “the’ fieeds - of the class group. The'units coverﬁf
topics ranging from . initial business p1anning to ralsing ‘money:and. buying;a,
business. The Table of Contents provides a. list of all the course units.

@’ D : -"_m' : Pt
Your instructor will*use ‘a variety of teaching methods, including lech
ture, discussion, audidvisual ‘aids, and guest speakers to present ‘the: prac= ...
"‘titiorer's- viewpoint.;'~Your instructor will present important information;qh»
ion ‘small business, glve. and review. assignments, answer " questions, and refer:
you to other " resources’as needed, and also will. guide you' ta:the. develop-ff
ment ‘of "a business plan and loan’ package which are the major products ofﬂ;’

: the course.-- ,‘.‘,f.vui »_‘}{'f- \ y ,:n_,—,”r“«-:». o :\u_-;,»n

St ,.~;':>'

classroom learning-

It can serve as a valuable reference when you have o ad




; nd " assignment ‘sheets’ fo you toi“,
Some " of ‘the, assignments'may/he/donej7"

classy <ot fYour instructor may haye additionalvno7es :

'!that'will be distni uted:, during‘class.@, : '

_ne s_possibilities with your-classmates and - You 7 4
‘fellow le ners: : r ;As:in ‘all other aspects of
. W11 kg tof this learning experience what you .put’ into At

LB ﬁan'active participanthin ‘the- discussions.n You will not:-only 1earn more
?ijurself Jbut” you - will be helping everyone in the class toﬁ_earn more.
'ﬂStatt talking to: resource people in" 'your:’ community such ag ;other - businessy
:.,EOPlQ» Chamber -of Commerce representatives, and staffsaof%agencies who ‘can
?_provide informat 'njand ‘assistancé. " You ' and your ' classmates)also migth.“
;“work together on prOJects, sharing;your skills and - expertise. Your ideas-r .
v fo nerproducts or’ services ust- might meet local need% and enrich your‘f”'
's re ources A . S ; e :

Owning a‘small business is still part of the""American Dream for manyyt-
. i We- hope this course will- help ‘you.' start ‘your own ‘venture if ‘
. > +that’ doing so&would be*right for " ; gnginvite‘your comme

- suggestions’ on the Studeiit Guidebook and the Small Business Cour e cor

YEOlder'Americans

Q

ERIC

Aruitoxt provided by Eic:



Ch Small businesses constitute a ynamic and cribical sector of the U S.7 ~
economy - of: America s 11 million ﬁisineSSes, 10~8 million "of . ‘them . are con= .
“d sidered to be small businesses. Small firms" employ ‘some 60 million people.n;;.f“
f@ and nearly 7 million people are’ self-employed The ~total value" of the
. ‘goods’ and - services they produce is estimated to’ exceeé $500 billion.. The
- ingenuity :of ‘people’ in’ small business ‘has left its'. mark on ‘our ‘society.
_  Small businesses produce most of the new jobs" created, and they tend to be -
- more -innovative than big businesses. Among other things, small businesses v
.* ‘have’ ‘produced : the stainless steel razor b1ade, the transistor radio, thef
' automatic transmission, cellophane, and inexpensive ballpoint pens.~ f.ﬂg
Small businesses empléy only‘an individual or two, or they may employ"
“over a thousand ‘people. ' Some manufacture, assemble, or. market a specific
product 1ike, a fanbelt, a new pencil sharpener,.or a line of products.;
Others provide services 1ike -tax assistance, house painting,,or grass care.-
‘Some 'are ' started. or operated with .a view - ‘to’. making money; - others get,/”
- gtarted.. because someone, has, an idea ‘and - \wants' to.prove it as.a good and
- marketable “one. -Still- other "small businesses are conducted .because they /
help provide a focus in life for am’ ‘individdal, a. couple, or a group,, where,
money, while important or useful is really yﬁecondary interest. 5
Although the established successes are impressive, the failure rate fox| '
small businesses is ‘high = estimates- range from:50 -to 90 percent of: all S
.miew businesses. - What®are the known - causes for. failure in ‘small businebs?#fAV v
' Lack ‘of planning,_inexperience, ppor mapagement, and undercapitalizatiow_’ ’
acoount for most of the failures._i. . R .

. .-{ .
A .|
. . . .

» . To mbke your venture a successful one,gyou will have to do some, hard
thinking about all “of "your resources- First and foremost, Yyou should know" _
.your’ most important resource ds- you. As an older .person, . you have consid-'71w

 erable experience .and many skills that can be used in the business arena. -
You ‘have wor¥ed with people in a; variety.of roles: :.You will’ need these in-'-
terpersonal skills as. well as knowledge' f/your business to succeed

.In our- society,;the image you. project is’ important-< You will have to
sell yourself .and .your ideas .to potential financiers, customers, and em—/ -

‘ ployees. Unfortunately; some people! think that: only young people go int ,
business.. ‘This 1is a false image. fyou find this negative attitude, you

;. ~can ‘combat it witH the confidence of* a well-prepared business person:'- /By
a preparing  carefully,  by. learning . the language of business and ‘using” it).
-properly, and by dressing’ appropriately for business appointments, yog/will "
‘conmunicate-a positive\image that will gain respect for you and an
tive response to your business' lan. T S --1

bjec~-.
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concerns. If they are bankers or’ suppliers of goods and credit, )
harbor or. actually ‘voice. doubts 'or “ask’ questions about the long éerm pros-
pects of your planhed business»' Apart from the fragile nature of ‘many -
.small’ businedses, ‘8’ business being started by an: older " person may " seem like"
f;a ‘poor. risk. Our society 1s one. that has-. systematically yritten- off ‘pe
".ple past: age,55-‘ We~ discount their: productivity\and relevance,.employer
v/ have sought to- retire them_as quickly as possible and to _deny them'further
j‘training ‘and - promotion ,;Until recent years,-they were rarely'hired,and
ere" considered unteachgble or unfnterested in learning new things
i 2 )
) g ackground, persons you aﬁbroach for loans,; ed,
.ventory, people you go to for: advice on:- business operations, may“
e looking past ‘you, to- discover someone younger in the ‘owner )
“dgement ‘of - the onganization who" represents a lpnger term prospec'
. in-terms of investment or.. continuity.? This: reaction ‘may. be;
é;you, but - hostility will not-.make . the- situation better.; Try _
.would-be supplier or’ advisor to see. Ehat yOu have .answers to'his
'.questions. "For: instance, if. age as a factor in- prospective longevi
problem, " emphasize that " beyond your- being in good hgalbh ave
pectancy ‘has - lengthened considerably in: the lagt 20 :years. . M
- male -can” stiil look forward ‘toat least 20° years of life,‘a fema"e age
55 can expect ‘to’ 1liye ‘even longer. The point is that "you“can speak:confi=
. dently “about being in: business fors anywhere from' 5 to- li'xpars.;,under
. today's tax-laws,ﬁthat ‘is . enough [ .time to depreciate substantially_many
‘classes of" equipment, -and-1it {s e ough time to: recover other formslof
- vestment and make a plan for owner hip succession.; '
' IIRTREIAE SO e w = ;
You can, add that while many small business concerns*do fail, the ‘age. of
the“tntrepreneurs involved is rare1y a factor in the failures- “ You may” :
be -able to change the mind of a banker or: supplier-- A lot of -years: and,.
‘even public policy suppont have gone into building the. stéreotypes ‘about \
' ‘older people. that commmonly influence ‘the judgments\Q; such" people and in-:
~'deed, older. people themselVes.w However, ‘approach people ing non-belliger—"y
ent. way about why you have’ chosen not. ‘to be restricted to tmoded stereo-
) types._ Ask them to help you on that basis. ' : :

. Lele R
v ‘9."If.
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" The purposé of -this ‘unit is to'acquaintlf. iy
“you with the nature of small business . . =
and the - characteristics of a successfula“ -
33-entrepreneur. SR l,v_, .__ o

KN

L R n,f\'“bBJECTIVE:V,At the end of this unit, you'will under~M 

el e e T e grand the -traits  rtequired’ of a  small‘.

L gl o\ Liihl. business owner and ‘the role of business} L
S \\ ' ‘jin today 8 economy..i v ,_;sryv;- o el

e et ) W
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T N hl”~”,. P T S S S
-}DﬁiT 1. .- .- SMALL BUSINESS TODAY — SHOULD_I;cofIEIO'hUSngssg;, SR
S e S .

T
L I -

~The first question to ask yourself is whether-you should start your own'
: business.‘ This unit focuses on the kinds of personal qualities ‘associated
_"with success ‘in. small business and discusses ‘the many business ‘options "
,'available. S e L § e

S . B 4 . : . [

’MPersonal Qualities of Successful Small Business People .

. 'h"

Small business owners ‘are a dedicated;group of people who work hard and,

.:_whose hours on’ the Job.. ysually ‘exteed the: nine to five routine. The oﬂg— ft7~"‘

h‘er 's commitment is ‘the key to many successful small businegses.* An’ entre—’ﬂ,
“1preneur is able ‘to communicate ideas, lead, plan, be’ pati » -and work well
’with people. B RIS Boen o -

- o

v .
L

. The following quick quiz ndghtfﬁéyﬁfyoulqoﬁaecide whetheristarting a.
J.smallhbusiness is. right for you. ¢ UL P S .

Are you comfortable taking a reasonable risk?

o

-

Entrepreneurs take reasonable risks —— not gambles.' In a gamble, .only
luck prevails, entrepreneurs try to. shape events. to the extent that”
“they can. They avoid: the .sure- thing and .the .gamble because neither
provides them with the opportunity to:
_ personal ‘satisfaction. The: odds againstlyou are stiff.< The U.S. Small
"Business Administration (SBA) estimates that three - ‘out of fpur smallf -
businesses  fail within thei'\first five yearS' ‘nine. out of ten fail in
- ten years. ol O : : : '

Do you feel self-confident? Jﬂjldﬁlf: e L e e

- Entrepreneurs are - both self-confid“

',and-eagerftoqfindianiarena;in:f
which to display this confidence. : e .

..

Do you Want to work hard and put in long hours?

. . T T , S o ‘
'*The smaig business oWner not only works long, hard hours, but also
thinks about business matters ‘when not at. work. . Dun & Bradstreet esti~

mates that—a- majority of business failures result not from. . poor prod-
ucts, markets, or’ service, but instead from inadequate management.u

‘ Entrepreneurs are goal setters who are, happiest when their goals are
before them _ not ‘ehind‘them.h They are continually striving toward am— )
-,'bitious‘but,realisticfgoals.:r i : i . :

aximize: ‘their skills and obtaini.i‘vi

ff;j_“.ffsdhhf B



- Business Options & . T A S ~

What ‘businéS§\foptibns_?afe' youj‘¢0naider1hg? “-Létfé éé;mineg possible '
.choices you might make as you enter .the small business world. - L :

-

l . -
3 L

‘Home Business = = .. T . LT Lk

 “Establishing a business in your home, ‘as mdny people are now doing,
offers the advantage of ‘flexible hours.and lower .starting costs. You .

are free;to-work.eithervfull--br;part4time“depending‘dn“youx level of

-, commitment. Consultants, artists, editbré;vtypists, and‘accoun;antsJ jf

__often"work from their .homes. Others with skills ~in appliarice repair,

~--carpentry, furniture refinishing, cooking, and sewing also' have home :' .-

’Tlﬁﬁbpsinessés.;,CiasseS~of7a1l:kinds may be held in the home: -~ exercise,”: . -
' “dance, ‘music,’ and 'language instruction. are just a few examples.: Busi- )
‘nesses that begin.in someone's. basement may - become ma jor enterprises. ,?};*

v

‘ ,'Sé%vice Buéine§é Outside the ﬁohe  -

. . Some older people have skills that they can take out»to76therjpeoplef5"f
- 'homes, places of community gatherings, or to someone's business loca- o
© c."tionms - An accountént,“stockbroker,;tax_advisor;‘home.heaithjbaré'prbvi¥ R
o der,.Cook,;daterer,'dgsigner,_cafpgnter, electrician, translator, -etc., . -
can take his or her skills .to where the service provided is most useful
to customers. - Others create things like works of, 'art, .leathercraft, -
-, pottery, or flower designs,. and these ‘can be ‘displayed at community

'_rfaifs;fshopping‘Cenéers;‘guild'gtores, and other public gathering or
shopping ‘plices. EARE R I R
. 'Traditional Independent . . . B e
L= = g - . Lot e o Ly e o . )
- The ‘traditional/ independent small business person is an entrepreneur in . -
.-a manufacturing, retail, Orﬂserﬁicefbuéine§$7ﬂhb-plans and designs the
* _business; -is adequately financed; and knows how to select a site, mar-
. ket the product or seryice;gand;manage7finances,‘people; and ‘time. If
, this’optionlséems'bestﬂforVyou;;théngthi§.Guidebook will be helpful. .
"o+ w It . covers the ma jor- areas that .the small business operator must con~ =
© . slder to'give the‘néijpsiness-the-bestfpossible opportunity; to thrive.' =

.Getting Into Small Business - ' B o I o

i You céhégéﬁxgoihgfih a small Buéinegg;in several Qays:
: L PR BT ' /->.,

1. S;art’auneﬁ'bnsiness ';%f

2.0 ﬁhy-éh’exiétfng"bdsinéssT/

3. Buy a'frénéhise;”" »"f,/affﬁ_f}gf'7 f. T w




e . . o . ] . ST . N .o R
. . . s . - . ) : : A

. : . R c . v . < .
Also, you. can join in a partnership with one’ or more other people in doing
. any of the above. Starting a new busipess and partnership approaches will

be discussed in more detail later in the course.
. ﬂ v . Y

4-_." S .‘ oL s . ) oo o
‘o .

. Buying*an ExistingﬁBusiness"~ *f e

- . . S B 4

. 'fIn buying an existing business, you are" taking another person s:busi-- ;’yuf;
~,.° ness and changing 1t to make it your ‘own. On the plus side, buying.' oL

Ry

e .

o”w111 save you the enormous time and eff?rt required to _-tjz;“ﬁﬂ; St
; start a brand new business. L

e e L
: A . - centat
@ ot . . A . . R O

'o_Will save basic start—up costs.w E .'*-,'m"_

’ : S e ; ‘

'io'Represents more of a known quantity in- regard to the .“ lﬁ:
'firm’s reéources and capabilities.~._ 4f,ro

. o Could increase ‘your chances of success in business if fﬁi

: the business is a good solid one. C T

PN

JOn.thejnegative sideiof the ledger,fbuyfng; v :ﬁ;jll s A

- 7 » . . TN . .;.; . . ’ -
o Inyolves fewer options’ for the buyer, particularly in o
_ selecting location,. buildings, equipmgnt’ and so on. ,ff* . R

"o\May require considerable money and effort to change an’ E“'é;,a ”lft -
- ‘old image, modernize the facility, and attract a, new ‘
- clientele, if necessary.;;

e

i 'olBequeathes you the hidden liabilities of the old firm 3“4’“* L

" such as negative attitudes. adong emplqued? and . cus—f'v, g Do

s - tomers .or well-entrenched practices that agtwdifficult DU S /
L . - to’ elimlnate. S o e LT S IR

i . . . . - SO RO e et .ot
. L R C e,y ﬂf.\.' L : .
. R AT RTINS AP ST R LT R : LN

TL"Franchisingljﬂi'”

v

N Buying ‘a franchise ‘may - be ypur preference as. a potential business oo
owner.  The franchise is a contractual relat;pnship between a buyer:and '

.a seller. . You purchase the ‘right to represent thabﬂfirm in a given~ IR

- area and to use the firm’s name to se%i dts. product or service.’ o

. You are trained by the franchisor an *assiated in starting your busi~
ness. You might possibly benefit from the franchisor's analyses of
"marketing trends and ready—made ads and would probably qualify for pur- -
chasing discounts as well, but your .costs could be high.\ T J




ﬁWithfﬁahjﬁftanchiébpsyyonamiéhtgbeﬁbﬁYipg;éjfranc}ise;ffalikéfaLmoif*f‘f’

‘gage ——:for a glven amount, making a downpayment) and paying the'fran=
. chisor: principle and' interest n*the??mount3GWed:'gSoméﬂfpéﬁchisofs;ﬂﬂf

‘ however,. prqvide no-financing.. You .also. would 'be requifed to ‘have

;wofkiﬁg;¢épitalytd;bégiﬁ;théﬁbﬁqipessjéndjpoqpayﬂﬁﬁépfranéhisof é‘nyé_vﬁ?

.alty, “an amount’ which ‘represents’ a.

Specifi§¥percentggq?bfjjbupggaiésjm>".'

‘some ‘larg

i/»: " restaurants, can be highly 'competitive

Its), k , .. HoWever,. many: reputable’fran—
S afn¢his§?9j§gve29metgéd§§ndAffanchiéiquhasghééomei?ﬁﬁinéréaSihg1j$b9pﬁlaf% -
,j;$;ﬂ¢jyay3gofdpgbus;ﬁess;[5A1;hqughgthe?qhality;qfﬂfpégchiséiopépAtidhs{has;f.5
5 ”vﬂ-;been‘steédilyfimpfovingjé%ﬁdueﬁiﬁ,parffto;goverﬁment[fegﬁlatiop{f%';he} ;g
;;L;potential“ffﬁnchiseeHshould;bé7¢aﬁtibué%hboé%?éngéringﬁﬁhy;cdhtféct@él_L[¢
“~;f'agréement.w{thoutyinveStigatingJthe franéHisor{sxfeputatiphﬁffalk;hg';9';f'
© . other. franchisees, ahdfhavihg[ajqualifiéd1léwyerﬁthofdughlygrévieﬁgthe P
”f ;¢§QtréCtﬁgl"a§?éémentQ,'jfﬁ Ll e T T T e

;ﬂhwfdﬁéx”l/g‘ﬁ”

N oLl

SR TR L T i;éf' -
t your own busin€ss, buy -an existing

'”f'lﬁhiCHévér¥§ou7decide)to‘dQE;;ﬂét | ‘exis
" firm," or .become a;franchiseeszgyOQ‘qay_chqoSe‘frgm_émong three distinct.

- 'forms of “ownership:

3. Corporatiom. : . = - e L '

W

. It may. surprise .you to ‘find.that” the size of the business 'is not the
. deciding factor,in your'éhpicé?bfVMhichﬁbpSinesslfqtm”tofselett;“fﬂTaxé
- levels, ease of transferring ownership, and the amount of -1iaiblity’ in- : .
B volved differ among the three forms and are key factors in.your decision. . | .,

,uj?T' The forms. that lend themselves 6 continuity and shared responsibility  ::" .
- might have advantages for thé older entrepreneur. It is possible.to have : !
 more free time in a partnership or a corporation than - n a’'sole proprietor-
ship. ‘Also, lenders always are concerned about how their money will be re- .
~paid in the event .of acCident,.iﬁjUry,f.r-déathqu~the‘aneraffHAVIng;paftf“7{k
',qgrs.oﬁaéﬁéoipdréte@business form.COuldfmaké‘yourtfirm.moréfappealipg‘ro-ﬁ

- leniders..

QFQ"V_:“T' jnjb 'v'."”:ff = S
R .. - -Footmotes .

v7'1E;~AdaptedffromiNicholasfcg:Siroﬁolis;;SmalchhSiﬁeés'Ménagemeﬂtf~ A
- ;Guide to Entrepreneurship,.Bpston:*iHoughtqn Mifflin, 1977, pp. 28-33.

e
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SUPPLEHENTAL INTORHATION

What i avsmall business°
, _,mom and .pop" \grqcery~stor,
ever, . a retail: stor:
'small business'

Qne.test for. determ 1ing . : . 5
usiness; AdminiStration.¢ TheiSBA defines a small business as one that is”
;independently -owned¥and . operated, not:: dominant in its field and meets em-
ployment “or sales standards*developed by the*SBA., For . most industries, the
'f standard ranges .are: . . ; R - L

Manufacturing;. The number-of employees may range;
:= up. to: 1,500, depending ‘on. the industry'in which the ~
’ busrness is. primarily engaged..: o

. f'j‘[;flf Wholesalingw- Yearly sales;not exceeding $9 5 mil—y~
... & Tionto $22 million, depending on:- the industry.;

vt,fga-Servicgs - Annual receipts less than $2 million to\*ﬂ;fl_lltﬁu"“ B
L'L:$8 million, depending on the industry. R L ‘

. .‘“_yy*Retailing - Annual sales not exceeding $2 million A
'fi~'q“?fto $7 5 million, depending on the industry.”~,_;h,11r*
_°g3Construction - General construction.;'average annualf‘_~. .
- receipts not:. exceeding $9.5 mtllion 'for- priorfthree{ﬂ:"‘
.+ fiscal :years. Special" trade., not” exceeding ?l”' L
‘lion or $2 million, depenaing on: the industry._

: v Unlike larger businesses where there ‘are’ managers for various func‘%
. /tions, in many small- businesses the owner—manager wears a number of hats..;”‘;
" 'He ‘or she may be" theochief executive, head- bookkeeper, personnel director,'”
. sales manager, ‘public: relations specialist, ‘etcy/ The small business: owner
'fgenerally contract§- udth outside - agencies and/professionals for servicesgijﬁ
» like- accounting, legal advertising, etc., as/needed.;-v ”’f S e

T oIn addition, the owner-manager generallf,supplies much of the start-upff’f
,.’icapital especially in. proprietorships and'partnerships. A small business’ =
... cannot meet_all the needs of "all: people, so*it must develop its ‘own.: plaée, o
ﬁ.or niche, in the total market._,w“' SRR : e




oL

ﬂ,*nesses that " they neglect- outside ‘interests. 'In: ‘gome cases, it 1s- possiblefi,
. for a small business’'to attract: its ‘own market. However, ‘most small busi=-"
.. nesses depend upon customer’ volume generated by community factors. like safe
. street’ locations, good': transportation, community spirit and attractiveness,"
“Vemployment conditions, and- ‘good- will. " You can_join: with- others to work for
,_»conditions -favorable:: to your business.u In addition,‘some people in the
 community may be. skeptical about ‘an’ older person 'starting ‘a business ‘and’
_your involvement ‘in community affairs -and - civic: projects can.be a Way ofo‘
"]fdemonstrating your spirit and determination.f It also may help you estab—"

~ T

~:*fﬂj; 0 Ability to get along with people

Many management specialists and research scientists have attempted to"

‘define the traits of the. sucpessful entrepreneur.. While there is disagree-“"

ment over’ the specifics{
important.“~ R O I

I3
‘\

“0:Good:: health and .energy-;

L0 Creativity and independence
;Af°o Ability ‘to organize :° .. ’ i T

o Willingness to dig for: facts and get questions ansWered.~;;“"'”'""'
‘0 Ability 'to make - decisions~ 'good judgment ' TN
‘ o Some" business background '
‘o-Drive and confidencetf :
;Ao Willingness ‘to.make. sacrifices
'.'o Ability to ‘handle pressure fon '
o Ability to manage time effectively.

| Otherﬂre?eﬁrch¢FS,haﬁefidentified.such°traitsvas;.zv:5 )
’Q:}o &eed for achievement : Tl LT e A
o Feeling of being in control of your ‘own. destinyux"fﬂ7':'f'fJ:¢;”'"
;“;o A preference for’ functions .and tasks related to .- A
» ﬂentrepreneurship A e T AP
0 Flexibility: '¢J3_L~ T S SO PRV L TR el

.-:yo Technical- competence
" o Persistence - ’ . vl iy . : i
“fo Resistance to standard operating procedure -;leadership. o

Another important quali&y of successful small business entrepreneurs isy:
that -they | are interested .and: actively inVolved in. their communities._ Many,;>
small business owners ‘become” 80 caught ‘up in the operations of .their busi=- "



A;*““lish,friendships*an itica linkages that can come in handy when-youfneed;'
©. a loéan-‘or: assistance,u‘While,the“business must be your~primary conce‘h, it,
_-‘should not be your only concefn . ' '

ey It is important tobcontinue learning about small businéss ‘as’ youAde-i_;fj
v;wvelop yours., -Local” Chamber of Commerce programs, trade“'rganizations, ‘and
 1oca1 education”i'stitutions provide ways. to'do’ this. : 15
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“'5pr§vided you know what ‘it takes:and-ha

You want to own:’ and‘manage,your

.ness: is. risky-at: best, ‘but. -your ‘chances o 5making itfincrease if you under*ﬁ?”

W stand’ the- problems you’ will meet and°wor
‘i_can before you start.‘f R =

: Here are’ ‘some’ questions to help you think_th“ough what you need to knowfyif
and do. .. Under ‘each: question, check the - anBWer-that’says wha gyou feel, orj_:,
’vcomes closest to it. “Be! honest with yourself s : Coe

a—

'Y;ifgﬁt‘. like it.

g
Are you a 8e1f-starter?

I do things on. my own.o*

If someone gets me started I keep 8°iﬂ8,a11 right.’ff”'
_~__ﬁasy does it" I d° “°t PUt mYself out until I have to-dtfx

Hov do you feel about other people?

'7;31:7 I like people.' I can get along with just about everybody

I have plenty of friends.< I do not need anYone e1se._;w

Most people irritate me.ff'*”i’:f'fﬂ5‘57*:

Can you 1ead othets?
I can get most people to go along when I start something

I ean give orders if someone tells me what we should~do.:f

Dot 3

I let someone else get things moving, then I go along if I feel

Can you take responsibiiity?*ilfgf |
. l I like to take charge of‘things aﬂd see them through
I will take over if I have to, but I would rather 1ét someone else,»
be responsible. .f:;»r : L : S RN

u-""

s -._4 %
s :

he qr she is-v I say let him or her.; f{*.;r:.g; N

) It is‘a good ideav—-fvn:
what it ‘takes.. Starting a busi-

There is always some eager beaver around wanting to show how smart:;x,






How good s your healtht

; .ggunt t ,e’\ checks you ‘made
K t.:fi~ret ansve; in each question?‘ 1
’e’third -answer’, ch:

hecks ‘are beside
what At »take*s to run a8 business_* :

; z W .
= kf many ;ehecks are "beside the-,:
_not eVen a good business partner will b ' ' '

Winten. 1979 ‘
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. ‘ “an

"have ‘ar str ng. basis_fo . el
L%smafl business ventur and ‘the investment of time ‘and’ money it requires. Asjﬁ;
‘jyou read‘each question, think ab0ut “how | much 'hought Yyaqu have given ‘to’ it. B

- L ey : e
- Have you decided~on the'typ pand'natu e ofr,heubusiness you want to;}
o start? ° : : B

N Think about ~why you~ wan! E ‘Do’ you/want toff:
. do. e badly enough 'o_ke'puyou working for long hours without know—;];
'ing how much ‘money you'wil ' '

started?

Have you counted up how much’money of your own you ca put into the Ve

‘

business?

Do you know how much_credit YOu can get from your suppliers, e g.
H{""the people from whom y0u buy?d““-, _ . ‘

rnDo you know where you can,borrow the rest of the money you will
need to start your own business? oo :

DO YOU know Which of your assets you could pledge,“if necessary, to ff
a_help secure a: loan? ETE PR o e 0

S Can you live on: less than what you currently do- 80 that"you can use,ff
-some . of your money to.help your business grow?

r'

wr or others about your

Have you talked,with relation a banker,
plans? ' i :




Have ybu decided to buy a going concern,‘invest in a f§enchise,-or-""{,
» Wy”j start your own businEss'"from scratch?" e 0 ':” R,
Hhat type of business to do Hant to"atqrt? How about a partner? e

Do you know the good and bad points about going it on
partner,:and incorporating a’ bnsiness?~' e SRS 1

()

Have to. talked to a\lawyer about it?

i‘ Hov*about your customers?

VG

Do most businesses in your community,seem to be doing well?

...............

b;' | Have You triﬁd to find out whether a business like the one you want5~§v»-”'
- “to- start: is’ doing well in your community and in the rest ‘of theff*
country? ;fll- I LT AR Pis oy AL : G ‘

Do you know what kind of people will want to buy what you plan tofﬁlygf;
-h? sell or use. the services you plan to provide? \ L e
'i Do people like to live in the area where you want to ogen your}~f
business? SRR S Ft ' A :

vt . I
. 3
. % N AL

~,rEéQHEnkindféftbusinsééj,’1jfu”

' ”i' Do they need a business like yours?

o If not, have you thought about opening ‘

’ ..‘or going into another neighborhood?
QHJ How will you let people know what goods or services you will pro-{p 5
B vide and your prices or charges? . . el B
5' Have you looked for a good building forvyour business, or are you o
L going to operate out of your home? S L SR
Will you have enough room when your business gets bigger? (Con-,*fﬁ;"
sider the building you might choose and the»adequacy of your home.);: S
.5f. Can you fix the building or your home the way you want it without7f’
spending too much money? . B : L on . RN -
5 Caﬁ}péople get to it easily from parking spaces, bus stops,'or'f*"m
. their homes? ‘_v;‘g; - S ':,.: _:,H‘Z_ _.(f_ sl

Have you had ‘a’ lawyer check the lease and zoning relative to the'b
conduct of the business ‘ S _ '




fsupp_ii‘eg_ ‘yau}f' m,,i»‘ need and how much '

Have you' compared .h prices ﬁﬁd credit ?terms; of different;‘
: suppliers? Co ‘ o : :

<%f:f'Your records. i

&' - Have you Pla““ed a System of recotds chat Wil keep track of yourj‘i:-f;..;ﬁgf‘-\
. o income and expenses, what you owe other people,'and what other peo—'iwgyfu
ple owe you? 1a7 e .:;ﬁv‘ Y '4j_u SR "‘?fi- S

éfiff“i' ‘ Have you worked out ‘a way to~keep track of your invhntory so thatff_';‘
@ . 7 .you always will have"enough on hand for your customers but not moregs IR
P than you can éell?: g ‘ Sos '

e Have you' figured out‘how tb keep your"

roll records and: take care
-of, tax reports and payments? o ;“ﬁv,- N (TP E P

Do you know an accountant who will help you with our records andr
' financial statements? o L : . :

Do you know/what licenses and permits you will need?
: i N g-,
Do you know whatf siness laws you have to obey?

Do you know a lawyerbyou can go to for advice and for help with le-'frf{d}
gal papers? . T D e . < . S R

/ﬂﬁ




N ] b T e s ' .
‘ “rotjcting your stote,, e S
) | - i N -
14

ness againit .
: employee‘ R

! . . /‘
's‘Have you made plans for protecting your place of bus_
g hefts “of :.all- kinds: - " bhoplifting, robbery, burgla
‘}g}vj;stealing,‘or?vandalism? e L ‘

..

3?;" ﬁHave you ta1ked Wiﬂl .an’ ihsurance agent about the kind of inﬁf‘
‘“ fsurance you need? EERSTIE _, o u‘~ RS N

. ® -",'

»/ "

Have you made a. list of what you31ike and do not 1ike abOut buying
a business someone else has started? ~ :

SRR y o _
Are ‘you sure ' you know the real reason why the owner wants to* se11
the business? : , R :

Have you compared the cost of buying the business with the cost of
starting a new: business? ' 4 s .

. o - o
Is the stock up to date and 4n good condition?

' Is the building in good condition?

,“Will the owner of the building transfer the lease to you?

PUCESE, S

Have you talked with other business people in the area to see what \_;L'TT
they thihk of the business? L .",v_.v o ,nﬂ3~;a'» T N

f-Have you ta1ked with the company r's suppliers? customers?

l‘

Have you talked with a lawyer about buying someone e1se s business?
i; Advertisin -T 'gj,'b-f;",f;*”. _,;:.. ,5L»;¥' 3 o [ s
: 'J,L e R 1 ) .;.._f ;, o '.«“Mﬁﬁ;vu_‘ SRR

Have you decided how you wi11 advertise (i.e., newspapers,

posters, handbills, radio, by mail)? e .
) . L T

Do you know where to get he1p with your ads

Have you. watched what other people do to get People to buy S
their product or service? S _ R

The;prices you charge.- LT

J'# 0 Do you know how to figure what you should charge for each;;”~
‘ item you se11 or the service you provide? : ;

oy L :
Do you know what other businesses like yours charge?

19‘ 2 3

A




\‘" -
Buzing-f' ,' - .7 : .
S Do" you have a plan for finding out whag your customers
'f-;}~—:;@_,vwant? | —y R S
L .f‘ h - ' “; qoe b
L Will your planffor“
* ' you when it is ti to order more and how much to order?
X . ) . "o ' * . e \
e N Do you plan to,buy”most of your stock from a few suppliers
o - rather ‘than a little from many, 80 that thoge you\buy from"
- ' will Want to help ‘you succeed? - ',. o . xh. .
BRI ‘ f;“:a“; f't;?ifoHVJ'V 1 o P
e L : o ‘ ‘j ‘w;ag" C 3fh
Haveiyou decided”whether you 'will have sales clerks or
self-service,*or mploy Bmeone to’ help you provide your
service? e , .
Have you thought bout why ‘'you . like to buy from some sales,
people while others turn you of £ to them? ' i :
. : ; ilf you need to
T ito look? 'p
Do you‘know wha kind of person(s) you need?
- . DO
. Ce ‘31}.
N DO , "\ —
‘ '\’f Credit f
; . i ¥ . . ) _ ?“;:
Have you decidéd whether to let your customers buy on - *
Do you know th
_ card plan?
. !
if a portion ofqyour capital is. tied up in credit'and you
owe others for hat they are supplying to you? ‘ .
O T . . - o

A,few extra questions

, Have you figured ut-whether you could make more money Working for
R someone else? : : S : R .




{ . |

) s ) . \

Ll

Dopé your family 80 along . %ith your plan to start a business of

your own? L M

’

Do you know where to find out about new ideas and new products?
Do you have .a work plan for yOurself and your employees?

Havg you: gone to the nearest Small Business Administration office

or to another -business’ resource ‘in. your community for, help with

your plans to start.a business? Y -
: 4 C o

If you .are buying . out a“business and have ‘agreed | to pay. off the

former owner o; his or her estate, will the outlay for:these pay— o
ments ‘have to come from your.working ‘capital?’ If so, such a ‘demand

_ may place your cash position in a condition of constant stress. v

- .o

If you- have answered all these questions carefully, you haveldone Some

hard work and serious thinkiyg. That is' good-: But, most likely, you have

' found many things you still need to know more about or do something about.

/
Do allayou can for .yourself, but do not hesitate- to ask for help from
- people who can tell you what you need to know. Remember,'running a small’
business takes: guts and persistence. You have to be able to decide what.

you need and then go after it. Keep asking questions dhen the essential-

facts are not really clear to’ you.

Good luck! o = . S %u-‘:f'iiﬁ{ﬁ.' S

oo . : .

Tn ."

A K " *y

- —

. Source: Occupational Quarterly, Winter 1979, SBA Management Aids #171. -
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e bfﬂ-»-f_ - SUPPLEMENTAL: INFORMATION ' ' o b

Investing in a Franchihg; . .

1

Béfore you . invest in n franchise, you should find out the pros and cons

of that particular firm. The best sources of information about a franchise'

business are: - . o
1. The International Franchise Association IR PRI fl‘i'\
" 1025 Cominecticut Avenue, N.W. e ' ‘ h S
‘Washingtom, DiC. 20036, . ' . . o . L

2. The FederJl Trade Comm’“aibn‘:.’
. 6th-and Peﬁnsylvania Avenuey*
"Washington, D. C.ff%gFSO

s

.-,’ B

It is iMportant to know .,ﬂevery state requires|franchises to publish
a disclosyre document. - Thi;' o, prevent ‘the franchise firm from making
false claims._ It protg. ' y ospective purchaser, but does not tell

.
L]

You also should speak with other franchisees.u This‘may”ggove to be the
‘greatest help of all. . o . L e e CLL

:; Further sgggestions before buying a franchise are.l:wl~ ;i:?
:\'o Hire'an'experienced and - knowledgeable'franchise' o :ié;fdu
- lawyer who will examine.closely what the fran~ A

ﬂchise -i8 offering and will examine the contract
in: detail for you. :

. o Use your sources of information to read and: find;

- out what 1s going on in the franchise market. '
* For example, it "a decided mistake to choose a ...
-fast=food servicjf8 franchise that has’ saturated
- the’ market in the area where you plapn’ to locate.‘ L

o’Look into the probLem of encroachment. ,f En-
_croachment occurs when ‘& franchise invades 4 lo-.-
cation where the same - franchise is established._. ,
It could hurt ' your territory" if“you owned the s

- franchise. : - R

A

RPN






; eople ﬁho?have.the needs wi% 'pay”adequatelyf
' ) aroun mee! ng:oneiord

*5,what they regard es
owner' or.- 1andlor_,

:q,for them quickly and at a low cost. : Lf you éppear readymto act;ﬁy?
. ‘keep your: Operating costs 1ow, and do a&gppd ~you
l,g?}clientele_and ‘thei 'word bf’mouth*support-




'You, 'as. a ‘would-be small
xtent of/@hesegkinds

fggrow;andulimp along with
Qﬁriﬁglar financial

foﬁ a- self-employed”basis.







v’,_-..Longenecker, ~Small "
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' : -€ T Long-termi"
'goals should formfa;framework”for short-term objectives.:» It isT*

f,festate or: investment.a Cash flow will belpinched if the focus is ‘o1
‘”,nﬁfbuilding investments for ithe future. - As: an: older ‘business. owner—
';i;[uwnager, youimight‘find that{you prefer to emphasize cashfflow,_

i ather tha ; " hat pr 1 gh'r = L

,State_‘hort-term obj' tives.

”,-You should measure‘ short- erm . objectives in time, dollars, and';;,¢

u,,ﬁtother specific figures, such ag" units: sold,_yThe objectives should-,f -
'“:,be attainable within a relatively " brief time frame. "Make 'a list-of : .

. " your objectives.in order’ of:. priority.v For example, your list might S
fiijinclude the»following. ST S T ]




ikely to"be in'the/foreseeable future.,;!’“"
et ;and ‘must ‘know tﬁ;,s
e D e A

:'Include -whatever is

' the amount of paih,i

4 hard, ‘objective look::
;~=}whether you hav
'.fmoney

important t

trengths:and’ ‘weaknesses

materials, andfﬁmfif
fConsider who -and- what*g? e
'and again in -a few,;g(,-




/

ﬂ continue to develop your ‘pla;

wner;should use- financial statements to analyze

ST le: balance. sheet, which shows the: asSets and ‘1ia~’ o

gy '»5fﬂbilities of the business;‘is ‘helpful - ip maximizing use of:alliof =~
j;the firm 8 Fesources;¢{ areful analysis of . the cash flow and of‘

i ales and operating objectives
/1n time an ;amounts. :

SR ‘o They.. are_th”nglmf‘ 1 de
"*’&flow and“o |

“In . oa1s, long - and shortterm objectives,{;‘ i
’?fand strategies for reaching objecpives ‘must ‘be complementary.r Onegf*?“
part of:the plan. leads’ to the next in a smooth transition and. all’:
/-areag’ of the business are covered.; The key question fto ‘ask at. allif
Stages are: : L ‘ G ‘ '

\

oZDoeSfthis idea make good business sense?

1J:ﬁ?o w111 it work»

Aﬁﬁo How will you know when to stop and
”4_ﬁ~1osses Af 1t proves unworkable?

Sl Think °f your plan in relatfon to~both>the national economy ‘and the mar-vf”*"
ket for .your ‘product; ‘or.: service._ You :should" refer ‘to ‘the’ ‘plan: continually
vas a management tool, revisin it*as>rea14' '1d’experience dictates.p;“

You will e preparing a usiness plan starting with, this unit and will

.as. you* learn about marketing, accounting, ad-"’;: .
vertising, and" ‘management. - 'Before the course is- completed, ‘you will have‘a . .
“chance ‘to review ‘your business.: plan and ‘make . ‘necessary. changes.e ‘Reviewing < -
the guidelines presented here wi11 he1p to check;the plan as’ it develops.;g?

E




summu-m, mromnon s

G

Required Project

Use the following guidelines to prepare a complete and detailed plan for 'T}],
.a new or established ‘business.: ‘The- following suggested areas should be in— /'T
cluded, but do not feel limited by these._'_a;:“ = o S

L l Type of business

o 2{, Location::’f-iﬁ fifwiff"";,f.ar‘fg liflixsf:”
S i "fﬂT;f B U T
.3 Target market

>';Tl . Planning proceés

'f‘5 Decision-making process to be used

-..-.v.. .

6.- Organizational structure j';'fV’;:ﬂﬁ*ﬁftf%i

Lf 7 Staffing procedures;iflfyp;i;:f

v

aé-f Ht fll- 8- Control e

wi_ 9. Marketing strategy‘

This project measures your ability to organize various data into an in—.?i7 B
telligent and systematic small business plan. : B B o




. ‘suggested Cover Sheet, for Business Pidn
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" ’ H

Required Ptoject -—'3uggented Outline for Buoinene Plan

*

Statement of Purpose S ‘;"=”x'- S - R

Contents . . ]f»”j/f‘ :‘f’ .
‘The'Business

A T Description of business
: . bs ‘Market
c. - Competition'
.d+ " Location of business
e.” Management ‘ R ‘ : : o wo
+-f. Personnel . - o | ' . '//’
-.+g+ Application and expan&ed effect of loan (if needed)
‘,ha Summary *}v : : ‘ .

’f'} 2. I Financial Data,' ’(3.:',f'h" IS
- a.. Sources and applications of fu d
“b.  Capital- equipment list _ |
¢+’ Balance sheet = ' L }— | o

~id. Breakeven analysfs .~ . . P R ‘
- 'e;~_Income projections (profit and loss statements) S
z IR ) . /r : , o .
'(1) Three-year summary e yi R
(2) Detail by mgnth for- first year ' s
-+ (3) Detail by quarter for second and third years

'f.(4) Notes® of explanation f.f L ,

f. Pro-Forma Cash Flow -

}(1) Detail by month for: first year Lo s
~ (2) Detail by quarter ‘for second and third years A
T'(Q) Notes of . explanation : S

g Deviation Anal%sis 5

\h;"Historical Financial Reports for Existing Business

";(1) Balance sheets for past three years
. (2) Income. statement for past three years
f(3) Tax returns
3. Supporting Documents IR jgf“
;~a,'_Personal resumes, financial requirements, and statements i
“be * Cost.of living budget TR R
. co Credit reports: . . = T
.'d. Letters of reference ..ot Ll S
...es “Job descriptions B I R Ty
» - f. o Letters of intent - R SN L e
f;ﬁgaf;copies of leases, contracts, and other relevant documents B

R .'i_)‘.
i




. Required ?roject — Suggéated‘stepa‘inAPrepdring a Buoineao Plan .

\

: Stepujumber ‘ Deuctiption of Steps '
. -.—.’_._.“N'f.‘ . ,‘ .
¥ ) IR C Decide to go into bueiness for yourself.~ O
© 2 37_ T Analyzeﬂyour strengths and Weaknessea, paying sp@cial
S ' attention to . your businees - experience, business .
\\K" g education, your desires, ‘and your age and physical
f condition. Then answer this question.
= bl , - | ’ Why should I be in busine for myself?
- P : . L \\
f . - o OO . Choose 'the pro uct or\ service which best fits your '

strengths and de ires. ‘Then answer - ‘these questions.

» What wi11 my product or’ service do for customers?
‘What 1is unique about .my product or ervice? ‘(
How doI know it-is unique?’ R
What ‘will it not do? . : R o
_ What should it do later ‘but. does not do now? .
& Research the market for your product or sefvice to find
- : answers to such questions as these. f

 Who are my customers?x e e . e
- ‘Where are they? . ‘ ' '
“ What is their. average: income?
. How do. they buy? R oy
N ~ At what price and- in what quantities?
. - o When do they buy?

. _ - When will they use my prOduct or- Service? g I
w+ ¢ . Where will they use it?... . - o .o
- « ° 'Why will they buy 17 - E T
» .- .7 Who.are,my competitors? ’ ey ;
‘ Where are they- located? R . ﬂ_.rﬁ' '4:?_3'

N

~ 'How strong are they? :
_uMWhat is the total market potential for my product?

: Is it growing? ' : . ;
Forecast yo:? share of the’ market.’ Then forecast your *
. ‘sales  or service revenues over a three-year period, o

broken down as. follows.r.;r : Sy R

L A First year - mOﬂtle 54’-.:“
N . . Second year =~ quarterly S R
o lThirdl year — quarterly e

J o ;‘:j S




How am‘I gofng to attract customers?;
At what price?j

' ‘rganizational“Chart thati_'SPells out who does
Jﬁwhat, who has what authority,  and: 5

Decide

whethe; proprietorship,

~Exp1ain your:choice-._

110ut11ne the kinds ofirecords‘and, eports you plan to usef
and howvyou will use them.' L v : '

- What. kinds of ineurance VLl T need to proect.my
. " venture. against possible loss from««“anteSeen;*
HE events? T ST e TRRATEReeH
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Equipmént;and fixtures
Prepaid expenses
?uTota1~asset$

‘2 0007
2 240°

o “(; _940f¥;;;s e
?4Total current liabilities 315;189;5jfw1*52;'_

Cash - - :
Accounts receivab
Inventory T :
""T[ Total current qsset

o -»'ro‘r‘,ai liabilities ',f"f[ 0 1$.5,180
SO -’,ﬁgNet worth “‘ﬂ‘%.; 74,440 -
-$12,620 - Total 1iabi11ties and e e
T, net worth r,f,;ﬁ ERREIOr $12,6203f

Equipment and fixtures;

. Prepaid- expenses b
wkam -Total assets :5“:vj_

Source Y'Ratio Ana_ysis for Small Business, U S Small Business Adminis— =
tration, Sma11 Business Management Series Number 20 E T U N




‘Net: sales.

: "»Sourc : :‘Ratio Analysis’ for Small Business,'-U S.
tration, Small Business Management Series Number 20.] )
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JiAdvertising*-
. ~Interest’
-f;Other charges; o
' Total expenses'

Net,p”ofit ,
. Other income
Total Net Income

- T A i

: Sburce.

Ratio Analysis for Small B“siness, U S. Small Business Adminis- o
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o

” '3 521
1 soo

| {-.‘Casn Purcnase

fShurt Loans

o0 'fs'l"gh 5411,_‘3”7' 8438 IO 7a4“;.vj:‘-;‘_-,
‘ :;““-Net for Month
.".f*f"-‘ffﬂd'ﬂg Cm sls zzr sls oaz__slsaao m zm 515 on;f,_y-:;




SUPPLEMENTAL ° INFORMATION

. Potentlal. , al

- Break-Bven Poiiit

fééiééfahdiC@sﬁs (dolié?é)

et

ety

v P am ane et — e— — — —

"*finnité’sélaixf;.;~

| wﬁreék_Even_ L Total Pixed Costs. R
- (Unlts) Unlt Selllng Prlue -,Varlable Cosﬁwaer Unlt

' NOTE: - ﬁfeékeEvériafl")d'l“lafs{ = Bi-féakavéh,- Un.jlté_.x' "Sjeili’ng:ﬁ]’r‘-’iéj‘e.’ib L T
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jﬁa-As'a potential small.business oWneﬁafit is important to learn allvyouhg"
vk ican- about marketing.- You wi¥l need ito know: how to identify your market andj~
':;how to. market your product or Serpice.” AEITRATET R R 0

.' Identifying the l!atket

To;market successfully, you should‘kn who your future customers will.
2. Be " as'’: specific as. you. can‘about: ybu targeted clientele. Are ‘you
appealing ‘to. -a specific age range, economic level,. or“class ‘of - client?"
ﬂevelop ‘a profile of ‘the characteristics of the customers 'you. believe wil
.-be most - interested in buying ‘your: product ‘or service.. . s
in mind, yougpan begin your marketing research‘”~

The aim of your research should be to acquire several basi pieces of'ug
informatIon ‘about . your targeted%marketiarea, regardless ‘of ‘whether 1t is. a
small': neighborhood or. Several metropo'btan areas. It" should tell'you the -
_ popu1ation of ‘your: market ‘area;’ present: .sales: volume in your type of busi-}'“

and provide otential sales volume esti&gtes. : g .

R Much information 18 available ‘to' you without charge from organizations'_5fref3
L and persons in the community flSome sources of informatibn are.juﬁ i

R o Chamber of Commerce

Stedien 7 o Local: development board

’Vv‘;gv;o Local: planning commission

. ‘o Trade association- affil ites g

i/ o Business bureaus : R R v

R College and university %usiness departments
if%}.[{,f o Local libraries. o L e

Although market research and advertising firms roffer marketing reSearch*;f n
"services. at.a- Substantial fee, ‘sometimes they. already have prepared special - .
market ‘reports’..that. you:: can obtain that can be another cost - effective L
source of information.-,~‘»‘ T e Sl - :

“.‘ R
- -

: It also is important to obtain as - much informatiOn as possible about;h'f”.
e your competitors. You need to know., .5;_, . , ‘ L .

o Tbe percentage of the total market they have.

0. Whom they are overlooking as potential customers.~v_;;:17ii

o WhetheT/their pricing is high or. low.




T You will have to be alert .to. changing market trends, particularly in an”fi.f
,;ﬂinflationary environment-- Is. your product  or. service one: .that. people will.
. eliminate. from their budgets Af7 ‘goods - and" services continue to’ be.increas—jj,v
“'ingly expensive? What are. “the . options and. alternatives for your: future‘.':_a
customers "In. .obtaining; your product ‘or service? ‘What “could; you ‘do ‘to: in—r‘f;t,
‘iiicrease, the attractiveness of yout: products or. services so that potential or.i‘f*
‘,g[existing customers will be attracted and held byfyou?": i h

;{juarketing !our Product or Service o

i _-.§As a new oWner of a business, you wil fneed to develop a marketingf

;_fstrategy that includes;the following' (l) distribution channels, (2):se=::

.~'ff}lecting inventory,, {3 ricingz-;-:'(lo) promoting and jpublic relations- Let's
' £’ . y

ST ' . o T N
Distribution channeld‘vary with the type.of. business and the situation.m

"Q'As a manufacturer, wholesalers, retailer, or supplier of services, yo are”?,(l
‘”tpart ‘of ia" distribution netWork moving goods ox - services from producezs to e
urjjconsumers.‘ If: you “havea product ‘to: market, for example, should you''try: to’ V

i gell it through manufacturer's agents,: wholesalers for commerical products,~?

‘”*distributors ‘for industrial: products-: ‘1g: the

o to get your product to the cbnsumer?“

:;;f”: Selecting inventory that will hav he ‘maximum’ appeal ‘for-your: targetedf el
g “ﬂclientele 1s a marketing: task for the rétailer._ It involves onitoring:the,s-"'
- .continuing or: changing tastes and needs of your customers “afid buying W

-'7them in mind-m g AT R T

.;wii Pricing is :crucial part of marketing.a v
* . “and-make a-fair.and:- reasonable profit., Set- your prices with that in:mind. MRS
.\ But { remember,. your prices ‘can’ help'br‘hurt you in attracting customers andéfffﬁg
5f[building ‘sales volume: Some clients{favor fixed arrangements, ‘where. sthey. .. .-
©..pay’-an: agreed upon fee to you, ‘plus’ reimbursement to: you of a range ‘of” out .
" of “pocket’'costs you incur.u Others prefer to:deal :on" the ‘basis" of tqtal L
'price negotiated An- advance, with/ 'possibly -a agreed upon escalator to take . -
.~into account: varlous . levels of ‘inflation. [n still other cases, propsec—ﬂ,'i:l
Cootdve! clients ‘can be attracted: td‘a -8liding cale approach to pricing where. ' .-
.you - offer ‘set- prices for different volumes 'Of Work, or for work done at =
}lparticular times: of day or' seasOn. To price accﬁrately, you ‘need to under—y’~- N
_.stand. the" market forces that are operating., ‘Are' 'you. pricing at, above, or,xf” .
ff;below market? Can you meet competition and: still have enough income to L

e i B B UL L s T R




i 'meet yourl
‘fy‘”markdowns,

v ‘ ‘ . "‘i ;‘ : | o ' » ‘ » ' ‘ ‘
‘needs? It also is good business to: have ‘a pricing policy on
Isalea, and returned merchandise.i ,>-v . - S -

Knowini

ab0ut direct and indirectgpromotional methods is also important‘7 o

;.to the small business owner. ;?_;ﬁf;w53¢—e_fe‘ _— - ‘“T

Direct methods include adVertising, publicity,,displays,'special eventf.a

i?sales, maupfacturer’s alds for selling,:and personal selling..  You might . .
e initiate(gygdirect promotion campaign, .for’ example, when: you 1aunch your .-

‘rjbusiness.‘ﬁ’You could have an ‘opening day sale with window store . posters, .
.,Lfﬂflyers on-car. windahields,,opportunities to win prizes, giveaways, and an‘j°“”

'””*appropriate advertising campaign.u,; DR R N )

Indirect methods include public re1ations,.customer.relations,,cus—./'“

' rtomer services,. and- -product stylingaand packaging. -Indirect . promotional‘y

P&

vfefforts could be providing .customers - with: delivery or: advisory services,ﬁf-f”

“;stocking ‘spare parts, or adjusting your hours to serve customers better.“
jRemember,wsatisfied customers mnot only: return themselves,vthey provide freei,

_»word—of-mOuth promotion for your business.3

L Indirect promotion-involves building an.image for your.. buainess in the .
“”?general community. ‘This 1is known as- public relations.. Good . public rela-:

{leew York-: McGraw-Hill 1978, pp- 152-159'f.;

tions involves" decidi ng hoW‘xou want  to relate: to yOur community ‘and’ dem— . .-

onstrating,’ by involvement “in the community, that : your business will ‘con= "

" tribute . and " provide valuable products or: services. , Contact business«t:,,
‘leadéers and let' them know ab0ut ‘your " business.. and y0ur community _perspec—: -
T tives They will appreciate y0ur willingness to contribute ‘to ‘a good busi-.ﬁ_{f
- ‘ness"” atmosphere and- probably will be he1pfu1 to you: in. y0ur ‘new .vehture. . ‘
4;;0penning and. keeping a" channel of communication to local press and qsher{*_ §
‘media 0ut1ets in your area are’. also advantageOus. The | feedback you will =
get from ‘the community ‘can” he1p you keep your busipes% on ‘track" and build;?_
_additional goodwill in the process.<w,* v BRACEE ’ S

2

' Footmotes . . . .

Lo TR
Lo

‘l; . Dan Steinhoff Small BusIness Manggement Fundamentals,_New York' S

McGraw-Hill, 1978, " pp-. 60-67 R

P

2.; Adapted from Nicholas C. Siropolis, Small Business Management'"'A'

- vGuide to. Entrepreneurshig), Boston.4 Houghton Mifflin, 1977, pp. 3323330 :

3. Adapted from Dan Steinhoff Small Business Management Fundamentals,f

Sl e e e T e R g T
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SUPPLEHENIAL IHFORHAIION
"tf{f*‘ Ihe Eaaentinls in Matketing “,nﬂf_ . vﬁt
. .-'n‘ _“-."_v_.\":.“‘ L L X . . "‘._“’._/“‘.‘ ) ‘ ) b T .. .

T : N ' el

) The six essentials in marketing are: ;fr _ ,"; 3 ///',.U

’f@f“}l.j”ProductIService Concept
- Name | " .
'b. Descriptive characteristics
7 . . . a

N 7P1ace/Location

3."Pticing Range — Ptojected ot

L ”l~:~a. Competitive comparison
e b. “Brand names of | competition: .- e
- sk Unit sales or dollar sales on a national basis . .

I tjt4f People and Ditect SOutces of Assistance in Marketing .'-;f- -

re »Distributors/suppliers fe"f" f';v'fz*iﬁﬁﬁj”ﬁ,v

7u*. .7‘Manufacturers ,,,_‘}' :““ﬁ. SR T Y
;:§;~ Trade associations’ T A . \; T
o ' , ‘SBA --‘SCORE/ACE SRR e » "_ ,‘ AT
“es:Government Publications B

- £.. Trade- publications

‘ 8¥' Reader 8 Guide to' Business Publications e

T
& .

\,‘o'

'd ,5 Pro-otion Options

; Customer profile o S
y Evaluation of cust0mers fneeds ,
. Number of ‘customers in sales/services area =
d- Market potential and steps to reach potential customers
/ : . . .

' ,6 Development of a Matketing Plan




B ‘/'- .‘ -
L L. s .
‘ -l ‘ 7 ‘ o i
e ' ‘ ' T )
P S sum'mmm monmmon e
- 1}/_; o Harket Situation Analysis R _‘ v
Use this outline to prepare a market analysis for your proposed business.‘
‘ / () .// ' " e ) ) : :
. / : i . L] L . . . ) . ..
.1} Ptoduct/Service Concept S T S L

. . L a . . . ’r
’ e BRI ‘ T
.
,

a.. Name of product or service S AR
b. Descripoive characteristics of prgduct om;service o

(1) Location T o .
(2) Price range - = = ’ - e
.. (3) Brand names used = - - - &5.
b (4) Equipment used- . -« - = et
~+ . (5) Competitive comparison _ _ (

(6) Source(s) of supply =

:c.';Unit sales or dollar sales on a nationwide basis . ., -
,‘:vd.v;Anaylsis of’trends !‘_\‘ o D , P

2. Numbet of Custonets in Your Hatket Atea '

e v —

'a. Use of SMSA data to take a, profile of customers in your area .
+ be AVerage customer expenditure . : R _ .
c. Total market i e T S g‘/// o
3. “Yout Harket Potential ; ;_; o
a.. Total market divided by competition . A
- b. Total market multiplied by percent who will buy your product
B ’ o T B e
4. Needs of Custoners R »" ;;f T H«
. - ‘%g- Identification - Newness i ‘ ST R
P ;‘b.f;Individuality =~ Freedom: L s T e
SRR c. - Conformity =~ Curiosity o TR S o
.~ d.  Pleasure -- Power = -i . .. I .
, - ‘e. - Social Approval - Prestige R :
-" - . f. Entertainment -~ Success . S : '
Lo g _Personal Interest =— Creativeness
.. < h. Affection — Health
T .'.ji;'QVariety'-- Adventure -
" .. 3. Conmfort —-~Welfare.~
- +"  “ke Economy =~ Priwacy
e 1. Distinctiveness —— Self-realization
T M. ’Convenience ~-"Sex Appeal : '
} S ne - Price IR R
R ‘ 8 o ;s‘~, * ’
. 49 , Y_
e o




'”7fds6QL_Custoner Profile

f’a-
be .
R
o de
'”mfe.

'f,Distributors, ,
. Small Business»Administration (SBA)'
: jthovernment publications R el
1,,Sa1es management and marketing magazines;“
1.7 Yellow pages . SR o
"f?"Directories

,,Educational 1eve1 - : A B TRV R
: . Wealth: (retained purchasing power as opposed to income) §

“iha
- Type-of outlet. patronized
;Availability and exposure to advertising media

;;Reader 8 Guidei'h
~Trade- associations

‘Manufacturers

Geographical (where located)
Gender o
Age range s e
Income brackets-iﬁ BRI
;Occupation Lo

Average size of orders - 0.., : ,hfee




| “*nouaeholdsfl s T 13T s

' Retail Sales l;"ff*ﬁ”f.’ssza 655‘_:: o $890,903 ] _':'_',._‘3943 139‘:;'1__-.,:

N [}

"1*roo4_[,a;_iiff5f];jfszo1 331§;¢,; §fv szoa 650f i

5223, 3985**’

4

';":HEating/Drinking-;b‘?$¢62,38? g ?f s eh 876f:gf ‘,,a;$f71 615i:;

2 vGeneral ;f'/lr;¥jvs126;897"-*,“7” 7r$134,693;-7;,<'fj s135 9oof1
o Fumitute D $:49 17'2:".. e

1§ 52,0500 . $51,529 .

_'?j'Au:omotive R $125 621,1i;47f ' *$151;021;1_mf5‘.”71$17O'f177'
. brug . "‘¢75]' $ 20 UL C§22,170 0 g21,95

OEBL . A17 :.g 1, 896 338’,,, | $2,048,709 ;7”_l $2,299 91853 B

o MedfamEBI . S o oo D
g Per Hou'sehold B ; ‘$15)8]‘.9’,” R $16,'8>22.  ?jé$18,"64‘2

V Incoue Breakdown L

B T

© v 6 8,000 = 9,999
§10,000 - 14,999

© $15,000 ~ 24,999

- $25,000¢ .
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counting service to evaluate the“sales potential of a: computerized record
keeping system._;f;gfg;_ s o B ~ o

Let us:: say there are 6 000 small businesses in yourwcounty. ‘Of
ffiﬁthis total 50% can; afford $125 -per month- for accounting -gervices.
- You: feel you can design a: system for this market and: gain lO/ of

- the market - in your county. ~IE: there ‘are: two competitors for: this
5ffmarket, what sales potential (in dollars) can you expect" N

"Vdﬂ'l; 6 000 businesses are my potential market, but on1y 507f;fﬁ_3;
'“.~ﬂ_can afford the service I plan to: offer. ST DU R

6000 X 50/f“f

‘,;d2;’?3 000 businesses can pay $125 peiJmonth for my Services.;fiﬁ;xﬁv
| 3ooo x 12 (months 1in. ‘one year) X $125 = $4 soo 000 -
_d3f [10/ of this market is my goal.:wﬁ,-f;f_f} o B

$4 500 000 X 0 10 (or ten percent) = $450 000

".i4.£:My sales potential is.v_ df{ -

T - s0,000 per vear

This example shows thht through the use of basic market research the
accounting firm 'has. the information it needs  to. make a decision about
whether to. design ‘a ‘new" computerized record keeping system. "By comparing ;
‘the sales ‘potential against" the costs of - developing ‘and’ selling the sys-"'7
‘tem, the- firm can. determine if going ahead with the system will be a good
decision. R & SRR R : ; o

<




C n-:fList and rank;five characteristics of“future customers t at you el -
CLoowills especially influence_how you:set: up “and-: conduct ‘your; business.ffRank“g;
" one” as - .the " highest (havingggreatest influence),gand five as - the lowest‘f;

.;;(having the least influence ‘of ' the: those you selected) - v e

e&’_{_"‘v

. NOW’ decide WhiCh 8r°uP (i e:; customers: sharing a. particular charac-f*
- teristic) 'you will concentrate ‘on first.u "Have a reason for your selection
' and for ranking ‘the’ characteristics in the order that you did., S Lo




eStimate their percentage of market penetration and dollar
. sales in . ‘that’ market, ‘and “estimate their potential"*loss of sales .as . a-
.~_result of your entry into the market. : :

. 'market area, |

‘z Share ‘v”*"”"'?;nsumted .. Estimated Sales .
fof Harket

lepet:ltor Will I.ose

Name of Coupet:ltor
and LOcat:lon -

- Becauae of_You
" Q. :,v =
3. .

: How do you rate your conpet:lt:lon? Try to find out the strengths andﬁ" o

- weaknesses - of each- competitor._. Then write your opinion of . each of your.

- principal.. competitors, their principal products, facilities, marketing-"?,;
.. characteristics, and ‘new. product development or adaptability to changing-“.{.;.
f'-*'market conditions. SER D L e e e e




““j'Below is a 1ist of/characteristics tha BRI
) iproduct enjoys over those offered by competitors._ Indicate ‘those advan-lj;ﬂ”ﬁ

t ‘may - indicate the advantages‘yourff."'

‘tages’ by placing a: check dn the’ ‘proper . -space. . If there isimore than onef;?y}f7

‘ﬂkcompetitor, you will need additional checklists.-“e.~:

iy " .

CoPrlee

f>;ge;f5;.;¢;;'ﬁév,t'.
Versartitey
s sp‘ée" a or Accumcy

'Ease”ofzuainténance'or-Repeir»t

@,

.inEaSe of Cost or inntnlletion_-u k f"{ -?f:,ﬁ;t f;_f'~fh3~:7ec e,

Size or Weight

[P

7-Otﬁer;Chafactefi§tics- ;

s

.‘igési}it

'.*°rroaacf<s>-?;'“;,,Q;:s*ﬁ,. | Product No.1 Producto. 2



(Name'of ..
- Company
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3jThe purpose of this unit is o' pre- o
. 'sent’ methods for-~ evaluating and ‘ge= oo

lecting a site’ location for your:;l}j"ji '
:small busineir&j;:; S BT R

At the end Of this’ unit, you will_;“

have ‘indentified the important fac= ..
.. tors’ 'to- consider in.site.selection . - '

. ‘and be able to apply these factqrs"',._‘_ R
:when seIGCting a- Potential site for'fu‘;u-kﬁﬁfﬂ
_fyour business. . N R

S

»




umr 4. . SITE LOCATION .= . . =

o Finding the right location for your business is crucial to- its successf g
 or. ‘failure.. This 1" particularly true: for retail. .stores. ‘that depend on ¢

convenient. and attractive .sites to ‘encourage- shopping. Regardless of . thef;

’business, ‘you.. will want to have the right amount -of - space for. your pur— -

: poses. - You also will want .an. area that employees and’ customers: can .come:to
‘nwithout .concern for their safety.; Any location ‘18 enhanced by its prox-”

imity to public transportation -and: easy parking can- make ‘a site more desir—
'"able ‘to potential employees or- customers. S St e

You:can obtain sound statistics on areas you select .as" possible busi-i'v

" ness  locations from the U.S. Census Bureau. - The Bureau will provide you -
with deungraphic information, including the breakdown of ages and ‘income

" levels of- potential customers.‘ You will want .to determine whether the area:d
' ;is growing and if so, how much growth is projected..';"" :
. Your Chamber of Commerce, local planning agency,"and local transporta-i‘:
"tion department also are excellent sources of information.p You will: want]'f
to make: certain that’ zoning at your prospective ‘site” isdright ‘for: " your

‘:business and to: determine what business taxes will: be required._ Determine .

' 1f there are any . public or private construction plans .that could affectf:'
-A‘business in a prospective site either postively or negatively. U, e :

If you ‘are in retailing, ask yourself if the business environment off'

Ipotential sites would be right. for your. target clientele. .For- example, ifif

. you will be selling. high—quality, expensive men's clothing, you will prob- ,
"~ ably. need store space that is in" an attractive, prestigious, expensive lo-.
cation. However, Af ‘your. umrchandise 1s .-discounted men's clothing, ‘you

"~ should consider transportation to your store in selecting a- site.. People:

in search of a bargain 'will make some effort to find a’ ‘store’ location, al- .
- though proximity to a major highway and to public transportation is a. major
. selling point.»," , _ : _ : . : oo
It is wise to spend some time in prospective site locations in order to
find . out who - 1ives ‘or works in the areas ‘and 'who ~passes through them. .
- Would they make -good customers° You might interview people on the street,~'
asking them whether they would like to see a- business located there. ¢'The
““more. effort ‘you put into 1earning about potential sites and analyzing them'.
in terms of your business, the more successful your selection will be.-ﬂ-
f‘, R .
. XIf you are thinking of doing things like printing, accounting, craftw
art work, or public relations at home, do a.realistic job: of estimating
- your space. requirements.. -Where’ will you put- tools, storage: bins, mailing

~ operations, word processing equipment file cabinets,. and digplay areas — :
- now. ‘and: later? - How will your - family interact with these activities and

'space requirements’ _ Who will -cover the phones pr greet: ‘customers? yAre

- there young grandchildren or pets about who - may not understand . why they

should keep out of the’ business areas ‘of the house’ ‘Can you have real pri-
vacy, 1if your customer service requires it’v Will a phone tied up by your

CH
. )

. ey e Coa s T 633. . .
T U NIRRT o



: '.-.fami‘ly give a; busy signal to potential customers? Will your business traf—}.‘:f"

fic keep" family members from phone communication with their: friends? Yourg;.;’
""'business at . home. could: make it more ,attr}ctive for ‘a 'thief. - ‘What steps -

..v.:"will -you take“to’ diminish’ ‘the risk
o :'cenBing 1aws for your area?-«_,_,_, :

'-frobbery? What are the zoning and 1i-'»f -

v-‘These are not insurmountable problems.._ However, you should satisfyi_‘; -

-_'ﬁ:yourself that you" have answers ‘to, them ‘before 'you: make a final- decision ‘to
. open’ up.. shop - ‘at -home. . . A further list ‘of . questions can. be found in this,__;'-}

. unit on the Home Assignment,‘ "Starting a Small Home-Operated Business.j




m;types ‘of - businesses.

o Although location is often considered the concern of retail businessesfﬁ
f\only, At “is“.an important consideration for ‘every 'type of business.. How~
- ever," the factors. that'.contribute ito.an ideal : location differ for various
Answering the following questﬁ?ns can help you select’n

f'the best location.'iﬂ‘ i

Retail and Service Business

'joﬁRetail compatibility<; _.Is_your;business located next to
“vbusinesses that will generate_traffic for your store? ﬁh-”

'7':ofIs there an adequate number'of area: residents who fit your?m

[customer profile? (That is, what ages,”’ sex, marital sta~“ﬂfﬁq
" tus,’ income: brackets, education ;evels, etc. are represen-qxjv'*

'tative of the area?) SR ;ﬁ‘--!s ,iﬁ ﬁ,'-

h"io,Is the general appearance of. the area attractive to your?ky
_;chstomers? (Is it clean,: well lighted? : Do most storesfgwy
S seem properous and stable?) i : o

' '.kcitﬂl okIs there adequat: display,,office,vand showroom space?
1]Q$is parking adequate? . ‘- . “"‘ B
"3‘§j1§ street traffic fairly heavy most of the day?
'”“7diis the area served by public transportation? :b;:i;?ifffi"d
‘;o:ls the location easily accessible and easy to find? fi”y
,qzu}if. you choose a remote location to reduce overhead | how.'_
"‘will ‘you ‘be. able to attract customers (e.g., unique items,*“
o low price, etc )? o S : :
l':-fokIs police and fire protection<adequate?
o_What are the insurance ratings for the area?';g;g
”o;Is the physical facility in good condition?""x

"_ofDoes it reflect your-"image"? A

e

gd If you provide pick up and delivery, does your-locationf
tminimize travel time? T . = :

e



Hanufacturing Business:f“‘

‘\5‘ f‘o What is the nearbyfcompetitive situation? S
AR - ‘o--

‘;;tion readily available and at reasonable rates?
bf;/go»Is the delivery time acceptable to your major customers?

*igo Are raw. materials or merchandise readily available?

"o Is the' physical facility suitable? Is there potential forib7;\h

,-‘.‘

'Tiexpansion? _;fgv-

"xbo Is the attitude of the community favorable to your type ofiﬁ

. (»_plant?

General Consideration fot A11‘Types of Businesses

’:3~, p/Z”ning and p1anning -
;k/ff limit our operation?

vvq‘“

o Are any major changes planned for the area (e g., new high-“

':ir.\{i waysn razoning, etc.)?

\\‘Are/adequate utilities (sewer, water, power) and communica-iVJ

tion available?

o Can the site be equipped for any special needs that you;7ﬁ7‘

have?

o Are all conditions of the lease acceptable and clearly un-A:;'

derstood? v'_}fyb mu.,ggtrpi, T

5“ o How has the leasor dealt with previous businesses?
y e
o Is leasing preferable to purchasing a site?

\._.. P

'lo Is suitable_labor available and the general wage scale rea-:;7'

sonable? '“ﬂ R

"'-vo'What is the relative taxation burden?

Y .1 HE R T

'IV?Is there an adequate supply of suitable labor available? fi

fans the necessary air, rail water, and highway transporta-.;

Are'there restrictions that mightii'



R  HOME ASSIGHMENT |
Ingydé;gﬁting'de,Sites'fbr !bur'?otehtiai Smhll‘nusinéaé"

The purpose of tbié ‘assignment is to glve  you préé;iéal experience in

‘locating a site' for your business. You are to investigate two possible

-sites. Write the answers to ;the quesfions:belownto~he1p you evaluate the
~sites.. When you have completed this, use the scoring sheet to score each.

“site. This home assignment‘cén/be,sharéd.;n clagg. ™ . . . o
Sité'Evnluétion Questions
 What are thegstrengﬁhs?' .

o, T B S

siter#;j." . site #2

What ispﬁhe_éost per'ﬁdugre foot? T SR e e
- Ste#r o stpe #2.

s
3.

What are'thgllease/pq;chase options? Y

stee#l T  sgeegr



. . .
“
-.‘ (. 3
. . L M

What is the distance from potential cuatomere? s
Site 2

. i' Site #1 ‘.‘. T .

1s thete’accees for delivery ef.eupplies?
site #1 . o L sqre f2
no . - "1' o p:; yes' no “Jf'.

. yes: | .
X Explain: ' o Q;f g -: T Explain:

A% v@'

What is the distance of the site from home?
‘Site #1 o .'1_f "'i“~~ S Sitel#Z FE

What is{ihe cost and availability of support services (parking, janitorial
etc.)? S S S - A - S ’
| 'asitez#Z' | :

. site ﬂgg; R
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) nom; Assmmmr TR N
. E Investigating Sites for Your Potential Small Businessrrf o
Score Sheet on Site Location #1 e s ':,":,,
Grade each factor. '"A" for excellent,."B" for good, "C" for fair' "D for.
poor. . . e . : _ R
' Factor -"yGrade .
'vl."Centrally located to reach my market.‘) S ,d {;'fjfgaﬁ ,,.Li;;;"l
-~ 2. Merchandise or raw materials available- S N AR .~
. 3. . Nearby competition situation. ' O o ' .

"~ 4. Transportation dvailability and. rates.. o A
‘5. ‘Quantity of ‘available employees. Lo ‘
6. Parking, facilities.,'! » R
7. -Adequacyof utilities (sewer, water, power, gas) : E

8. Traffic flow-m;__rnﬂ“nh_wwllsl_;WJhin, B _“l;li;,w;ﬂwmlilmmill;”-

9. Taxation burden.J. LU e §
10. Q ality of police and fire protection. S IR L o
o ll._E vironmental factors: (schools, cultural and community N
o a tivities,-enterprise of other’ bﬁhiness owners) L ’ o
12. Physical’ suitability ‘of the.build ‘
‘13. Provision for future expansion. - ' L
14 Overall estimate of: quality of site in 10 years.v e
Score Sheet on Site Location #2 L
. . R . “ . 'E_ ‘. . . - K o o
Gra&e each %actor::’"A" for3exce11ent;'"B"'for'good; "Cf;for fair; “D" for
-;Factor- . "% . Grade
1) Centrﬁily located to reach my market.vi i L
‘ 2-_ Mel‘c i) " - ®
e
10 ls, cultural and community
other business owners) - ,
the building. T I S
ision. - . ti ‘ o
ity of site- in 10 years. ‘ Do
; * -
: .Adapted<fro .S. Small Business Administration publication SBMi No.
f 201 Locating or Relocating Your Business. e _:;:: » :

Anfésir“.:n b
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' BOME ASSICHMENT ~

- l-'.bl"?',List possible skills, hobbies, Jor talents that might be marketed from

S iyour home.,i,, S S L : T :
’7How nmch timekcan you devote per week, month, season, yearfto”thish':
Tibusiness? SRR PR T o

JE T S U PN S I SN el

S A To determine this, begin by drafting a weekly task timetable',Q” v

o that 1lists all’ .current -.and ‘potential . responsibilities “and

S time required- for. each. ' When and how can business responsi- . .
bilties be added without undue physical or mental stress on:. -
you and your family? : Rt ‘

"@f3. 4kist why you prefer to work at home. .Lj;vﬁ-;.gd’»ﬁ_"fi:f).}tp,mgl;w.f;,";

"4. What changes in personal habits would be required for you to operate a_ f
home business’ S R S REHS S :

)~ . s - . - : :

' 1~‘jExamples.:q o Self-discipline to\keep TV off while working.
. . o Learn’ to limit personal phone calls in length

Ce ;’ﬁ and number.__f o : R

= .

.5. Where 1 the home will you locate your business?
. ‘9 ‘.: 4 A . Lo . . . ; o
Gl What adjustments to living arrangements will be required?7,-
Ly _'_vCost of changes’ What' equipment will be- needed? What" are
7)* " the: costs .and . availability? Do zoning and licensing laws;
"',,permit you to operate from your home? L .

ﬂ

' 6.ﬁ Who will be involved dn. the business operation?

S .. Do you want toabe your own boss? What tasks will each person
v " involved, perform? When? How are employees going to be “com-
o . pensated? . Make up a. separate chart of responsibilities for'
o each potential employee. ’ :
,,-7., List all possible drawbacks or: obstacles to operating this business at,'d
home.' Ask family members to comment on pros and cons. . ; . T
Y S
8. Interview successful home—based entrepreneurs and ask each the above"
questions. Compare their answers=to yours.v » :
R Share your findings with other class members interested in at-home work .
'-‘environments._ﬁ/‘ : - oo :
10." After" 1n-class discussion,;re—evaluate your work environment plan to
L adjust for new insights/findings.; S : :




" Starting a Small Home-Operated Business =

“Work Envirqnmen;ﬂ"At';'!loﬁg"-'-‘T’ R o SR
u',Liét_possible:3killé;ﬁﬁdbbi6$;b§f2ta1eﬁt§ §haﬁ7might;be.mafkétedufroﬁ home.

S Y Y

3 B N ) .

&

‘ R . . —
.




e S HoME Assn;mm LT

Starting a Small llome-Operated Business »‘

Work Env:lronments At llone

List a11 the daily responsibilities you presently have at home._ :

¢ '.

) " Respopsibiuties : 1..0 o Honday ‘T“eiiday Wednesday Thursday Fr:ldz'iry”

‘_Res'ponsibiliti,‘gs on weekends: -

e

68"




,_nom: Assxcmm

- Start:lng a "Smll H°"‘5'(’l’er:m:ed Business P

S Advanl:ages/Ditaadvant:agea to a Home-Operated Bus:lness WEE

;_List all possible advantages and disadvantages ‘to: Operating this busimess
CTat- home. SR v . .

-
1r..
Ly,
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:The purpose of this‘unit is to provide"
‘guidelines to -use .when: advertising
.._your small business.;v'f"v » ,

'f“At the end . of this unit, yOu w111 béﬁ'7:1>-
- able .to. develop ‘an. advertising budget 7

:tand be able to’ Weigh the: advantagesvf

.and" disadvantages “of . different typesfl;ifii'i

" 'of media so. your advertising and per~ -

‘sonal selling ‘techniques will: be costf"

‘iiﬁeffective and profitable.‘.ﬂ




° >
Y

You might have the best product or: service in/your field but unless,""

people know about. it, ‘your business will not succeed. o To advertise is to S

A'call attention to- yourself.v As a small business: owner with. limited re~ - .Y
sources, you will want to make sure your advertising dollar: is effectively:r

" When' planning your advertising campaign, you" should assess your busi—'
ness\by determining—who~your~customers—will~be—and—what—you"have*to—offer“”‘f*f“
~Your:.ad: campaign should .be “baged: .on:a-clear: understanding of - your business B
- and its image. Ask yourself these basic questions'_.f,' ~ Co

h o What need am I meeting?
.:?zf'o Who, specifically, will my customers be? A:‘i,fh “ijn‘i;,gpdhggf"
‘”-o What are their tastes? : l e R
?io How can I best attract them to,my business? L
V-hhb Which income level am I aiming for? |
A':sho why will people want to do business with me?

b‘fo How do- my products or services compare with those of
my competitors? : ;

‘io What special customer services do I of fer that I can’
advertise7.. : : , |
i:O,What image;do~I'wantvmy;business.tovproject?; S »,_AT7WQ ’

o _ . , o . s
5 You will want to think more about the lifestyles and needs of your tar-:',
" geted clientele. -To what kinds ‘of media are they exposed? ‘To what types
of advertising will they respond? In doing business with you,. will they be o
‘looking: primarily for bargains, ‘status, -or. convenience? - What kinds of*

A'shoppers, homeowners, or businesses are currentlyﬁﬂn your community? Know= ...

‘ ing as much as possible about .the preferences of your potential ‘customers a
e will help you to better'. judge:what - products or services they néed.. - This «
,i‘knowledge can help you decide what aspects of. 'your service or product busi-

' 'nes%hto emphasize, in which media, and when. ‘ﬂ.i - s :

‘Most small business owners prefer direct-action advertising that is de- -
"signed to bring in customers to buy a- specific item or service rather. than
institutional -advertising that ‘promotes ‘the firm in a general way._ When
“you are. advertising a specific event or -sales item, 'you ‘also.are clearly
promoting your ‘entire business. You may prefer to try both types, however,
‘vand see which seems ‘to bring the best response. : L . : o

e,

i
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 Advertising media inclede:

;NeWspapersvf w T R A R S Iy
‘Television. (national and local)ff,;{;,;fp;f"V'*‘1
Radio. (national and local) St
Direct mail.
Billboards '
‘Handbills
~Yellow:pages- section of the telephone directory
. .Woréfof-mouth by satisfied customers” : e “';f
',f o Friends,‘associates in fraternal ‘and civic organiza-v
tions,vmembers of your church or. synagogue.., T -

'.v_

OZO‘0.0 ) o'o 63.QQ

Many of these forms of:; advertising reach 1arge and usually general audi- -
_ences.’ Direct mail- allows You .to . tailor your ads to your best prospective"
customers.‘ Handbills and signs enable you to. a1ert people in the’ vicinity,t;;
© . of [your: business presence.. Sometimes ‘a’ small business owner in ‘a busy
downtown area will hire an individual to walk-around the: neighborhood wear= " -
ing a’ sandwich ‘board- (boards with advertising coﬁf"joined by straps or,’j
chains over the shou1ders) s , e S S
Costs of the different media vary wide1y and you will have to choosef=~
which media are ‘best based on your clearly: defined target audience’ and your
h advertising budget. Establish  a. ‘dollar - amount - of ‘your sales revenue -as’
. your. advertising budget._ Your-initial advertising campaign also should ‘be
budgeted. For 'example; - if advertising in. the major ‘city’ newspapers regu- -
‘‘larly . is too: expensive, consider placing ads in smaller neighborhood /;;;
suburban community papers. 1 p,\}, . et e , _ . '

When to advertise is important.; You might find that one ad in the” Sun-~_j‘

. day paper will: bring you. more customers than severa1 ads placed during the

week. == or" just ‘the opposite.; ‘Here again, you have to.assess’ your -commu- -

nity and their habits of responding to. advertising. You should experiment

"_to determine ‘what - advertising schedule is- most effective-f Advertising is
“one of the primary sa1es vehicTes for your business.- Use your ingenuity!

/

d&,v' As a 1earning exercise, you might want to design an advertising ‘cam-
‘paign for. your projected business. ‘. Be -sure you ‘tie the focus of your cam- -
. paign into your marketing objectives, including target clientele.; In’def_;k.
?.signing your campaign.; o S e }; o
' o Determine which media you will use and when. :

o Determine your budget and how you wi11 allocate it‘
among the media you choose. : :




o Call the local papers, telephone company,/.and others SO
- to find out': the. various advertising rates available
for sample ads. T T U / DA P

fo Consider developing an advertising calendar for y0ur
business ‘to’ help you take advantage of change-of-sea- SRR
son and holiday sales potential. e = .

] . . . AN /

Finally, do not forget the boost you can/get from your supplier and_""

“~.',;from other’ business Ppeople. _when_they are—._asked ~"Do-. you ‘know-where - I-can" ™

. get (a product)?" -0r, "Do you- know . who " doe/s a’ good job: (in. providing a.

service)"“~ If you. satisfy your customers, people in other businesses will

~ +be happy to- refer potential customers - to you, -and satisfied customers not
. only come ‘back, they tell- others. The effects of that grape'vine will.

X s-;-spread quickly in your community and possibly beyond.




. e _r:sent the  fundamentals of: financia1>,
:management. ;' i_,__-;.. SRR

Teg TCH
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.
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The purpose of this unit is to pre- S

At the end of this unit, you will‘k
be able to. name the basic elements . |
-of an accounting" system and analyze e
financial ‘stateménts as a guide for
.financiakumanagement. You will be
‘able to brepare d cash. budget- for
- . your: first~year of business. and de-
~velop a resume to ‘use when seeking ",
sources’ of financing.;ﬁ_;;, S o

b




‘UNIT 6. nmcmmcmm |
. Financial management/is the process of analyzing and monitoring the fi-’
.‘nancial performance of,your business so you .can ‘assess’ your current posi-,
-tion and' anticipate - future problem areas-. The daily, monthly, seasonal,
‘and yearly operation ‘of your ‘business requires attention - to the figures

that tell you about the firm s financial health.

S As a financial manager, you will rely on data from accounting Pproce=-
_dures _that . are/absolutely -essential -for both. long-range. and— short-range-
" planning. Consistent use of financial data yielded by your accOunting sys-_g
- tem allows you to._ ' : _ . ST B

'“bo:Keep'close tabs on the performance of your business.-f"
R o,Spot'trends. ‘f;
"o Plan ahead.

o Take corrective action if necessary.

Youineed”toiknow about severalltypes'offaccountingﬂrecords:l -

o Cash_records showing receipts and disbursements._fl

AR v

o Inventory records- jff
'7_o Payroll records.,

o Insurance, leasing, and'investment'records.u

- Although you may need only a simple accounting system, it should do at'
least the following.- .

. : o
. e
: ek

e T 0 Give yOu%an accurate, complete picture of your operation.

© . PRV

o Provide you with the basic financial statements you need for
' taxes, reports, and loan applications. :

: i
LI - . e ’ )
- N . . s 8

o Help y0u spot employee fraud waste,‘and bookkeeping errors.

No matter how simple ‘your business is . or ‘seems to be, you should have an,
accountant to tailor an accounting system to your’ specific needs.

e




The thtee most important accounting tools for the smalI buinsess owner_’
are? the income statement, the.balance sheet, and the cash-flow forecast.
‘The 'income statement indicates the. bottom-line profit . figure for a given
period, often. a year. - For:a service-oriented .business,’  the . ‘income
‘statement might look 1like this: . - . - gL AR ‘

' . Gross sales revenues ‘ $100 000~ - For year ending n
. Operating expenses = . 70,000 December 31, 1983. i
* Gross profit - .. 30,000 ' i e ‘
____________lkﬂﬂLJaervice, ——————15,000—
-'Net preétax'profitp"ﬂ _ $ 15,000 - - -

_'For_a,retailjfirm,ithe cost of geods sold ‘also must be subtracted from
total sales revenues, as this example shows: ‘ ' .

4A_‘.
-

nGross sales. reyenues , $100 000 ; For year ending
: Cost of goods’ sold f L 50!000 December- 31, 1983.
" Gross profit © ° 50,000 .
’ '-Operating expenses Ty ”{ 20,000 , . p"; o o

|  Profit before debt service 30,000

-‘Debt service 15,000
T Net pre-taxuprofit TT:' {.ﬂ$315,900,ﬂ‘> . : 4 .
o ‘;.; S ‘ .._L‘ N - ~' B IR ;'Ajg;~ '; ;"; ;s\jﬁ

B 4

The balance sheet captures a business at one specific point in*time
. rather- than over a given time period.v The balance sheet ‘displays the total
', worth. of the business, its assets on one. side_of .the 'page,. . -and the liabili~
~ ties and owners' equities on the other side. A’ better way to say this is
_that the -right side -~ the equities — of the balance- sheet ‘'show- how the
entrepreneur financed  the venture; the left side =-- assets —— show how'the'

.- owners” invested the money they obtained. (See the sample balance sheet in:‘”'

this unit ) ;
Neither the‘income stateﬁent nor the balance sheet will tell you about

, the amount. of cash you can expect to have on“hand in .the short run to pay .
i_bills. .This is the role of the cash-flow forecast. . .The crux of the cash-

,fflow issue 1s the time lag between collectding accounts receivable (money o

. that is owed to the business; for example, from credit card sales) and pay~
ing -accounts payable. (what the business owes its suppliers in the: short~..
term)‘ The forecast will let you know how" much cash is available to you.

-
i

=) -
. One important financial management tool that the new entrepreneur CoT
o should know about is the break-even chart.: This chart attempts to pinpoint




‘ the exact figure at which the business 1s breaking even. ‘(A sample break-:
~even chart is included in Unit 2).- Everything above: the braak-even- figureg

is profit, and anything below: that figure is 1los . Note that fixed and
ﬁvariable costs are allocated separately and summe. to obtain total costs.
- The total costs are' matched against total sale¥ revenues for the same per-
. iod To obtain the break-even point in dollars, use this formula.

ii" - o i - Total Fixed Costs Co N
e - Break-Even =

0 i (Units) . Unit SellinguBrice__—Variable—Costs~Per—Unit
:. L e N N | .
NOTE: Break—Even Dollars ='Break?-'Even Units X Selling-Price
Costs that are not- clearly either fixed or variable should be assigned ar-
" .bitrarily to one category or the other. Reducing fixed costs by a dollar -
has considerably more impact -on the breakseven point —- lowering it more ——

" than reducing variable costs by a’ dollar-2

~
o

The break-even chart usually is - used at the end of an accounting period
to determine. the point at which a given firm will begin to earn a profit. .
. The . chart also can be used at any time to determine the effect on profits
that any increase .or decrease of sales might have. S ’
The SBA's nnnagement aid pamphlet on the break-even ana}ysis (Small
Marketérs Alds No. 166) outlines some basic uses for the_tool' o

- s e

e e oy o ‘ o
‘1. 'The break-eVen analysis is a cheap screening device.
Discounted cash flow- téchniques require large*amounts
of expensive—to-get .data. - Break-even. can tell you
- whether or not it is worthwhile to d"o mo,re intensive

» (and costly) analysis."§- o . L
) 2. The break-even analysis provides a handle for designing
g N i product specifications..  Each' design has implications
o o .’ for cosE. .Costs affect- price and - marketing feasibil—

Coy ity Break-even permits Comparison -of possible des,'ns'

' A before the specifications are frozen.jr SR ;-_ ;

Lo _-d_.-

T 3w The break—even analysis ‘serves as .a substitute for es—".'
' ‘,l" timating an .unknown factor. in making project decisions.5 .
Cas e o Ine deciding whether or not to go.-ahead:.on the project,” s
‘ i.. there - are always variables to -be. considered for exam-.

;'ple, demand . costs, price, and miscellaneous factors. _

When most _expenses -can be’ determined, pnly two: missing :

'ariables remain, profit (or cash—flow) and demand

e
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' —Demand ‘is usual"
“that profit mus"
--:point), you can

,,,, Several forms

- ' profit?bilj,ty,

i "' N g A s o
B e "
& F e o Current ratio.

L&

’il%f

e e o Proprietorship rat
.',,‘? B ‘ F'\ - ".&”". ' T we t

i S oNet profit—net s

e i Y . o

shy "

'Phe cunrent ratio'_ i's' ,yourv
:bil;l,ti"es, sand :shoulds.be equal- £d
(-rihose:-“that ‘you’ coyld. 'convertlzto'

\

legst” s

3t :the y 5u3 'f.’current assets
s‘h lwhether:t [ 03

£ sTowly) should be
lue - of assets that

! Ga (CaBR A . .
i &Jur cu::_rent liaibilities., ngdad1” ‘expen : say ._.his’ ratibm‘should be at
T *i--'The pfopriet orshih’ rﬁ‘ti’o vi%,,,the vaiue/"ofr ygur personal investment

o, 1o your. business vdi\Eld_ed_;b he gotal ‘al t:' £ r business° ideally it

0fit to net. sales is ,,your
(net sales include money col-

<

mmon business terms such
urn is shown in the brief

t..nee :a computer. If you can, obtain all the information you
need easily,wi hout ‘ax computev, yoti‘7 may “be better 'off. -:HoWever, if you .
lneed to use data’, several ways, process data. extensively, or _make l’long f’ile" .
searches, you might wWant’ a “computer ‘to. speed up’ these processes. If -you -.*
‘need. a. computer, investigate various : ‘options. -in addition to - buying one. - .

- Computer ‘service r‘bureaus -are a possibility. They sell completed programs
‘and - computer time.. Obtaining a ‘tailored: program fjom a. service bureau,

however,‘ can prove costly and difficult. SR - e

. o . L a v

.’..."»‘. o . a .,).'

- . S S '




R ..J"_. B . st el g . r,'_.
_ Time-share terminals too, are &vailable from companies that sell efot- ;7
.ing programs. and computer time. - With ‘the time-share system you can do your *
- .own programming -and_make entries on a terminal that can either.be leased or ..
: bought. Thereafter, you pay only for,access to the computer., Time-sharing'fr.
may ‘be‘a good solution for you if your: business involves repetitive: calcula-ir
.- tioms. If ,your, calculations do. not quire the power of-a large—scale com—
_j"puter, however, you might find- that a microcomputer or a calculator that can,";
.’;be programmed will meet your needs . S f

1. Adapted from H ‘N.. Broom and Justin G. Longenecker, Small Business*
Management Cincinnati, Ohio"_ South-Western Publishing, 1979, and . from.
' Nicholas €. Siropolis, Small Bubiness Mahagement: A Guide to Entrepreneur-_ .
' ship,,Boston. 'Houghton Mifflin, 1977._p;ﬁ~‘ o P S
¥, 3 SRR

ﬂSense, Volume 2, .
: -3 In addition to the nmnagément aid quoted here in the text, the‘_:;
agency also has published four other booklets: related to this unit's topic . -
A that might be helpful to- the small business entrepreneur. See. ' Accounting
DA Servicesvfor Small ~Service Firms," SMA/126 ""Simple Breakeven Analysis -for
’ S\all Stores,” SMA/166 ’"Analyze Your- Records .to Reduce Cost " SMA/130' and
’cklist for Profit Watching," SMA/165.5.- ._.; o . ST

o mber 1 197§..

prard gn Stern, Running Your: ‘Oun. Business, New York. Ward';-;-:




The following are definitions
position of a hpsiness.,?u

of key ratios used to evaluate-tﬁevfinanoggl"

“ Rate of Return = .
S e R
o Inventory Turmover =
¥
By
B -
= ' “\ - -

ERIC
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RES
.,A

. .7 Net Profit Margin =

‘;é§t Net Profit: - e -

"Cufrent Assets _lf.'bl‘ PR
~Current Liability - .~ = :‘\:
A o . v

.*-* Current Assets ‘- Inventory -

"Current,Liaoility“- S S
aq.»v, AR , o

Long-Term Liability
Total Assets

-

Gross Profit - . . . .. -
,Salest4,fﬁ'.uaf_ LR

'Net Pro it* . ) L
Sales o ' K

‘Net Worth

" Cost of Goods Sold
‘Averageilnventory -




SUPPLEHEHTAL INFORHATION
o
Business Records
"_.; 3

e e

)

rthy thatﬁis, what is the'value of my owner- |

nesé? . <§

these fundamen-,”

ctions" as they:
kee ‘ping this informaiton in an orderly fashion and in sufficient

, , e right ‘merchandise in. stock to give them what they want’ Am I
prepared‘ .urender the services they ‘demand most?. How many of. my customers
-are’ slow”i"paying their btlls’ ; R , S

e i

Whatikinds of records and how many. you need depeng upon your particular
operation, For ‘example, a carrier selling newspapers part-time ‘each day
does not need inventory records. Carriers buy and sell their entire stock

ERIC

Aruitoxt provided by Eic:



:each dayy;"But a. shoe store Gr o operator will soon find that :

heor ‘she. cannot keep the needed - inventory riformation by memory alone. \
'j Below is ‘a 1list of: records,_groupedFaccording to their- use. None will ‘be
eeded by all. businesses. You'may need only a few-of them. As 4 matter of
ct, .you:: should not umintain ‘a récord . without.. answering the- questions.
(1) How will'this ‘record be used?, (2) How important 'is ‘the: information‘ -
"likely to- bel;: dnd (3) 'Is the information available elsewhere in an equallyo'
jaccessible form? Hereiis a’ check 1list: which’ may, ‘call your attention to
isome records you could use to- greatvadvantage.'- ﬁ'_~f'. ) afa_

fCasthecords.iff'

These records show what is happening to cash.:

" L}

) Daily Cash Reconciliation : _ .

“" o Cash:Beceipts Journall) = , . . o PR

- . o Cash Disbursements Journal .= -~ = . . -~ .
Q\_ o Bank Reconciliation . M

- ‘o Model Stock Plan
ok t-of‘%gock Plan '~
en“tor~Buy: Recor"ﬁk
' ‘ase'* Orde’r File

S ier File o
Lo Re@utn " Goods . File .
o Price hange Book i

"o Account PayableiLedger

"fSales Record

f:-'These records revéal-facts‘toydetermine*sales trends.

1 "o Record of Individual Sales Transactidns

. o Summary of Daily Sales

: o Sales Plan : _
s .~ O Sales Promotion Plan e T r_;" )
'Credith -

- These records keep!
ing on time. ‘ R B
.o . «".\,‘.A . "\, v .

o Charge Account Applications - T e
o, Accounts Receivable Ledger R
l, o Accounts Receivable Aging List R A




N i - P - RN S

" Emplbyees,ﬁﬁﬂ

‘These recérds mainta:L information legally required and aré%help- '
ful in the efficient management of | personnel.;;.iﬂ T e
”;Jo Record of Employee Earnings and Amounts Withheld R
o Employee Withholding Exemption Certificate (Form W¥4) CER 2

" o Record of Hours Worked R . S
-0 Record of Expense Allowances‘f* 'fiyu ' 1 T T
. <. o'Employment Applications’ : T
- ~7'« . o®Record of Changes in'Rate of" Pay Ly
- ©1" . o Retord of Reasons for. Termination of Employment ' >

.0 Record of Employee Beneffta
o Job Descriptions:. = .
.o, Crucial Inciden;s Record

' gtprixtures and Property

, - : - .‘i;f”'
L These recor ) keep facts neede A
L ,% d for insurance coverage and;
SO _ o Equipment Record SO
-0 Insqrance Register j.:

¥

ﬁgookkeeping

‘For efficietw. e e ) e
stock if -line’ wf’h‘sa es; ) trends, and fér. tax purposes.. Furth r=,
“more, you should. ‘use ‘records to plan. - With a Well thought-o t- busifess =
‘planjas’ a guide, &ou strengthen your. chances for success. - A reco d to’show =
the %tatistics of your bugi plan. is ‘the budget.A Working up a budget”
helps you‘to determine juf, _ch increase in. profit 1s; reﬁsonably with—-
“in reach The budget wd~ rasuch questions as'  What siles will be

_needed to achieve ‘my desiregy ie? -What fixed expenses will be necessary 1
t? support these sales’ Whatv§ariable expenses ill be indééfed? IR &Nb

A budget enables you to set ‘a oal and determine what to do in order to |
reach it. Of coursé? your . budget’’ 'should be compared periodically with, °

-2 actual operations. With effective records you.can do this, .Then,. where' -

: w‘discrepancies show .up corrective\action may be taken beforé: ‘it £s too late.

S “The right, decision for the- right corrective action willdepend upon your
... knowledge of. managemnt techniques JAn: buying,,pricing, selling,\selecting

l:; and- training é;rsonnél and handling other management problems. : L.




‘//f\;. e

e ﬂ,"v' : Dollars:' '_:"ﬂ’l o FRIRE ilf-Pér¢éﬁt;

Net Sales .. e el o
.. Cost of goods sold S S e
' Gross’ Profit on sales oo 8
‘Expenses : ' '

SN

“j\\ . [ R . ' T R IR " o B - ’ '. . Lo
‘Wagesﬁ B ST .
" Delivery. expense . . - . R .
Bad debts allowance - = . '~ - . e
Cgmmunications-* R g7 e o - '

Depreciation allowance
- . Insurance - Lo
¥ Taxes: - ° N
Advertising

" JAnterest o
’Other chargesq : S
Totél eﬂpensesfvf,uxﬂ

Net profit
Other incoue
Total Net Income '

4 . Source: Ratio Analysis for. Smal Business, U.S. Small Business AdminiseN g
Wtration Small Business Management Series Number 20. L ' '

». o L3
:
7 i’
” .
. -
. etel
. : . <
' -
.
. ] . . . B
- »
A E

ERIC
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‘T

mwmmnnlmwmnmnff_f R
;"‘;"':t‘ Profit & Loss Statement

; 'Pe_éeixiber ._3;;',‘ 19_;__'/;;_'-. B |

’

-.*l" N ';_;, Dollars ' Percent

Net- sales R - $ 68,116 *7'.~~j'." o S 100 0 i'ww
Cost of goods sold TR .-7‘ 472696 T 70,0 o
.+ --Gross Profit .on sales $ 20‘420 EEA v LT 3w3b.0‘.

Cwages L g
- Pelivery" expense : Ca
- “Bad .debts ‘allowance

' Communications ' - : _

" -Depreciation allowance ¢

”Insurance',: e N

Taxegs % oY -

3'Advertising 3
rInterest. | _'iﬁg

- 7 Other" charges ' ‘
_'7, Total expenses E

—
. - ’

'
*
C o«

HONMEMOOQOQOOFO )
HOLwLVOWa RN

8 13,282 -

e
C D
.
(%]

Net. profit §: 7,138 % 0 u e 10,
Other income . T L oo, 886 Y T
Tot;al Net Income o - ‘ : Ca $ 8,024 o O » : -

. _’A\"’-':’ L [

) ”’*saurce. Ratio Analysis for Small Business, U S Small Business Adminis-'
tration, Small Business Management Series Number 20. RN ' L o ot

o
3
\




RN ‘_ SUPPLEHBNIAL INTDRHAIION R
12/31 19 8

N T T Balance Sheet as of

: ié* 7!02{)9ABC_C0mpanyfi

' Cash 3 : - Notes payable, bank .- = §
Accounts receivable o ) . -~ . Accounts payable : SR
Inventory Ll e E /“ Accruals ", I

‘Total current ‘assets $ ' Total current liabilities s

Equipment and fixtures :
i Prepaid expenses o * .Net worth. ,
'~ - 'Total assets - . . § Total 1iabilities dnd
~‘v'l_" e T net worth -

Total liabilities'“ s i’

’vﬂ Pt ’
_ SR e

o ::1-.'
Cash% ' :

*$. 1'8§6v .-Notes payable; bank-

ACQQ%?LS reéeivable

Inve
Totalwcurre

ssets

--Prepaid. expenses

10 1741'

_ Equipment and fixtures ‘7-

1 456“.3l3Accounts payablea

6,822 .

1,168
1,278

. Accruals A
’ Total current liabilitiés

Total liabilities '

. Net worth .

“Total liabilities and

12,620 P

Total assets. 8

A
Ratio Analysis for Small Business, ¥.s. “Stmall- Bus‘

. }ioq, Small Business Management Series Number 20.'w{.“~”.v

Source:.




CLASS ACTIVIIY

Case Problem _.dr d‘°h-' ; i . -

R

N . . . . B - L ’

t._ The fdllowing data were taken from the figzncial statements of the Coit
Corporation for. the calendar year 1981, i . S

» ‘1. Figure the ratibs for Coit.n : . c : S

S e - .2. What possible management problems are indicated? E _ T

LAY

Coit COrporation Balance Sheet - December 31, 1981 I S
Gash .- § 55,000  Accounts payable - | “7§. 40,000
. Receivables . 70,000 " Notes payable - - . . - 55,000~
' ' 200,000 ... ~-Other current liability - 25,000
$ 325 OOO . Total current liability $. 120,000

-
. v,

AR . »,_ __.”nE} IR - ]
Net fixed as§éts;$$?1so,ooo-_1' . Long=term debt - .. .$ 55,000
S . #" Net worth i '

_3QQ_ngf¢L,if

Bt . - . . L . ST e
S . : . Cm B . . ¥

e T Pty and psmer's
0.7 Total assets !$f475,009;~ = equity '

a

B

COIt COrp?ra;'on Incgme Stat

)

L TN

505, 000,

185,000 7 s185;000 ,

_ Selling expenses
‘”thther expenses

e

'Less interest R
Net profit bgfore ;

‘m\.. . )




‘Each semester,uxL ; ek “-is. broken up

- into teams.,’ eamvis assigned a local business.’ Its job is

to go~ into ‘the busiﬂess and study the” firm s operations as well as ‘" -

" any problems it mi’ght be having. The students work with the '
L owner—manager, ask discerning questions, and ‘try to help solve’the

firm 's problems. o o . , .

One of Dick's teags have been working with a small manufacturing~
firm. The manufacturer has’ consistently had a cash flow. problem.
It seems that the business 18 always -running out of cash. excep
‘during its big months of February through May. However,‘Ehe stu-f'
: -dents had- been unable.to get a reply from the owner in resp fise to"
e .their questions about his cash’” budget. Apparently he does not

e - have omne. .. st T e
il SR e - R 2 TR Ty
o Based on’ the accounting records that the team was able xo find,
». theé owner's inflows and outflows of: cash for the first fiscal year ,
' ;are as . follows. : . 4 N e = .
CgEse 007 Momth .. o Inflows
C =-;Jmmuy oy $8(m0;»
e . Jffebruary ' 15, 000--:~ . PR
e ‘March - - . b 20, OOO“' 25 et :
ISR e ﬂApril e 22 OOOA A , S e .
' o * “May Lo 25,000" ' S 13,000 i e s P Ak gen
June .7 7 015,000, ' 12,000 S
July - S 10,000 - -~ - 11,000 . o
August :© 11,000 - ~ 11,000 S
" September:. . 9,000 - -~ -, 10,000 " .- .
October - 8,000 . 10,000 - . P
...« . .. PNovember- = 5,000 . . - . 9,000 o
e . December . 7,000 10,000
) Cot ' 9~ A S ' B T o
q—
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[

Draw tﬁi a”cash"budget for the owner using'the data ‘in’ this

case and allowing for a mifimum $5,000 cash bal.nce at all

- times. . Based on. your data, does ‘the - owner neéd. to consider
, borrowing money from thé bank? C

Drawing on.. the cash budget you constructed in answer to- the‘b

previous question, what recommendations would you make to the"

owner? Be explicit in ‘your. answer. =

.

" What is net inflow (or outflow) of cash on a monthly basis forjvif'
.this firm? What is the cumulauive et cash balance, assuming
‘that the owner started the year with $1,000 in cash? R

e VIDE



. , .
| cnass Acrrvxr! R :

Caae Problem —_— A Need fo: a’ Cushibd%- Alswnn
‘1. The het: inflow or outflow of cash ona’ monthly basis for this finm, and~':;ﬂf
. ;the cumulative cash balance are the following. o / AN . '”5'ﬁf

 Het Inflom‘ref'ﬁcnthf " Cumslative Baiasce
” ' B (etarting vith $l 000)

—»s 2 ooog__
' : g 4,000
L .. 8,000 .
e . 9,500 ¢ .
- : o 12 ooo '
a3 ooo
- :1 000 .
0 - o
- 1,000 .,
_ -.2,000 Sl
- L= "4 ,000
- .= 3,000
A ’ r o NN )

2. After the students: dnaw up thé cash b&ﬂget allowing for a minimum of Co
$5,000 cash balance at all times, they are going.to find that’ the ‘eom= " )
pany needs to borrow $6,000 for -the month of January, but cdn pay offfﬁ,
~the entire- loan by March. A

Arawing on this cash budget, the owner. needs to obtain a. small loamjfw':.
from the bank rightﬂnow._ e 2 I P

v

. i R
.
g o
N >
» ..
. iy .
2 i - ’
H L ~ 4
. E .
N
) : - N
[y Sk : . i Soee - S
. )‘T—-\ . "

Co Lo Toar ) ) I
¥ Source: ﬁﬁ?’uodgett and P.: Keel Préparing ‘a iCash Budget Case.
- Study, " Topics "in’ Small Business Man_gement, (Kendall—Hunt/Publishing ,

Company), 1980. N A . :

e
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SUPPLEMENTIL INFORMATIOH o

"”{‘s" The Hicrocompafer nqd;'Our Smnll Business lﬂ e

~iﬂl Microcomputers have b en availsble to persons in sma11 business for’ ap- .

e

EAN i purposes- -

-

4.,‘_.‘

pnbximately five ' years. - Most microcomputer systems. with" capabilities “£o’
erVe small . businesses have at least for ‘or . five standard programs. T e -
programs, commonly known as software," include.g,;ud T TN

oo . N . . ,..-rl"

o

._iQ.~ Storege of facts and/or figures in a data ‘base with . ,
o o methods ‘for sorting and searching the data base. N
e ‘f’ N . . . SN
ce A B
w3 Bookkeeping packages “with’ capabilities for payroll B
o general ledger, accounts:. receivable, and accounts . ‘7. .
..mﬂﬂﬂ&_' ' ¢od o . R S N

- o g ;‘_": s

" _4. Business mmiling lists, such aé a program for doing_ v
' .a market search or for- keeping a list of regular or .,
potential customers. v-® e \

"~ 5. The cspability to compute W—Z Forms for'income tax‘

' . . . . v AR

Using a micrOcomputervca help you wiﬁh your own business, but it alsoﬂ
can- provide se@@ices to others.3 ‘For example, if you ‘have ‘a bookkeeping

“.package, you can msrket the bookkeeping service to other business owners.--¢v

. The- following example showa how a uﬂcrocomputer can be ‘a time-saving{

‘ device in ‘a small business.’ A payroll clerk took all. week. to do the/ pay-

roll. "by hand" for X.Company's 150 employees.’ Using a. microcomputer; that
same. clerk completed the payroll in - approximately four ~hours . Since pay-

roll generates nor income yet is’a necessity in a business with one.‘or more
'employees” a computer can be a good ‘way. to. make the job easy and much less’

time consuming

¥

As in everything else you do when starting a. Small business, you shoul

", investigate thoroughly your: .need for ‘a computer. before. deciding to buy ‘one.

When looking for a comput

~and deciding what you want the computef to do
for you, think about t S : o

following questions. N

¥

’..,
@

I el e RN

| o' How do I ant'to'useaamcomputer in my”business:fffﬁy»ﬂ; o
| i ~rg1'o —-tht data must.I get from the'computer to.run:my.
' ' business and save time. and money’ 1,-" S
A o . e T -yt' -
-f;‘.'sﬂx7-7 -fWhatlform shoulﬁ/data be in to use it effectively? U ”ifﬂ




A “ﬁfﬂﬂg

S T R .'HL§\=,,——How much storage ca7scity do I needé ' ‘
[ R _-—What is it going to take to input my data? :

. EE . . . RS /, .

R RN .:.othat are the required and preferred features of the

: ‘ L computer to get the reshlts I need? B _ » \
. . . . ’ '/' v ’ ‘ B s
iﬁm" S 0 How much money do I want to spend for a. system? '

;;Oiwhat software package(s) should I inYest:>in for my °
= S ysmall business? s ' 5 f o
gyf o_What type of‘microcomputer do L. want to buy, lease, ?ﬁ?j‘ . ;
" ‘use to provide the services I need? : ' ' '

L v . - ' . , X . N ' i i - . o co .
. . / . o - . “

-

Trade journals, periodicals, and the: yellow pages can supply you withj
the names’ of microcomputer firms. Contact several firms. . Make an appoint~
7. ment to have a demonstration and get the information you need first-hand.
N Describe ‘to - the sale person the "business you plan to -start. Do not make’
cr any decisions until you. have had ‘all: questions answered 'to your satisfac~
- tion. Generally, you wild get enough information to help you decide if you
should invest. in a/microcomputer. If there is a convention having a com
‘putgr. show nearby; «ake some time to view the’ exhibits and to talk with
sales repﬁesentat ves., : _ : o _ - S .

/ S o .

1

SRR
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The purpose of | 'this unit is to present'

& your small business.successfully..
: At the end of-this unit, you will’ un-ni
. v B derstand the planning skills, decision
) W . making skills, .and‘ human relations .
: g : : ‘skills ‘necessary to be an effective
manager in small business- , S

the. management skills needed to operate.g-



Managing PeOple, time, and resources effecniwely will be anfimporgeﬁt
part of your work;as a small business owner.fjﬂia,. L RO P L R
. .v» . - | . . .>;§ S . P Lo - . . . . . .

~

» -

!anaging People j.r‘.n“ Yffhfj?a~';fb;, “:.:. {:V'F:K'dfiy? g,;;xfa ;_‘hfjflik

) e
o ¥

y N
o Let 8. look at the human relations part of managément first.

' visors: is’ essentiaI to. harmony in . any organization, regardless of size.
‘Human . relations means treating the  other' person with réspect and dignity.
~If.you-are overbearing, ‘the. chances are that few people will extend them=,

selves to -help’ you develop your: business and fewer still will want to work, .

for you ‘any length of time.
E3

If _you- have a partner,
ThusJ each. of you will be able:to handle segments of  the business; using
your strengths to their maximumleffectiveness.
‘tive: management‘" ‘both: partners should know how to. run the business well,
with .each functioning in’ that part of the . business in~which he’ or ‘she’ has
expertise ) : e .

p : e o TR [P R .

Before you . hire anyone, you -and your partners or co-owners should as4

B } ‘Estabiish=
ing . ‘good working -relationships. with: partners, employees, suppliers, and ad-ff

his or her . skil 8 should ,complement yours.:'“

(In the interest of "effec-

' gess your pers
the applicants
N organization.'

-..As_a small
time orienting
and are highly

when they are'i

‘the worker ‘as
" to. more recent|
employees, but
workers involv
task at hand a
portunities fo

Your manag

~i their own: work

“to communicate
of the most 1

pleased employees attract business,

Tnnel needs.-

“A._ . . . ‘v -

and- untivating employees.

allow them spontaneity in creating their. jobs.- Motivating

growth as well as financial incentives.

ment style should allow your employees the freedom to ‘do.
lands should give them the “opportunity: to make suggestions and
Employees are’ one -
courteous,
keep . customers. satisfied enough to

their: feelings about their work to you. -
portant resources:of ‘a . business.w Productive,

/return, and spread word of your business to- others.'

a

Concrete ‘terms

" can both: satisiy your: employees and . save' time and money

you_hire’older

‘A good worker ‘wants - to be recognized as such = quh verbally and in‘,
there are ways that you-- -
‘For example, 1f -~

like good .pay- and- benefits.- - Yet,

people, many of whom are Eetired your sown * health insurance

You should be able to communicate clearly to
the rolesayou have in mind and how they will fit into the-

. N L '.‘. . KON . /‘ : TN
business owner, you must. make a conscioﬁs effort to. spend;~
‘When - employees: have good morale .
motivated,. they ‘do::not have to- be " supervised ‘as closely as
putting in. time for a’pa checka'aThe traditional view" of‘l
drone who ‘must,’ continualIy be" primed to préduce is contrary,
management styles ‘that not. only. assign responsibilities to

s/creatihg in. them an: interest in: ‘and an eéxcitement for the:
d _offering such rewards as a sense of accomplishment and op=": -

v

A



:-'Vplgn'Ahd;thoge of[thr,emQIOYeésjcan}pin_many gnstances;’bé'strgéturgd~withf
- Medfcare ‘as a base;:vThisﬁyéduCes‘thé“cpst Qé,health7care;tofthe3bd§;ness._
You 'also may receive tax credits for hiring older workers. =~ = - RN

i Y .
R S “ 2o e T T o o B
: RN . N . . . )

S Ly o Coewn _ N e Ly

,

LA

' Time 18 a first‘ﬁdpsidéfatiﬁn_wﬁen:managing your business. Maximizing ..
 the use of yoﬂf'time'andfjbdr'emploYees’ time 1is an important way to keep"
. “on . top of your business. Effective use of timewalso[pfovide8~qpportunities ,
for deiand your workers to.do the,thin383tﬁat~eacH\bf"you'doés-best. _N1ﬁe\
.valuaql'-stépsvto’good:ti@e_hanagﬁment follow:. .~ .~ .7 .. - S

o v:\ﬁ}5 lﬁi.Set;goaisvéﬁa objéétiveé. if 1 ;f' S S .

-  v'>. 2. ﬁistfthe;tagksf(jobs) tO'be'Rerforméd}
3. Rénk tasks'iﬂ*brdeftof imP?nféncee**Défefmihé prior-"

o~ ities. Set a time “price tag” .on each. A

.ﬁé.L‘Diyide taﬁkg;iptq_groups based on: LT

A

. a.,7§taff skiilé:(éqmpetehcies‘ﬁéméﬁétfated)'_“-. A

‘b. _ébiliﬁj df‘entréptgﬁeq togcopﬁrol amount -
- of time and- cost required to perform tasks. S

R . - Delegate tasks to‘staff_meﬁbe;s}bééed;on priorities o
‘.. . . and/or plan which' tasks must be - contracted out to

L .. other firms or individuals.- Do not switch .persons . o
and tasks in “midstream.” Assign.tasks in.a meeting . | [
so. the“staff can get tHe total picture of what;has e

',to-be4aCCOmplished_and'ih’what time frames. ' S R -

o

'_-w,a . 6¢"'Aék étaff forVSuggéstioﬁE %h,time:savipg methods.for'jlg' ﬁ}f
e s . doing a task. LI o
7. iList_options fof"timéaébnseryation,‘é.g;;:quhhégei  {ﬁ”::w
.- . of computeiizgd 1nyentory=CQQtp91‘system'vs. person— =
'.fn91“timqft9“db manual"couhts.of.Stdék.‘Hi“*v'f o *f?zi
IR TP S
. 8. Build in feedback and other ‘reward systems for work. -
*. . - .. accomplished ahead of time, work done to meet a‘spe~. °
R cific time: schedule, etc. - o :

]

9. DeVeibpfa fegularfs¢hedule fof'bia'éing and'updating
"~ the time;managemepttsghedule- Lf;'stéff_iﬁ on the '
v adsegsmentiwhen,cbanges,aie;made./f - T

A ol : L e B IR T FR AT o




\ : L ol TRy '_‘ FE S ST -.:.. e

o ‘One uay “to SA}VG problems and arso manage time is managementfby excep;"hi'
-;'tion-y This requires that you'daj

A

';fk:' & 1- entify the tasks of the firm.v; ;li*fhﬂ?di; ;~?'_lznff [@ °Epi:

:.f2§ Assign th%y to yourself and your employees.~--l’]ﬁj»~:h“‘ .
K " ) . t ' B '\ ’ 7,» N A- .17":‘..!..
f;3.' Establish ah“agreement between you and your employees P
‘ fj,f about how tﬂe tasks are expected to be performed :

LT p U ‘,, R T < o

{
i

,j This method he&ps employees to\be aware of what should be done}hhen unan—"r
‘ticipated situations arise in’ the day-to-day functioning ‘of ‘the business.f;.f
" An employee only has to seek. you out’ when - some unanticipated situation or ..
problem occurs. This" way,‘real\problems get. the manager 's attention, and
everyone'é time is maximized to his or. her benefit and to the benefit of

L the firm.\ - : »

. P TR R e
. VRS v “ L . . o

) Steps for problem solving‘% en managing a small business are.?iff‘

.o~ >

. o - .{ R PRV - Lo
_ lﬁ'iRe ize and defihe the problem or problems to beq,?
Ceoo . solved. PR J = : -

S A'l;‘;2a-lDetermine the boundaries and limits ofithe problem.”' R

l, 50' T

'J&,u~f43.'“Determine the cause of the problem and the objec— ‘Ggfjf'}
Tfo‘57;;_ ,{ttives of - any possible solution. f‘»'“‘,:srffth.lvh 5’,“ ' '

S g

R Apél‘.Ask yourself ghich of these objectives are mustéf };f"lj o

LA T and which are 'wants. R T fh~t7--'_1‘ B

. . . KA R — : .' ‘.‘- s R o . ’ ’ _' '. e
B Ahen, and only then, develop and compare other al-!”m L ‘

- ernatives with the.stated solutions.;k,
g . s 'p : oo

‘,6., Choose ‘one of the a1ternative solution& and asgess -
S its potentially adverse consequences.; ~ﬁ.:, Ahsﬁ.*f,“

, o -"éﬁ% ' and aséess another solution if the choice you RS RN
| o made is too unpalatable 0T, cannot be controlled.

~ N t £ L AL . - SR P b

Decision Haking _1{,5 Co e e e o SRR

. o A PR SI SRR : e O
In managing ‘your business, you should have -a systematic approach to de-ii :

cision making.,>Consisten£1y good decision making is .based on’ the best in—:-f

formatibn available, and getting that information\takes planning

R
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n-ﬁfOultine the'10 most:import;ht decisions you havei'

7_make in the next_12.h

The information flow that results'is really ;nGther= &pe of managementhf
’by exception. ‘By:this. process, ‘what is"out of - the ordinary will stand ‘out.

‘a;Your decisions, then, will: Be made- in light of your OWn standards and the','
;. most’ up-to-date information.,ul;.,,, , i o

v RS ~".':-~'..

_,':»ﬁTo be skillful in all these management techhiques requires practicing, r
T;testing, trying, and finally arrivin t-the best style for you to,manage,
fyour business- e B T J? o . s
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i;ﬂ 4‘1;T;Common Sense Volume I Number 12 1978 :2154f3213f1505f_n,-§

o 2; Common Sense, Volume 3 Number 5 1980 97;47 |
s 'y R
'h“3e Adapted from Common Sense, Volume 3 Number .9, 1980
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‘gQRecords where the time goes._‘}*,j7u e e _
.- Focuses vision on contribution. * . - '.,>g»,,i_.. ‘
', Makes strengths productive. ST el A
" Manifests ‘character: " foresight,,self-reliance, courage.g.;
..Makes effective decisions.v'%j‘54.k . L A A

. '_est progress. :
Ancmls

,Exhibits ‘high frustration tolerance. R
‘Encourages “full participatipn. - ',’-"’t.;‘
';Questions continually himself/herself. *&v BT
~Understands "laws ‘of competitive warfarep" = = -
v5,°‘“ i . A

- Accepts. victory with controlled. emoti’on!.

‘Defeat’ neVer shatters him/her. R -

:Sets goals realistically. T o ,,”ﬁ ] 4}‘

w

- d L FEE . e

Sy
P}

15 e

Willing ‘to take &ess than total acceptance to aahieve mod-<,{v

. - e . . \

Expresses: hostility tactfully.g”
- ‘l’

Understands necessity for limits and unfavorable decisions.,‘,v
Identifies self with: groups.’ s Sl T

':,..H ati'-,jvﬂ . J,') J,. D
Avoids‘ all or nothing at all" complex.-,v~ AR

Avoids acting: from expediency. K 5v. BEERIE PR SRR
Avoids an obsession to win. i .o T o0 N
Avoids the concept: “of black and white.1_~ EE R

Has, ‘a sense’ of proportion.‘ S T

Is~” impersonal (yet personable)

:Expects people to’ be.logical. S ;g*fﬂ'i'f T f:

. - - i
T —— 3 o - . i
T Tt S
S T . <
h | : “
PN o " ot
. ' . ¥
(] .

Following are’names of influencial management.theorists and what they be-:”
lieve makes an effective manager..' . - SRR - .

. Keeps informed.VL‘*;" IR S e
-Controls’ energy’ and time for particular' decisions, prob- o
. lems, and issues.'~

.Has a "sense’ of" timdng,ré is sensitive to organization 8" .
- power: structure -and- moves through the corrﬁdors of competi-. SR

~ tive: indifference.' R o
’Gives ‘direction to the organization with unwritten and Ln-*
_disclosed objectives and policies. -



LA

1. Preceives reality and is comfortable therein.' B R
- “Accepts self, others, and mature. T
Is spontaneous.., - .. S

- 1s problem—centered., . Tl e

5.. .18 detached and: srequires: privaéy.i3 T
- independent of . .culture; and environment.v ' e

_,‘), . Y

“'f'Trusts intuition.:’ R e :
"Has the flavor - for - the feelings of mankind (genuine desire to
o help ‘the human-race).. FIRREN : :
" 10. Has' deép' and. profound interpersonal re1ationships.~
‘11, Has a. Hemocratic character ‘structures i -

‘b”

» 12+ . Behaves as though'means and ends are clearly distinguishable.A:f'

%

13. Has an-unhostile. sense of.humor.
S 144 Is creative.h SR

. o .
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.t tiator ‘about . the. value of silence. ‘He orshe. will tell you: good’ listeners

co Some suggestions that have helped others beco e better listeners'“'

i I. Resist the temptation tb"”m‘dﬁbli‘zé' conversation

S Day after day, inside and outside of business, we miss important infor-'

..
b

JA zoologist was walking down a busy street with a. friend.v~ In the midst

. of the ‘honking horns. and screeching tires, he exclaimed to his friend

"Listen to. that cricket!" ”"»N,__r_ T W SR AT

’v,'-

: The friend 1ooked at the zoologist in astonishment and said "Youfheark;“
a. cricket in the middle of all this noise and confusion?"»ﬂff_ ?,ff"'”5: P

T e

Without a w°rd the zoologist reached into his pocket, took out a coin, ,;{

; and flipped it into the air._ As it clinked -on the sidewalk ‘a dozen heads -

turned in response._ Lt -,..,,\__,_,. v S r_,-{
\ o : .. \ : PR - ’ ,‘."" . . .__‘

"The zoologist said quietly to his friend 'We hear what We 1isten for‘";
\ . . .

mation because we-do not 1isten.with full ‘attention.  We also misunderstand’
and mié&nterpret messages and ideas’ because of our preconceptions, biases,
and wishes. Take ‘the: manager who dreaded to: see his secretary go away for
her. twosweek vacation.  When the : secretary told ‘the boss, ‘she would: be ‘tak-"
ing time\off 5 § 2 just did not sink -in.: Said the" secretary later, "I told
. my boss . three times. T ‘'was p1anning on taking my vacation in October. It
just didn t register.ﬁ; gjgt.- : : : ST R
Minor slip-ups in. communication can’ have major repercussions, as;, any o
Sensitive manager knows. Lack of 'communication between you . and others in' .

. your company cannot only foul up :job assignments and - raise the cost of. do-'
ing business, it also can cause hurt feelings and generally 10Wer morale.,v{,'

. v-\',’- . :

o Listening is, an art that requires Woﬂx self-discipline, and skill d

' The art of communication springs as much fr0m knowing when to listen as it E
~does from knowing how' to use words Well.5 AsK: any. good. sa1esperson or nego-.

generally make more sa1es and better dea1s than good talkers.lﬂ_

To sharpen 1istening skills, you need patience and practice.xnhere;.reﬂ

: . If you like to.dominate a situatiom or. feel you know;
s ~everything. there 1s to know about a subject), you are, i
./ probably a poor’listener.. Remain open to new ideas . . 1. -
. 'instead ‘of . impatiently waiting for ‘a".chance to" butt .
:*in with what you think 1is-the final word on the sub~ '
f,ject.; ‘Before you speak make ‘sure’ that :the. Speaker‘”
“'has had :a chance to make his ‘or her point. - Many
people  think- aloud. and. tend to grope towards their-{‘-_ :
. 'meaning Their initial. statements may be’ only a S
"rvague approximation of what they mean.,: i e Sy




" Avold judging thelspegker too soon. .

try not to becomeipreoccupied with a/speaker’s man= "

- “nerisms ,or’ delivery. - “Instead “of thinking, "What a
 monotone ‘this guy has,' ask ydursel ; "What's in the.

gAttentive listeners remai alert and maintain eye ,
" contact. - Simple gestureﬁ‘-— nodding, raising the’:*

~i;-examp1e, when a per
oof seven points,

L : L0 e

‘to my knowledge and/experience9"'

oodllisteners”3

message that I ‘should know?" or, ' hat “can this addf‘h

q

eyebrows, or leaning forward -—=-all can convey in-

‘terest.- - Occasional' :cOomments’ /such -as, ."L. se&,"
.. ~"That's. interesting,~ ‘of " "Tell me more about- that,"

- Af said with genuine
. toward reassuring the'

.nterest can go a long way
peaker- R BT |

Lo e
- .

Kl

:?Listen for ideas ‘as well as: facts., ‘When We 1isten,'"

we: tend to get bogged down: trying' to retain the

on. starts running. through a list

facts and- we often %uss the 1deas behind them. “For:

Meanwhile, point : two 18" being explained. - Now the

When this" happens, ‘the
confused,’ may get an- -

- he 1istener immediately ‘begins”
’“mulling over the first point, trying to remember it.

Don! t fake attention.g When we,decide that what avf;;*"
i.speaker has to. gdy 1s boring /or - useless, we fre-
o quently pretend to listen. It usually is quite-easy .

- for 'am attentive listener to recognize. that our "uh=

_huhs” are ‘réally. "ho~hums, * -
‘speaker is- likely to" become’.
noyed and the delivery wiiI/probany deteriorate.

1listener is. preoc upied with two facts and.{is. apt to

. “Be alert to nonverbal clues or’ "body language. Try

‘miss. the ‘third p int altogether. So it.goes through

point ‘seven: e facts: retained, ‘some - missed,-and

‘others confused. ~ Instead of . getting ‘lost in':a

string ‘of .disas oclated fragments, -make ° an ‘effort to

-:w}understand what/ the. facts add. up.to. by relating, them L
.. to each .other and seeing what key ideas bind them
'”togethér. ;;} .

‘3

;. . mot only to ligten to what is said, but-also to .un-
- .:.derstand::the attitudes: and mptiveg that lie behind .

‘always put

" the words.tZRemember, too, that” the speaker ‘does not
he entire ‘message. into words. For exam—'

~“p1e,‘there is sometimes considerable differénce be-

. tween ' the auditory .cues “and: the -behavioral cues

m!tted y the - speaker. ‘While* the‘verbal ‘message
mdy- conved - conviction" about a new. idea or ‘proposal,

b-[gestures, posture, facial expressions, ‘and tone of
' voice mg convey doubt and,lack of enthusiasm.

105
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S e Use'the“;peed:OT/z;ougﬁt;pfddhetivefig “Becauee:we -
T usually think three. or four time faster: than we
g ‘talk, we ofte get impatient with a speaker's slow

‘ SN time by silently . reviewing and summarizing the .
» . . . speaker's main points.. Then, when the speaker is
-~ .. finished, you can reéstate the points and ask if you
+. . 7 have understood the message. Questions such as, "Is. |
' 0~ .. this what you mean?", or "Do I understand you .cor- .
'+ ‘rectly?" are not only supportive becausé they show

-

. progress, and our minds ‘wander.  Try using the extraV_;

. your interest, " they also reduce the chance of misun—‘.f””

: derstanding Iater -Omne’

b

A Lt
t
t
i

"Source: Inc., October 1981.
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». UNIT 8: LEGAL ASPECTS
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;he purpose of this unit is9to K
familiarize" you with “the impor-

‘ftant legal aspects involved in 1

a ‘small. business. ﬁ}' :
- . Y- . ‘

Af’the end of'thisrnnit, you .

will understand the legal forms -
‘of ia business 'organization,;




e : [ SR B
T L S RN R ik : PR AN .
ER How should you organize your business legally’ We have already dis- ”

'~‘;:cussed the three: forms :of business " “the - ‘8ole: proprietorship, ‘the: partner-,}‘_ -

‘-ﬂnship, and -the corporation.. Some people ‘think’ that a - corporation ‘has’ to be. o
R high enterprise and -that: a sole porprietorship ‘must.. ‘be: a: small “‘one=". e
.. person. ‘businesgs. Theyrare wrong. “The size ‘of ‘the firm 1s not a. relevant;:

B kfactor. Each form has advantages‘and disadvantages relating to.l o e
o _",q,-_"““:: }7.. ‘ S L ‘.)_ L R ¢ : , a
~ 'Ao Personal liability i}"ﬁ"fff; - ,ﬂf
---- . . g A

Vf o Tax 1evel

.“'

5Ztioned above. ~

E o i

‘ill’Sole Proprietorship . ; 'Ls fi“'l”? 2

ﬁ:;'v- Most Americanibu _nesses are sole proprietorships *the ‘owner s fullybf_u.f
:'accountable to. himself or . herself.' If you choose_‘ sole proprietorship,ig_f o
" the. freedom to be your ‘own boss as” well -as- to+ avoi !possiblé complicated”f.“:'
~frelationships in"a partnership or corporation will‘be ‘important /to you. .
" You will be free to ‘open.for: business or go-out: of"business by simply open-;g'w»

. ing or closing the front’ door.} (For some businesse uch.as a restaurant D

L. ora liquor store,‘of course, state or local licenses r‘xrequired ) ‘é:;_¢>'

isadvantages, thefll
n-the: eyes of th"
‘ you Are - person

, These advantages, however, are offSet by some’
‘most serious of .which is:- the" extent of your. liabi:

g 5Ylaw you, as: sole proprietor, are your business._ The efo
- ally.liable to the extent’ of all your assets for. the or other’ liabil-;“
" ities. of the business. ~Also, a' sole proprietorship,lacks "business conti-
nuity the business dies" when ‘the proprietor dies., For this: reason,ca”,”

: lending agency udght -be reluctant to -give ‘loans to. a business whose 8ole:
" owner  is an- older person. - You are ‘your’ business s major asset; and bankersf
.. tend to reject “loan requests from a sole proprietor whom they consider ‘a.
high risk in .terms of repayment. Thus, the advantagesrand disadvantages of .~
sole proprietorship are.__¥~ b - ; -

5

iDisadvantages

7J.Advantages'

Freedom.c: '_;{gt - f;_ .:fl‘Unlimited personal liability.

: Low'legaljcostsfﬁti L u',Difficulty in raising capital. ;
(; T ’<Some difficulty in transfering ”fﬁS};’v.‘ﬂ
: e : : IR L A '_‘ T a R °
. -., o ' v v_-.‘.‘,‘:"_ ’ * . », » . 104 X ‘ o B
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;,part‘aérship T L e R L e -

o Less than IO percent of American businesses .are. partnerships. If you
' %choose a partnership, you -have the advantage of your partner' 8, taients and
Zfinancial ‘resources. Partnerships can provid& tax. shelters- ‘for . wealthy
“partners.. A partnership is- formed easily without extensive legal require—
"7wments, and it -is free- from many types ‘of government restrictions just as’.
the- sole proprietorship is. If: ‘you'are thinking about:a partnership, how--. '-Qy
a ever, it is in your best” interest ‘to hire a lawyer,'and it- 18 to. your: ad- .. .-/
J . vantdge’ to “make carefully written. agreements with your partner(s). to. reduce“f R
"~ the- possibility of 'serious: problems as . the: business develops. Many busi- /£ -
" nesses have failed or" partners have "split because there ‘were: no legal*/ -
o agreements made with. the help of ‘a’ lawyer._,= v A R

, A partnership could be an attractive choice for the older entreprenepr..
. If ‘you . choose(a partner or. partners who are younger, -you might: have” an.
.. easler time raisin the capital you. need ‘to’ finance _your- Venture.; Séch a.

'partnership .can, aég new - 1deas . 'and - skills to the business., Also, y6u are”

~ more likely ‘to have the opportunity to” take time off ‘from. the business for N
, recreation and leisure,_which is oftén difﬁicult for the sole proprietor.g, -

. o i

. In a partnership, you and your partner(s) will have the disadvantage ‘of
.Jun@imited liability.~ You . will be personally 1liable for: debts incurred in ..

- the . name. of . the. partnership by ‘any of .your- partners. Some ot er restric—.
A _tions are placed. onrpartners.‘ “For* example, -one partner: who,is leaving the .
flfpartnership ‘must ‘have comnsent’ of the other partner(s) before'selling ‘his or. ‘
" ’her ‘interest in . the partnership. Yet, from a: legal standpoint, it is easy _‘//
‘r’to end the partnership.;» O ~,v S __‘v-»{/v ;;v LT e

The advantages ‘and disadvantages of a’ partnership are.,_'

. . - e . TR ~\‘.\ E ,-!_ .

o fAdvantagesf '_"»* SRR Disadvantages
- ‘.Assets your partner brings‘ Unlimited ersonal liability. i
"+ . to the prospective busi- e T
. ness. e S ,sDifficulty in transferring o
o SR ownership. SR
jfLoLer legal start—up costs - ST R
ﬁ_than a corporation. '», . fﬁiLack of bu%iness'continuity. :
e =Simple to" end a partner— T T
- ship legally (with assis- SR A T LR Ty
tance of a lawyer) ' g AT e : o Lo
,/Possibly lOWer taxes., - / U : - el R,
N N ‘ -_/.v . .

. If you decide to - incorporate your business, you will be creating aA.
,.legal entity in the eyes of the law -- an artificial being with a life of

S S T AT 105‘




‘-L

¢11£§'8an.. Your person?l'
. advantage.‘~ Also,'fh

:ily transferred by sellingﬁ” -
‘'way: to’ raiSe more, capital.g .
a; corporate business form:

_tion because corporationsfpay income taxes on profits and shareholders pay

) Rersonal income taxes on.: dividends.; You might be - able to: avoid double - tax-

f ation ‘by forming a-Subchapter—S corporation.- This type of: corporation has
several legal restrictions involving :sources’ of sales reVenues, number of
stockholders,» and type of’ ~stockholders (only individuals or estates) o
Also, yours mist’ be an independent, domestic corporation. However, it isi
taxed as a partnership.-..'1-g» _u_,.,._,- e BREERE R .

\The advantages and disadvantages of a corporation are. =

. Advantages o Disadvantages_:pf,l~)3" ’ -
. _ ST S =
. Limited liability.vgs o ,q*[Considerable government BEN L
‘,’A;\l - o , e regulations. . » . L : S
R Easier to raise moneys v .. i : ﬂ'”””“jQ_WV ' L
AT '-1-‘f:15 ;_lMore legal assistance o -
T Easy transfer of R required.;,c* SR B
o ownership. UL T E S v : .
R ;f7~i Cl Taxes possibly higher than R
>/usiness continuity. g. ,,:-j:in other forms of business. j”f»~':T‘§;
Hiring a lawyer is often the best way to. keep on ‘top. of legal require—:_“
' ments and. can save you money:in- the. long Tun. - You: might “use’ an- attorneyii
. for the following ‘situations: .- organizing .a’ business, negotiating con= -
tracts, obtaining licenses, acquiring or: leasing property, borrowing money,i-"'
planning for taxes»,1itigating. and disposing of ‘the’ business. o .
When you are in the market for a: lawyer, get recommendations from other”ifﬁ
o small business people. They are. likely to know, attorneys ‘who . have interest -
‘and experience in small- businesses and-. who enjoy working with an: entrepre—7?"
“neur. . 'When you talk: with attorneys,vremember you ‘are the one who 18 doing:.ﬁ
’ the hiring.. It is important that your needs be met. ;.- o N




‘1;3, surrnxunnr&n InmonuAmlon =?51°5‘_jffi

cel

T When you' want to hire a. lawyeruor»accountant,~how-shou1d you 8o ab0ut};ﬁ:ﬁf-

:{i?it’ In each situation you want to - find someOne who will take an interestf”"

- yous money ‘in: the long run.- Professionals who have worked with small busi-jfﬂ”'

1n5ness ‘people previously are: sound CaﬂdidatESrLIASk other entrepreneurs for"”
=f'their recommendations- R T A R N : o AR

e c
v -

;}Selecting an Attorney L"ﬁip_ef7dﬂ*;if,f;%,}iTlf :3fﬂ“tffv>jfrh_;'f'ffﬁ E*ﬂ: o

. : The American Bar Association says,that the three key areas to consider,iu .
=~'when hiring an attorney are; competence, price, and accessbility- s

.-1\

= A lawyer should not". only have a. good reputatiqn in the ommunity, but_f,fﬁ‘“
o also should " be involved in the areas in which you : .are - likely to-be in-"
.volved.g As a small business owner, you might use a lawyer '8 assistance;;n'n

o osStarting ‘and closing the business.,{d R T
' ‘o Financing the business. - - LB e
‘o'Choosing the- most: appropriate form for your business
';‘.-- sole proprietorship, partnership, ‘or. corporation..‘» T Tt
L .. 0 Negotiating a- lease or ‘a mortgage and obtaining a .«
‘. : T title searCh- cE |g_- cab gt D e LR R ’:_x IR

';'o;Advising on tax’ law.\f}i '
“’-o”Preparing or’ reviewing contracts.
' The legal professional provides resources that can help you' choose af'
S lawyer. ‘The Martindale-Hubble Law Dictionary, found in most public ‘librar-
. ies, lists members, of - .the.bar 'in -the U.S. “and’ Canada-g It also- furnishes-]‘1

':*'background information ‘on. ‘each. member.g State ‘bar associations often maini[[,

' tain referral programs; : The: Yellow pages of: the telephone directorY,'under, SR
" -the listing "Attorneys," cites- legal referral services-7 Legal aid clinics - ‘
’ 'supply legal advice for a nominal charge or. ‘no, fee. l"i.u\:“ = S Sl

. Understand clearly from the start the charges you will | pay for legal’
'*counsel and’ what legal ‘moves will ‘be" taken.. If: there is: paperwork to sign,
. .know " what ‘you' are “signing.. Follow the same. precautionary ‘measures;as for
any ‘previous: legal - transactions inswhich you. have :been- involved.i Have the -
- ‘attorney determine how many" hours ‘may be entailed in working on your.. case.f.

- Find out 1if there will be any add-ons or-extra expenses placed on yourx-
.fjaccount, and obtain a: receipt if you pay a retainer..g : T

""" .. K S L

tha -

For more information, consult the following._,r el

'f%-? ”“._17}‘ ;]~,~r\-, -_;Jg--- R U R R

f;}.*ﬂi'f American Bar Association- The American L;wyer'F.How'to:-'
o . Choosevand Use One, 1978. Contact: . American Bar Asso-f~*

) “clation, 1800 M- Street, NW, Washingtom, D. C. 20036

‘5_51; f@yy.?fw-:?iw._m711“:?f[ }f"y,dhp‘zf“i




ﬂgfﬂﬁo A'diting.,

A person An: fsmall business must maintain precis 3
To ‘do "this" you' may 'hoose ‘to: hire’ eitQ:r anindividual or' a firm.

objective 1s| to mate he-needs of your\pusiness with the.resources'offered"k

by ‘the" accountant o’ the’ accounting organization.ig nportant attribut'
ta’loo,*

gfor}in an-. accounting firm is" whether,the;organization provides ‘ad
;;vice on‘solving financial problems :that' the:. firm slrepresentative4spot8

Certiffed public _ccOuntants;(CPAs);are:licensed'profe -
tants who' have ‘met. the. _statutory” requirements of the state’ -and have’ passed-j”
the uniform CPA exam.” : CPAs are . required ‘to keep infofmed of chaﬁges ‘in-the.

. accounting field through continuingneducation and to" upholdfa professionalf:h
code ofxethical practices' )

.‘“hi_ In addition Lo recommendations .and. personal contacts,
o of accounting practitioners and;firms serve - as: good resource
an acéountant. The yellow page”

n. obtainingfaf
‘also lists CPAs an@;accounting firm S

with the ac-ff“
;Determine_hoWﬁi’

Your should have ‘a clear understanding of andma +agreement
countant -on. ‘the" work ‘to’ be:. -done and the fee arrangements,“
much money you can expect t Ay :

'5American Institute of;Certified Public Accountants. SHow, Do i
“. . to_Choose and Use 'a’CPA. .Contact: - American’ Instituter“ﬂ”

- of :Certified: Public Accountants,'312ll Avenue of;fﬂheﬁnv*
"::Americaq\ New York _EF 10030.,¢“q\9,..u ; T

Lo




: ovide adequate coverage 'for_
your business.ﬂf~' g

ERI

Aruitoxt provided by Eic:



o Whichever legal form you choose for yodr business, having the right
e kinds of . insurance in. the right amounts will be important to- your peace of
mind._ The most important forms - of insurancehfor the small businesses'are.

ST R fp Property 1038 insurance (Physical damage, loss ?f:ﬁﬂt“.*
N gj.<ju: use: of property,fbr criminalfactivity) B Ry

It is important %o carry enough insurance toipro ect yourself and your'

fbusiness from major losses, at':the same time, ‘you - wabt to - -avoid. purchasing
too ‘much or unnecessary insurance. A reputable insurance agent .can_ help
you avoid either mistake.;;g%uf,;. : Tl : : Ll

c The Small Business Administration 8 Insurance Ch cklist for Small Busi—"
- ness (SMA/148), available frée from.ypur local SBA office,:offers sbme wise
,advice on organizing your insurance program. AT O T F IR

o What should you consider when deciding ‘on the/insurance you need for_ :
~*”your small’ business? The following discussion will help you with your de- L
cisions.;f-." o SON R _ ST '

&

Recognize the Risks

M_" 3

§zi~ The first step toward good protection is to recognize the risks youf'
face .and ‘make up your,.mind to ‘do: something about them. “Wishful thinking ‘or -
. an it-can' tJhappen-to-me attitude will ‘not lessen or remove the possib%}ity

‘that " a' uinous misfortune ~may - strike your business. LT SR e

\.
3

o Some businesses wil need coverages not" mentioned in the checklist, for -
-'example, to cover ‘the 1oss of costly’ professional tools or- business inter-‘ o
'ruption insurance resulfing from being unable to use the equipment. ' ‘




Stndy Inaurance Costa

fBefo e you purchase insurance, investigate the,methods by which you cawi;,

the™ .costs" f—yourwcoverageeu.Follow this che”klist'-‘ .
f “Decide what perils to,insure against ‘and ' how much f“_
E “loss you might suffer from each.;:;oglfk-j‘“ e o
2§JCover your largest loss exposure first.,-' R 'f;.f
- .fyChOOSe as’ high a’ deductible,as‘you can afford. 3ff}f;h“
L T Avoid duplication i i surance. ‘ R

' BjBuy in'as large a: unit as’ possible., Many of the’_ R
Cont package policies™ are| suitable for " the’ types of v
ﬂ:}ﬂsmall businesses ‘they lare" designed to serve, and*fv;'\h,_
':g:often they ‘are.-the: only: way a small business can{%ﬁvt.'
f{really get adequate protection.i g S :

'”LReview your “insuranc program periodically to:g‘,” :
f%f;make sure: that your: cqverage is-'adequate-and” yonr~ﬁ_f’“"
, ‘ffpremiums are ‘as’ low ‘as’ possible, but consistent “
‘uféwith sound protection.;xc:f : EORCET AR S

S -,To manage your insurance program for adequate coverage at o
possible cost,;you .will ‘need ‘a’ plan that supports’ the objective'ﬁof yourif;«
business. Below are suggestions for good risk and insurance management; e

A -
l;uﬂ Fte a. clear statement of what you expect insurance to ﬁf“
L for. your firm.v . coenlL . S

;2;};Select only oné agent to handle yOur insurance, having o

g 'more than one may spread and.. weaken responsibility. AN
Lo FINUIE S SRR SR
ngIf an employee or" partner is going to be responsible.; cle
. .for your. insurance program,- be sure’ he ‘or she’ under—"
7stands the responsibility. sm,s“yf‘:.‘,*-j,ﬁ';rf T

‘ﬁ K

LfDo eVerything possible to prevent losses and to keep S
"those that do occur as sma as possible.; e RN

' ::fffSQy;Do not withhold f om’ your insurance agent important in- . L
'lv.;QV;a‘”formation about your business and. 1ts exposure ‘to- loss.v
"“7";*§Treat your agent as a- professional helper..,~ : S




'“~r6u need ' 'to understand" -exactly how much you-will be paying for protection,

'._6;15Do not try to ‘save money by underinsuring or by notna;ﬂ\ _
_”covering perils that- ‘could . cause loss, even though you ' [ oo
_think the p obability» f*their occurring is very sma11.jﬁ‘.ﬁj

“273ﬁ§Keep complete records oﬁ your inBUrance policies, pre-:QLf}
“g:lﬁmiums paid losses, ‘and” loss recoveries.; “This: informa-{* g

g _a;_,;flgﬁtion will’ help you getfbetter coverage at lOWer costs;q1>¢7
L ';f‘":in the future. ; : R T R e

-QHave your property appraised-periodically byﬁindepen-;;fpf
S ”dent -apprais T8 This will. keep you informed +ds. to'-gef‘-w

";c:just ;what yo%r risks are,.and you will be .better able |, '
';Jffto prove what your. actual losses are'ifrany occur.:-eﬁ';' '

The cost and coverage of an. nsurance.program are pr,me considerations.é

‘savings, and dividends ‘you will receive.: You should be- clear about'. how.
. much_ money you will: get.back if you.gash in your policy andﬂthe amount that
your‘beneficiary will: receive in: case “of: your death.j Pp.. ar -
pare various: policies.< Take time ‘An, deciding :which' is - -best. /or your par-a
ticular needs.ﬁ The choice of an: appropriate insurance policy ought to be
part of an overall risk management program that wil ‘a . P

| -;o'In the case’ of 1ife. insurance;_can you' start a savingsr'fh..Kj.VV”
;account or, buy high interest qertificates to accompanyi,‘~ G
basic death protection? SRR

VV”Qéfiﬁ'thé'&ééé Bf 1ifé"néﬁréh&é;fis*rhgré,é.di§¢1d§ureffoxx;f
”'*lﬂon a timely or regular basis° T T R

“-Do you qualify for ‘a group ratherf'than individualilV
health insurance plan??:.; ST I : N



sle /

R T T o Jo . _ :
N : You -already :ma have some insurance coverage and be. familiar with both<nd
f_an agent and a co ny.; Perhaps your- agent knoWs of: ways to. diversify your

existing coverage ‘or- can. suggest/additional policies to meet your business-:f

“needs. ' If ‘the agency: offers only one ‘area of insurance, perhaps the agent_‘
"can: recommend ‘other : agencies to. providq;the particular coverage: you will .
require. . Again, other professional people, as well as. te}ephone directory,-
v.listings, can serve as resources for names of agents and companies.,-“.
. / Lo -0 j.’ N .
v Selecting the professional help ybu need ‘can prevent ‘you from getting'_
into difficult 'situations. and can, provide the assistance,you need to. pros—*f
: per in your small business venture.; : Lerye e LA : -
For more—information, consult the following.fif”“'

0

Insurance Information<Institute.;~ Risk Man_gement forlyh-~dzilf
~‘Buginess, 19817 Contact, ‘Insurance Information Insti- .
tute, 1025 Ver nt Avenue- NW Washington, -D. C. 20005.;_;ﬁ

Lo CIime Prevention igirﬁsf

In.agdition to being well insured against ‘some types of losses, youi“:

‘also’ can take steps. to.: reduce or. eliminate damage.- Crime prevention is:.a fA

,1good example of ‘this. Locks, burglar alarms,cand effective lighting cdn "

."deter a. burglar, ‘caution in opening and closing stores and in ansWeringgTQ

- ‘night. calls. for service: can -reduce’ your robbery ‘risks You can: discourage -
-retail theft: by,carefully screeningvemployees and by having clear policies";i
- om pricing,,refugds,'and how cash is handled. - et : ._,.'

. The free Small Business Administra'i‘ publications cited below willb
give you details on crime prevention. ‘ c

et .C._.:"_‘ ~.

8 ‘.1 o Preventing Burglary and Robbery Loss (SMA/134)

o PreventinLRetail Theft (SMA/119§

" o Preventing Embezzlement (SMA/lSl)
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- UNIT 10:°

‘_-;:TAXEV S T

 OBIECTIVE:

s jfThe purpose of this unit isxto famil-f‘”-,
»,iarize you ; with” federal state,_ and;

]:?local ‘tax obligations of your small -
3;business. n-:,y‘ B .,Q* S

3 e

__At the end of this unit, you will un-'
““derstand’ the major tax . obligations oﬁ

" your small business.. and be able “to :

-obtain assistance from, a’ CPA;: - govern=..

“ ment . agencies, ‘and others regarding
% your tax’ obligations when operating h 15"
5ni¢3smallwbusiness.anj‘”a L S




. over -five

CUNIT 10,

You wil have ‘two types of ‘tax o ligations as a\small business OWner°_

(1) paying several kinds of taxes that you ‘owe and (2) withholding taxes

that you co lect for the governmenEﬁ , L

K /.' G o :

1. As the tax &ebtor, you will have to pay federal in- :
"} come taxes and local state taxes, including real es-'

- tate  and :property . taxeSN Also, your business M= -

. ‘céense is one.form. of : taxg Depending on: your bugi-- -
,'».ness, you might have to ‘pay:a federal exclse tax on..
-,;the sale of a few products, liquor 'store owners, for .
example, pay a federal excise tax. If you have four -

" or more: employees, you will have to pay both federal -
and state unemployment-staxes on: your employees' ‘sal-
aries or wages. iAs an. employer, you. also will pay a

, portion of the’ .social security’ tax on your em-‘

' 'ployees' salaries or- wages.~ ~ - » :

24 'When required to withhold taxes, you will be acting >

. as ‘a tax ageﬂt., Most states and some local govern— o

- ments impose” ‘sales taxes that you will have to col- S
lect and pass on. to the- state or . localdgovernment. e

.. You also’ will: be required to. withhold employees' in-
come . ‘taxes based on their exemptions and. ' .social -
security taxes band on-a clearly defined percentage’
of their salaries.” S >

¥ . RS

Small usinesses seem to be’ hit hard by the" prevailing tax system.f It"'

- 1s diffic 1t for the .small business ‘to- maintain cash flow during reces=
" - sioms.  § nce small businesses ‘have difficulty raising capital every dol-+

lar: that: oes- to taXes hurts more.,: Few tax:: incentives ‘exist to attract.

;capital ‘into small businesses.‘ Also, tax—free mergers'with large bus -
. Desses te d to discourage longevity for independent sma

inesses._'”

f .

o

The M Scellaneous Revenue Act, however, allows you duct‘costs.of. :

' investiga#ing ‘and_ starting your: business. . The deductions Ve to .be spread

- incur after you decide ‘to- start. your: business : but - before it 1is operating.

years. .. Investigating costs are. .those. incurred before you: make °
the. decis on to start or acquire a firm. Start—up costs ‘are ‘those that you

,-Start-up costs include onies spent for advertising ‘or. acquiring necessary‘,'

}_’equipment for- example.

- In reporting your taxes, you will want to practice as much tax avoid—" v
ance as” possible,‘that is, you want to. make certain that you are paying the

A

15




least amount of taxes you can by taking évery deduction possible. For in-

" Btance, your financial situation and how the -tax structure: affects- your
business might well’ be the determining factor in which legal form of organ-
dzation you choose for. your business.: A good tax accountant can help with
that decision. In another instance,  it;might save taxes to lease equipment
rather than buy it outright. Also, new tax rules .now alldw . you to write

" off the costs of vehicles and equipment in fewer years than before. Faster

. depreciation not ‘only can give you a . large deduction to offset profits, but

it offers you an incentive to remew.your equipment more’ frequently rather

.-than stick with outdated.’ gear. . -That’ can be important in-finding ways -‘to
.-cut costs .and in keeping you competitive. Tax avoidance, of: course, '1s not .

. tax evasion. Tax’ evasion 1g not. reporting all your profits and income and .
the corresponding taxes you owe. . : : Ve

Clearly, to stay on top of all this you ‘are going to need a solid re-
liable tax reporting ‘gystem: The Internal Revenue - Service requires small
business owners to keep ‘records of. ' :

"o Sales revenues. ) S _ _ N
o Tax—deductible expenses. ' o R C
o Inventories._'“ : o ’ ' S o
. 0 Employees' social security numbers and addresses. SR ’
You should aﬁways prepare your taxes mindful that you might be audited. If
audited, you will . be required to prove that your entries are correctyy- To
make sure you are . paying the various: required: taxes on time, you will ‘need
a checklist of taxes you must pay, their due’ dates, and the titles of the
_forms you will need.to .file: . - o . R S
'Ihx‘Incentivea P I g_,'i - . B
As a prospective business oWner, you should “be: aware that some: ‘tax. in—{ '
. centives exist. . Your: accountant can explain. them in'defail; ‘but most comsz’?
.- under the auspices of ‘the .U.S. - Department " of Labor's Employment -and Trail
. ing Administration. Among them is the Senior Community Service E;ployme

Erogram. T e SRR . - RN '

« :

The Senior Community Employment Program (SCSEP) 1s a way . to cut tax‘
corners, help- an older citizen who ‘is‘ economically disadvantaged ‘and evern .
assist yourself in business. SCSEP supports the establishment of part-time
.~ jobs in. community service for “low-income' individuals who are at least 55
- years of age,. jobless; and have‘ oor’ employment opportunities: 'SCSEP proj-
ects are found in. every state,'i addition to-the District ‘of - Columbia,

Puerto Rico," and the U.S. territ es. Eight national sponsoring organiza-

. tions assist 1n-SCSEP's work.: They are:, . Green. Thumb, Inc., an arm of the
;National Farmers Union, National Council of Senior Citizens, National Coun—

S ew s
»




»__'-. L e L E N
~cil ‘on Aging, National‘ Urban League; National Center on Black ‘Aged;

'National Retired Teachers Association/American Association of Retired Per-
sons; U.S. Department of Agricultute s Forest Service, -and National Asao—"

ciation of Pro-Spanish SpeéEIng Elderly. -/ L _ " N L
) / : DA P S
'SCSEP! participants workapart—time (20—2 hours per week) An- Varioue>'
;community organizations such as schools, ograms for handicappe ﬁ indi-

. viduals, ‘genior citizen centers, day care centera, hospitals, -and conserve-'a

.. tion, reatoretion, end fire  pre ention progrems. ‘They receive the &ederal
or state minimum wage or the .local prevailing wage, whichever, is higher.pv;
In addition, physical éxaminations, persenal and job-related. counseling,
and ‘job . training are provided. More information may be obtained by -con--

‘thcting the following.>' SRR p," Y S L . . : pté,fn
" Offtee of National ‘Programs . . ... ol
', . 'Older Warkers Work Group -“;ff R G e et I
¢ . U.S, Department pﬂbLebor o . . T e o
601 D,Stteet, NWi, ° , Room 6122/' LNl e e sl
R Washih'gton,‘ D. 3 : S v S '/ : R .,-, fe -
’ ;\ . ) (. ' b A
Keeping Currenq an ; g

,\ . /. « ’ : " e
It 18, important that you keep up with changes in the 1aw yohr accoun—“: o

tant/CPA will:be extremely helpful to you in this regard.  How an-gccoun-.:

tant .can help you is discussed in th; section entitled, "Shopping for Pro—'

- fessional Services" in’ Unit 8y e : , g
Co
YN ok , :
A4 \ :/:. a A
g O " ’ \
) v §"...' . -", e . _
" 1. H. N. Broom and Justin G. Longenecker, Small Business Management,.
Cincinnati, Ohio._ South—Western Publishing Company, 1979, p. 430,
Cor 2. Ibid., p. 432., |
L3 Gerald P Hpnter,' "New Write-Offs' for Start-Ups,” Venture, July -
o= v K N l"' Y - i B - . ’
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a Knowledge of tax information,;L :
~~1g-"both: helpful and- necessary .. in establishing, ‘operatin ; and., closing your .
a

. business. ‘Different ‘tax responsibilities and " laws:will )
- ness de eﬂdiﬂg -on" whether it is'a’. .sole proprietorship,»a partnership, ‘or a.

.corporation... . 0ne -of - the most useful guides which discusses the forms:. of; S

L anization and tax: laws. +1s the; Tax- - Guide "for Small’ Business .

 (Number. 334) prepared by: the Int rnal. ‘Révenue Service..,The ‘guide contains ..

ji;information on:tax aspects of accounting,_business ‘income for ‘tax: purposes,. .. .

- sale. or’ exchange of property," capital gains- and ','losses, and credit and
- income tax procedures used by businesses. f&e - = o :

%;”business E

gﬂfMore information on tax incentives and benefits may be obtained from the

pply. to your busi-"

' Internal Revenue Service publication ‘Tax:. Benefit for Older Amerieans

:.1(Number 554) n“.F“-H ‘ ‘.:“~

\_ S ! - o S S e LT

1}»1"Two free Sma11 Business Administration pnbiicationsfalsogmightﬂbeﬂhelpfulf
. toouy Lo e G J T T SO Vs

I T ‘a . L
! R L a

ST

-:.\['o Stéps in MeetiﬁgﬁYour Tax Oblggations (SMA/142)

o Getting the Facts for Income Tax Reporting (SMA/155)

., ,4 S

general and of tax incenﬁives in particularf>fy

R
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; A ( _ _ AT or’ sociaL,security{
'fand other payroll tax purposes, the-contractor becomes»the employer of
;che personnel involved, an{individualvconsultant

, *for their employees each ?ear,“the law requires thatﬁ o
ﬁgployers £11 gperiodic earnings reports for each_taxed employee and for(jgr
1fthemselves.ﬁ-5This is;not merely ‘8 re reme : :

- ‘get” earnedHcredit:posted on
“Finsmaster eligibilitya’records kept foruneachfffutur .

; :to the Social Security-"ﬂ_-. .
;:,{Trust Funds, deprive you and,your employees ‘of ! full benefits, and- cause " .
- ./ errors’and.other' processing. problems ‘that could delay: your former‘em-jﬁﬁ.

”.ployees' retirement or disability application, o"your oWn. :




:{_§Federa1‘

EE jg,Federal'
- -aration .
““beling;. -
\g,riers,‘
W”fhealth and safety'

"-]ijState, Division
g incorporate

e

_,_.;*Limited partnerships ‘also: must‘be registered with thi:_state agency.,_;d
*i,:jForming%a corporation oria;limited partnership should'be accomplished;jgﬁ

o ifsional engineers,lsurveyors,ifuneral directors, embalmers, physicians,“

"W,j*_physical therapists' .registered nurses;: : ;o

\fg?osteopaths pharmacists,.veterinarians,‘barbers, cosmetologists, mas-,‘

E v"seurs;’naturopaths,fopticians, ‘realtor and sanitariums, ‘contact- ‘the

g e Department of: Professional ‘and’. OccupationalﬁRegulation “in‘your - state.;“**
" %.... % The list :changes.from ‘time to time, so it is advisable to check for ad-~

””.~ditions and deletions,«g:_ ‘ SR SO 5




“”tactrBusiness Regulations‘and
'Economic Developmen:

“next ‘step: 1s ‘to 8Pp, , ," T'icenseufromwthe Countyigf
‘3-5 Finance Department and/o the"Gity License ‘and Inspection: 0ffice.a.Mostgg“

;] fei or inspection and ’licensing h les’
'depending upon the type ‘and’ size ‘of  the: ‘f 88 ’Some busineSses,P

“such: as: hotels, restaurants,ﬁand farms; ‘may be subject‘to special in-
_{spections or,regulations

, ?Qheck withnthe’appropriate agency in eachﬁ
+u7locality: to see 1f" there are ‘other regulations: gOVerniv
t'business :

-frany person engageSgin:business ‘under. a’ name other th .his or her%f
, 'own, and Af ‘the 'business: s+ not incorpoated f%ctitious name state-;lur
-+ ment " must: be. filed ‘with: the: Clerk ‘of Circuit ‘Court.in  the’ county An™
" .which the business. is" conductedf: ‘The purpose of filing 18 to ‘assure.
~.that" the business name istnot already: in*use in the" county and to makej
w"-"’a public ‘record: of” ﬁbo th_ business owner;is for ‘the! protection of con- :
sumers.. " The - statement should be- filed four weeks prior ‘to. begi ing::
‘the: businesb -or must be filed within '30: 'days" of the- business ‘beginning o
to.operate, and’ must b npublished once -a:week for’ successive weeks in a*vﬁf
’ewspaper of general circulation An the area of: the busineSs._ - o

U




;individual'ta 5
:fever, its income mus

“the. investment tax credit which is allowed on;the purchase ‘of i cer-ff.ugr7f
‘tain’ ‘types of new ‘and ‘used " equipment.- “The propertx must - have a -
- useful 'life of ‘at- ‘least’ ‘tliree years. Details: are 1isted in the IRS:}
LE Tax Guide for Small Business (publication 334) . ———

In the 1982atax year, 6 7 percent of the. employee;s:gross pay up to}x.;
'§32, 400 was. required’ to “be withheld :by ‘the employer.u ‘The. employer*;f;"ix
fv\ﬂ ‘matches’ this amount and- either pays direct to .the:IRS. ‘at ithe end‘of =~ .
. the quartef, or- if over ‘a’ certaln sum, - forwards it (by- means of LT
~Form 501). for: deposit 4in'the ‘nearest: Federal Reserve ‘Bank ‘or~to. a .
local commercial ‘bank” authorized to: receive At Sole proprietors‘_g;;»-”
-and . partners pay -a‘ self-employment tax inlieu of* \ A e
The rate.is 9.35 .percent.on: the: ‘first $32, 400,/and?payment 18’ made
e along with income -tax by submitting a. Schedule E with .the’ Form R
'91151040.j Social security and self-employment tax-rsfes are scheduled S




:'i:Excise Tax

*.heFederal excise taxes
‘on; certain transactions, and ‘on-Some: occupations.’
~in+"doubt .. about the|‘excise. tax. liability should;check the’ nearest .
“IRS Office ;

f[Unemployment Tax

egimposedyon‘thegsaleyor.u%e of‘some items, o
tAny .owner who is' "

Excisektaxes must be paid quarterly on”Form 720.sog ;i‘»*

St
i :

_ﬂdEvery employer who pay wages of $1 500 or more in .any- quarter ‘or j.?

vrghas -one:.Or ‘more - employees in' each of.. 20 calenda'

Snto] the" Federal Unemployment Tax Act (FUTA)
g';by January 31 of bach year by filing Form '940.

Tjwﬁf-v

eeks,'is subject
tax must. be paid

s Stat'e" raxes S

c..r

'H;lection of. sales tax-» On a" monthly basis, the ‘owner must' determine
- gthe ‘amount: of ‘sales tax collected .and forward a. large percentage of
oAt to-. the Department ‘of: Revenue.f The ‘remaining . :percentage is. re—“‘
‘ 'f“tained by the business to compensate for the cost of collecting the -
o tax. __‘._:v'-l R R . . R ; . . B

_.fMost states haVe their own unemployment program.; The employer pays :
' the" unemployment»tax which ‘goes ‘into- a*state fund.% ‘The "rate’- dif-lu B
.- fers from. state' to ‘state.::
'f fices  for’ inform tion. Unemployment Compensation Field Tax Office
ff,or Unemployment C mpensation Claims Office.v=< :

Contact one ‘of the. following state ‘of-. ” ',Q.f{

‘lThe identifying t x- number that is issued can be used b the busi- /ﬁi""
.. ness “to buy goodT '

f"‘plier., When a- business ‘buys: goods oL materials tax fre

‘]“y;uses them in the stiness, they are subject to- a use tax

‘Cogporation Incom. Tax
ﬂb-In 1982 corpora ionsvwere taxed at. “the: rate of‘ percent of net }:f
S income over “$3, 000.1 Corporations doing businessiin'other states e
R receive ‘some'- credit for other income taxes paid.. Again,ncheck with R
'»fyIRS for current rates. N A R L PUA T SR
Sales and Use Tax “f/
_ N » N U ‘ : : S
Businesses in each state are required to register with the State g-_‘v;An
',Department of Revenue and ‘dct as an agent for: the ‘state’ in the col-'(;f ”p/{

for resale without paying gales" tax to, the ‘sup=~:




and equipment'/'are subjgc
,h,__,t:ax rate ‘for them 1s_t]

Workers 2 Compensat ‘ on"' 'Law




: :'Soinféé._, Credit fo
Fine, -Program-- Coordinator,
munity College, Florida

ERI

Aruitoxt provided by Eic:

ormat goes to E;velyn
Day.t:ona Beach




ERI

Aruitoxt provided by Eic:



'+ UNIT 11.)- BUYING OR sm;rmgf A SMALL BUSINESS . - . A

/‘} ‘.' BT ' - L

If. you are considering Buying a- business rather than starting one from

frfthe ‘ground'up,” you . should: Qonaider the kind of i business you'really want. :
- Take careful ‘stock ‘of - your interests, work experiences, educational back--.
. -ground, ‘and energy level.; Geographical preference also may be a factor in
. your search sl !, : A R ,‘; : ,\‘»

When you find a. likely proSpect, take a long and hard look at: . (1) theﬁ

;business' (2) its™ -past. performance"(B) its future prospects;’ (4) its loca-
. tion; (5) the’ business

.. for the. particular product or- service offered." . Also, ask - yourself ."Real- -
'istically, am I up toftaking on.the problems I would %e ' ‘

/atmosphere “in' general; and '(6) the business c1imate"‘
inheriting?"

Some specific steps that might be helpfuloto you as'a" prospective Puyertgf

-tare outlined in: the following passages from Small Business Management.r

'ffFind out why'the'current ovner 1s'se1116L' There -are. any number of;;;ﬂ
. personal reasons .why .someone would 'sell a- business.= ‘The one reason you . -

, .\;Qhave ‘tobe concerned ‘about:’ is that the firm" may be . going into a de-"'ik
.Y ccline.: Perh ps. the owner . has:’ some information ‘about "a possible privatef_j-

.or public construction plan that ‘could seriously affect’ business.' Is.

the owner . really fed up’ with sh0plifting, unsafe st~eets, ‘new property_f '

taXes, burdensome regulations, ‘growing* competition Jetc. 2+ You'11- ‘have
-to check out all ‘the. ‘angles. -Beware of “bargain" business oppontuni-;

)

' ties' ma & people have ‘been- victimized by what seemed 1ike the bestf_j'

;'possible/offer at the time.:_g»{ : «‘,_,v e ,w ._, u--; ‘ (:gv‘f»‘

uDetermine how’ profitable the business is now and has'been for severalf
"~zears./ This will require an intense analysis of the business.:;f.,-‘

 Have pn accountant conduct an - audit to: make certain that the recordéd"

";you re obtaining are: accurate and complete statements.~;fj'
Y . “ -

“[jWeigh the assets of the business against the liabilities.; Such items 3
as/ /goodwill ‘in the- community may or may.mnot help you if you ‘become . the-

| -next owner. - It's:wise to ‘have ‘your. accountant verify the-assets and:t*f»

.’,=their condition by, for example, physically checking the inventory.-'vy"

vatain the accountant 8 advice on how to minimize taxas if_you buy the: .
/ business.  Would paying cash. for. the business ‘be .- preferable to buying

capital” stock in ‘the- cbrporation’ Or would- the’ reverse: be true? “You' " ..

f . want to establish your best tax position initially, this is the time to
/ do ite- e e T

R . Ce ‘___“v-.

Make certain you are’ represented by an" attorney,during the final nego-'filk

',tiating ‘stages-and. at: the closing.- It £-3 preferable to” have an indepen‘

/ b‘fe‘dent third party such as a title company act ‘as the closing agent.,‘You'
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lﬁ-fshould be on guard if the seller suggests that his or her attorney act
o as the agent.l Your attorney can prepare agreements and closing papers, -

- including the following. o
. ’ : B L S o . ”{’ -
'5a~j;j‘~1" o A description of what is being Sold--”m - :
f,. o Agreements on‘ adjustments involving insurance pre- R
; miums, payroll, rent, and 80..0N.. IR
L o Seller s warranties against false statements.~'§lw K
K e o Seller 8 convenant not to compete against you.wfftf R i
Should !ou Buy a Buainess?,. .2.‘0r, Btart One? g

o In making the decision about buying as Opposed to starting a business,?,
"ﬂ; you’ ‘should . realize .that "the' decision involved is ‘a: tradeoff. “In buying, .. .
~you, ‘are . taking another person '8 business -.and - changing it topmake it your.... .. ..
“ownj you “are: not initiating your ‘own business as:you. want 1t-1 “every way. - -
. The following discussion: looks at the advantages and disadv ntvges of buy- .
ing -an’ existing business. ‘ B ‘ o '

fAdvantages f

'ﬁ',fo Will save you ‘the enormous time and effort required to start a‘”"7
business. e o T LR R - B K 5

::'v;to Will save basin

L .__g_o Means the firm 8 resources and capabilities are more of':a“ known-f .
}i.,ir]'r quantity. x:~}¥; e : SR LR R IR

~‘¥_

1.deisadvant_ges

rfjio Allows fewer options‘for the buyer —-‘particularly in selecting loca-f’
"kqtion, building, equipment, etc.L»”;hi.,_ TS :

”ﬁ;ffio May require considerable money and effort to change an old image,f;t‘jf
: modernize a facility, and/or attract new. clientele.“jf : : ) ‘

= ff*o Bequeathes you the hidden liabilities of. the old firm- such as’ nega-'” -
Lo tive s attitudes Cof” employees/customers, ‘or, well-entrenched practices;fs;g'
that ate difficult tO(Bliminate.:=r ' T o T .




"

. Your . decision to buy a business or initiate one of your .own. is a per-
sonal one- that depends on your circumstances, attitudes, and experience, ‘as
-well as the existing opportunities ‘to enter a business’ fo profit and en-

)19 R

joyment Only you know what is right for you,
\
Small 'Business Administration publications ‘that might be helpful

~

-

making your decision are.
o Thinki_& About Going Into Business (SMA/170) \ |

¢

o Home Busineas (Small Business Bibliography/Z)
AR

The 1atter lists books in- a: variety of areas to help
those looking for a small business to. operate at home.
7 . e . ST / ‘ S h N
o o E T e :
: o R i“ o C S
[ , - . 7 .‘.
| ‘ '

' T "/‘L' = t'. Can
R S Pootnotes' Y A S \
Adapted from H N Broom«and Justin G. Longnecker, Smal; Business

v

South-Western Publishing Company4 1979, PP+

T
A
.
a

Management, Cincinnati, Ohio.

64—70.‘ i;h.:: ’ L R //”7 (
2. Dan Steinhoff Small Business Management Fundamentals, New York'

McGraw-Hill, 1978, p. 258. R I AR o : LT




-—\

1.

2.

. should include but not be limited t°'rn

-Qib; Tne purchasé price-'

‘ . Lo -
Se. Arstatement of how adjustments are- to be handled at the time o

/ kN sum.mmnm. mrommuon " o /—/ -

Hha /Does a Prospective Buainesn Ownet'Need to Bxplore
/ ‘Before Buying an Existins Business?* ' :

; | ‘q,‘» - ¢

Profitabiiity S R :

/' . v .
. .
s N - . i

‘Tangible Assets
, Merchandise Inventory Itemiaation' SR S
. , . - " Condition . e S
Equipment . Condition T
Fixtures v S Age
L ’ .. Market Value (allowing for depre-
‘ ~ciation and obsolescence)

- ,v—»7~—+l-~~sup'pi'iés--. Ve e . . ‘, : . e — __‘~

Acéounts Receivable. : ‘:Age | - .
{» . . S Collectability - oL
. . - - Y ’.: Lo no )
' Credit‘Records oL B L

Mﬁiling Lists S A '_'<!
' "9 | . . .. A Lo * : N

Leases-
X

Goodwill B S T

’Liabilities f,'-; e T e e

'Basic legal advice ‘needed before’ purchase ofi‘an".eaistiné_?bUsineBS"i

. s i .
b - . . e - X - .ot

A description of what 1s being "sold. S

clo%ing (for example, . adjustments for inventory sold - rent, pay+.
Q rol and insurance premiums) B
d. Buyer 8 assumption of contracts and liabilities..A L
el
e. Seller s warranties (for example, Warranty protection for the»buyer*f '
against ‘falge statements of . -the - seller; . inaccurate financial data,-
and undisclosed liabilities) ' Lo : :
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: y.i»So'urc_e. Adapted from Wendell 0. Metcalf Starting and Man ging a Small
Business of Y8ur Own, Starting and Manging Series, Volume 1 Third Edition,
(U S Small Business Adminstration, 1973), pe 40. SRR v :
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through “an’ SBIC or: MEéBIC.
- dition, -by: preparing ‘the:’ 1oan: appli—!i‘- :
;fartion package, you will have re-.,‘




fi{ifrom the cash value of your life insurance, the dollan=value of the;insur-;
' dc‘ coverage left is lowered by the amount you_have borrowed.\ If ‘you lose}

"ﬂithan'much less'from yourJinsurance policY-

Gettins Help Fr°" °""°“

'] You may assume at the outset th ,you will use_your own capita'.; The<

- National: Federation wof - Independent Business .developed ‘a. small business;

'“7Kowner survey that showed ‘that> 45 percent ‘of: the respondents used personal-
j,savings ‘to: get started, 13 percent'acquire,ufunds from friends, and 4 per=
“icent .used - the ‘resources: of ‘private: investors.'LOnly 29 ‘percent acquired
-<.their start-up funds from banks ‘0 nother lending;institutions; 1 percentu

'ffjused government funds., ‘Some people,say that: the best” ‘test . for;you to de=

. elde- whether you: have - a’ viable business’ idea or activity is not: whether you:
"v;will invest ‘in it, but rather,_will strangers do so. -No: ‘hard; and fast rule .-

~.exigts to- guide ‘youy There are ‘many examples of people who used their owng'
=jfunds and made a- go of it after banks turned them down.v P : :

No matter how you begin, you may discover later_that you need .a bank”~il "
»r."loan to get through a.-gpecial expense” or ‘to 'tide:'yéu" over a’cash flow ‘gap. PR
i~ -Anytime you: enlist’ the ‘help of others, you will have to. justify your ideas¢f S
" and,plans. ;- The ‘more’ clearly and ‘carefully. ‘you have - prepared your case, the'rl-"‘
fbetter chance you will have of getting help« rom. others‘ ;_;53 R .
How do you obtain other people s money?»;Basically, ‘there are three. -
rways. R e e e e ey

l@

'».;1. Go tofyour network of relatives and friends. R

”.2, Go to avlending institutio_

' t}33 Go to a venture capitalist._g{lzf-;”“

: %




:f:jsmall business. " Here 1s where : you might have ‘som
'*7person-. ‘You have ~been- around - for a long time,,

*ﬁ*either

- ‘purchase -an existing one.. They agree to pool their resour“ s

??”dangerous source of 'seed  money

,?ping your application for afloan to raixe,still'more money.;,
"ins quite true.i “.to

Al

A socia1 network is a’very 0

: enoughttime?to build a net
. work .of friends ‘and” relatives"in your commun ty, ‘
fhave money to investL,p ] 'H

i “silent“ ‘or active.p L
»*f;close friends have’ considered for: years_the idea of starting a business to-‘ﬁ:ﬁ
. .gether. ™ Qnendayftheyfdecideiit?is*'“ sta '

" 'backing from others in _their respective ‘networks, . and:thus accumulate some f-?
;'f;seed money.: Then they go,to a commercial lender_or ‘
ff'raise morew. - - :

A word of cautionﬁbhowever'
o x Cy !
"“associate'ﬁending money with ownership and may'interfere with the running

L}~of ‘the. business. Disagreementslqver ‘how" to'run" the" busine S, . especially if - {ﬁ
'alyou face a. downturn in profits,” an end friendships and spl t families.” e

'i_'[l.emung Institutions SRk

The customary lending source for starting a- small business is a bank

P

-Although changes : in’federal” ‘laws ‘are expected to ‘allow ‘savings and loan as=" .

L{fsociations, which traditionally have been involved in: financing realestate’

_transactions,  to'enter ‘the fields of ‘consumer-and commerical ‘lénding, there’ff';.jf:~

" 1s".n0. reason ‘to: think that their standards for' ‘judging., the" merits ‘of -loan

glfappliCations (and" applicants) will be any different from: those of - banks-_ﬁ'ff

. 'In facty bankers expect the .savings: ‘and loan. associations to. acquire’ quick -

',_;expertise in these ‘new areas simply by hiring talent away from the banking ;Jfl
o mmmuy >,~,"_A_Jv%_ R R T , _ O R

A

Other lending institutions include. (1) commercial finance companies, .
(2) dnsurance  companies. (policy . loans), (3) federal agencies such ‘as the' '
- Small Business Administration (SBA) P - S

N .
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:‘gor the end of a predictable seasonalf ;

}?You should notvmake‘thhvmistakemo

"our"personal finans"',

. may. weigh what: hap=.

f'consideration in loaning t

iﬁpect, ‘the lender: may figure  the’ odds‘differently.”
Z*each of these factors.r o

nyone, but“in the ‘case: ‘of " an older loan pros-’?ﬂf

Cwill- not‘do YOU mUCh good.v You. also ‘need o'recognize that lenders mayt*iv

’-fv‘share a widely held bias that older: people ‘are’ gset'in- their ways, are slow’

© - to’learn, ‘and: are not’ innovative. Tryéto,convince the lender of threeff

‘”w[_things if you think he/she~holds this bias.“”

o That you have knowledge and xperiénce in the field of
your psoposed business.¢

s § . f o] That you are open -to.. ideas, and,are capable of learn— N
R S i:f;_ ing from your own and others' experiences.u-*“
0. That you can manage the business, make it grow, and
handle problems that go with growth..¢;,‘_;,




Jyffself—employment consists of} ittle ;
i Mown, boss"

.Qpixhe doors: - Loan officers.are no
oodn YOur,business;by Supplyiﬂg _ S
““Interested in.: makipg ‘momey:: by . 1ending money, ‘with ‘maxijium’ safety to them=" "

e business' is a- favorable signﬁto'themai If“you’ ‘have; put up at least” half: of~{

o terested in a short-term loa

;the'other hand

S -and some. courses, ‘or- even'a
i 'your loan application is not likelyA

L ience and management capabilities,
ﬁ.havg no track record as a business

‘fhave raised more than 50 percen

bulk: f(your ‘capital; ¢they-are primarily;j'“

selves._ It is highly reassuring to them' to: know that yo ﬁraised more than -
half of what “You- needw Yourkwillingness”to liquidate assets to go into*

- the capital, you are in charge“
-~;in the first place.

. and that 18 why you. want -to be in business:._ g

If you are an older ‘petson: who wants;to start a busines andfyou;have}f;ﬂ
',little or:‘mno- capitaL-but ‘are willing to put . up" your own’ home ‘ascollateral . -/
for a- commerical 1oan, -you should ‘be aware- that»there is substantial rist}:;
" of default on the, loan, and therefore a- good chance - that the ‘home" will : be
‘ repossessed.‘ This may’ ‘be’ a’ big risk for you' ‘to ‘takes. Also, the lender may - -
" "look- ‘at your” ‘age’’ and be . skeptical’ about your abilityv o/ handle’a long—term*jr"
loan.  “In .that’ event;’ the conversation -may “shift. to” arrangements ‘you 'can -
make’to. assure continuity of - your:. business in case you ‘areiout:: of - the pic—gt[ﬁ
ture.[ If .you_ cannot offer - satisfactory answers, the lender' nly may be in-,

Getting a business loan is! not a. simple matter of filling out forms and

'f'_having your . credit rating checked., ‘There will be forms -to. fill out,. of -

course, . and your credit rating definitely will be.: checked but before you~'=}

.“even get to. that: stage, you must: make- certain that ‘your-. business plan isl'

- well. prepared.. Your written plan ‘will describe your: plans in detail, and
g rhelp you "sell" your business ‘to the lender-_v,qu_ I SRR L vyi

el




[ Whatwill be“.;y'o\ir%“pri'ée structure ?

o “o ' What s are ‘your f”short_,—; erm -an'é_:li (l'qng:tetui."b 1ans 7

e l;s_'-r__h"éie;ﬁi also will be ‘questions ‘concerning yoir. organization:

o What p‘nysical arrangemen :
needed ‘#o. -'start your business” ’




“gdi when‘the pnﬂn
simply quits?becaus

;‘institutions is
i oyour” potential for succe :
¥¢loan and ‘return’ for more‘lb”

o . eep An mind that a‘venturee;ftn
: ,jcapitalist who makes a major investment i' your bué}ness may expect to: have:-fué
SEal great deal to;say about “howi: '

”'nireisome personal connections-‘f7'




untry that are ‘licensed by BA :-an
purpose of. _:l».‘nbvesting in: small_:_j_‘ff

/been essential._;. dn: getting-_
.,,:_banker already knew

'I‘he\ 1ending industry 18 -not. uniform. '-.-_'g'Interest rates vary among insti
ot ,.everi “a’ difference of a fraction of a




L o 11 lnegotiate repayment patterns:that accom—f_
’:modate the peculiarities of: specific types:of businesses. : :

';f“your kind of businesaw

° il ' -when negotiating a small business“
ther'ﬁwill be both benefits_and limitations.ﬁ

'f{ﬂAssociation (ABA) in Washington D.C 'lSmall Businesdeinancing, a’ booklet?

,fu"designed ‘to:: help you -determine ycu financial: needs and explore‘alterna
"ftivevtypes and squrces of -financing o : EOS




“f;HaVe a checkingAaccount at the bankbhefore applying for a- loan.n.‘ B

' ;iAlways be positi e,'never uncertain if your purpose is a loan.k’m'

?af53;ﬁfConvince the -1oan’ officer that giving you a loan will create depoaits for :ff?
o vl,ihia/her bank and will increase your business cash flow. tifﬁﬁ. ; i

7h'4}«;Remembervthe bank:requires l(a) capapity to repay and (b) cbllateral.»@f"“

l:j;fﬁé?following itemB,should be‘included in an’ information package for a loan-qu_x*i

tplan (which will include someuof the following items),ﬁ

,Profit,and Loss Statement) and'Balance Sheet for the
_ -ivpossible, in‘a. Presentation Folder, prepared by a CPA__
. or. accountant : : SR : . i ‘

A”fvnffAccounts Receivable and Accounts-Payable, and age of accounts.f""‘

FREDR

h‘l4{;LPro Forma Statements (prodected financial statements. Balance Sheetiand‘c"”;*
.f‘Profit and Loss Statement) oS L S - TR

,Inventory with description“:“

u””:6Af:Equipment listing with liens indicated.::«; -

';'Inaurance coverage.:

'vf}Pictures of business or equipment to be purchased.;t[flff’fifl~fjﬁ'ff}'wffflfl

':SfQQFfMajor suppliers.

A 'i 100 ]

a e T

b ;ll}:List of professional consultants' “lawyer, accountant, insurance agent,.  ° °
~“"'banker, etc-'¥j* T L T T

'{ﬁglz;»Resumes of key employees..;ff;iﬂn

“—p13ff2ersonal financialastatementﬁip :f




Once yo/{have determined‘that you need to obtain financing for yourif[
business, you need - to consider applying for a loan or interesting someonej}
”[in investing in: your business. et : : ERE O L L

L There,isymome basic »nfo:mation any lending agency will want ‘to- know g
_1_when 'you, pply for "a- loan. . The following information ‘18 reprinted from-the

Business/ Development Committee ‘of: Rosemead 8" Chamber of Commerce publica-;'
.'~<"tion,'"What You- Should:Know and Do When Starting '”New Business," Rosemead E
~T,fCalifornia.\“,~. , B L

;'frwhat Does the Bank or Other*Lendinnggency Hbat t _xnonqwhen You Apply ?orii.
'_;a Loan?‘”" L ' o g 8

’1ﬁ;l};,Like all good selling, obtaining a businessvloam requires a” completeg]”

.ij":presentation of; the- roduct. - In" this case, the‘product is you,-your7T

"*5Wmanagerial abilityf and’: .your’’ business..,f 5, as- L
: _usuaIly’require>‘ , ‘

R ,__rr’“o Good'personal'character and reliability.;
©:7 5 "o 'Sound business ‘ability. . L
“w7uv 7 o Success”in’ past business’ ventures or: sufffcient.knowl‘ i
i edge cof " business methods to rgive promise. of-ffuture el s
D success.fm,:; , ‘ S . L
: ”To Adequate investment on the part;of the proprietors. e
R Reasonable” need for: ‘a. ‘1oan;* reasonable probability ofs.b;
,repayment on time and in"full.w_f,;: | e

240 Bankers expect you to give factual information which may be evaluatedﬁqﬁ

. and. verified preliminary to: making a loan. Most banks have" application‘jﬁ

,,fbforms ‘upon - which ‘the.. information may be listedr‘;They vary somewhat]};
,”ffffrom bank to bank.;QH SR e BN X

f:Xou will be able to comply with all requests for information if you or-;iff
‘ganize  your: information and’ thinking along the -1ines™ outlined below,f;ig
'What is the\information required by banks? They seek:the following.. }v i

: ,,g;' How your business is organized (corporation, part-’ R
RS nership, ‘or” proprietorship) .. This makes a differ—~~*~
A - ence’ in the liability featuon_“fft:‘g R S




The nature of your business and when it was - orga-fdf*ff_”‘.rf
e ‘ “nized. Have'there been “any:: ‘recent changes in your s o
RSN business name or. naturemof_operﬂtion? ' g

s g

L Ce s Personal data concerning the principal owners. For S
j.-u example, include ‘the. age and ‘marital. status. of you .

s W and 'your partners ‘or principal sto holdens., -Where"

Ce e sy “do you’ have <your: personal ‘bank ‘agcounts? . In what ;;7;
' o 5 vjbusiness ‘and: civic organizations do: you ‘have, mem-““"
" berships?: ——Do you,and your . assoclates _carry. 1ife

V;insurance? " In what’ amounts, and who are.‘the bene~”
gficiaries? Is there -any life insurance carried by -
" .you or your ‘assoclates" for the benefit of: the busi "
“,.ness? Past credit history referenceswv

d. _Business banking connections.: Where dbes your busi-' o
" 'ness.maintain bank accounts? ‘What 1s- its. bank. in-"v
.,vwdebtedness? .18." there ‘any indebtedness ‘other ‘than: ' . -
oo with bankets? If “the: business is . organized as a” ;\Q;
' partnership, do the 'partners have any contingent S
'f}debts outstanding? i R N R

2'i“5ea{fHow do you propose to repay‘the Ioan and what is the :
“.Lg1purpose of the loan? S Ay S

1i/2>em In many ways, the purposer . he loan is the most important feature ofjv

_..the ‘loan” application. = The's lender wants to be'’ sur the loan will be .

»A“p -uged for ‘a necessary. business ‘purpose.. .- Your abilit “to" establish that}.,
~ will. be. extremely heipful.u Toprove" your business need for a loan, you{-7
should ‘cover such” points a8 the following. AT

fIs it for ‘a business opefation of a self-liquidating?{; -
.character? ~For example, is  the: loan needed ‘to :fi~ -

*pnance the* purchase of ‘merchandige which can be soldqfffr
"inefore the loan. 1s. due’ ;fo~f :

T Do you have orders for merchandise which will re-'c &iij,n:
Co quire additional working capital to manufacture? PR

'.ffé;;iw111 the funds be used to purchase equipment havingfi“.,
"”fmha general purpose or a specialized one? R A
d -:,qu did you arrive at the amount of the 10an re-..g.*-
B _quested? “Is it the’ndnimum necessary for the in-;

’tended purpose? e o




; e Lo ] . T . L -
4. Your bank will.want~tortalkvaboutkyour.prospecta.x You must'be ready to:
. - é ) el e e . . . . . . - : -

.. . Lol . gl

‘7“‘ng a.. Give .a brief account of the future of your business in
| terms of such’ questions as the: probable demand for: its
- . produttsg: or Bervices, and the pre ence, absence, or pros-r . .
- pects of. competition.u ‘ v”, VAN . v o s

'-lb."Show what will be your probabl future ability to obtainf
T raw’ materials or supplies of merchandise and - what ‘the -
R costs will be.e;_- : - = -

v

c. gShow what you ‘think f&ture price 1eve1d@will mean to the /
. valuation of your présent inventoriea.u_How is your in-.
VAN 'ventory valued? ‘/ A / ‘ -

I8 . - '/.. . . : .~>‘ .

d. uPoint\out any other items hich will shed light upon your . .
‘-business. R T A P AR, :

/ B - o [ 4

for A e 4 'ék" v _“
; 5.'?Your bank will of course, k you- for a balance sheet. In it, you wilr
o list yqur’business assets-gnd,liabilities .as ,of some recent,date, and.
“for comparative purpose ,' he same: information for the previous year.’

n;In doing this. R o s e
s : e 'F;- e
- Show proger res rves for depreciation. :
» _." . - ‘ ”Zt- :\ __" o Ve . i L . . o
MR b. étate how youﬁ inventories have been va1uated._ -
S dinarily they ' should be valued at cost or mar et, ..
A whichever/is lower.,‘.‘ ~ L ‘»‘ R ,:\Q;”
: . ‘ “ g e T Lo o T .
-c. . Glve the d llar amount of accounts considered past EREEET S
“due or: doubtful or show an adequate reserve fon ‘bad’ L ;f

debts.h; , A -
SR e

[ 'n-.. oo - g . . . T

P 'i"" ‘,' :

- sales, costs of /doing business, ‘and’ net profit before income taxes. At
_ least one previous Yyear must be shown . for -established: businesses. If -
 _several years//data are. offered, it will be ‘helpful. ' This’ should in-"
. “clude informa /;ion on how much you - and your partners ‘are- drawingffrom-p,
‘the business or how much dividends have been pafd in recent years. B

TRY 3% Your bank also/will ask for a Summarized statement of 1ast year"s'; R

7. Your bank will ask you for income tax: returns ‘that - support the informa— S
‘ ‘-tion Supplied on your balance sheet and profit and loss statement.h; -

o 8-':If yours 1s a. new’business, y0u will not - have much of the foregoing in- o
: .formation. What should you collect? o

. o - . , : o
T ':_éff Have some ideas “about how you will 'use the. financing ‘ RN
B to operate your business'with success. ‘ o

'. : _..1‘ ‘ 150




:{,Aids in chooaing the Bank Best for !on pﬁ

- . _‘belleve’ that ‘you' can -

““;'fwwarrant a’ lender taking a- reasonable risk in'advanc-iipi
"_j;ing part of your financiallneeds. o T ] el

e.;iPerhaps show you have on- hand unfilled oraers orjak
‘business:: prospects or . a character giving reason. to;jﬁ’
'roduce sufficient income to;»“3

';'repay the loan." o

a 5

Ty

'luf;It is important to choose your bank wisely. Here_arerpoints;tgfwgtch;ﬂ;“Uf;k.f

T

?If you: can, choose a banker who is willing to. assume a risk
_there is a. reasonable assurance of repayment. S

X

;.V'

’ prov*ding:-»:ﬂ

’;Choose ‘a progressive banker, ‘one who 1is alert to current industrial
" -trends, willing to. make loans: for ‘new products and more’ efficient ‘pro-

fcesses.» She/he knows that, in - the “world. of rapid change, risk is'a
L matter of . careful analysis, not merely of traditional soundness.va

-vChoose a- banker who has confidence 1in the future of your community and”" o
is willing to invest in it._:, B o . ‘ 1 TR R

ol 4

N -

_,Make sure the~bank is the proper . size for your business, taking into, :
-k,consideration its 1ending ability under the Btatutes.~ LT

C”See whether the bank can buy securities for you or take them for safe—‘

p'keeping if. you want to do this..i

“10.

‘:Find out if it has night deposit/safe deposit services.\ }:

;_Be certain that its- officers are accessible for conferences éith you
;'when you require them._vn~ - - i S : B

*1_

7)

- Find out if its deposits are-guaranteed under the federal statutes.lm;

7Find “out what service charges will be* assessed ‘to- maintain your ac-’ »
‘Qcount.- Will an earnings allowance be given ag. an of £set against ser- Lo
‘ vicing expenses? o : : B o

G «j.]

Does the bank assess a charge £or checks deposited which are returned7""

. Can they assist you in collection?




12 Make aure Lﬂ"iﬁ'"..:baiik is. located 50 as to;

11 See if it mn‘ illingly furnish yo“‘: thedatayouneedconcerningyour

Facilitate moving your funds‘for°deposit.

'!‘d.,]Be of assistancé‘to employees in savings accountsy5;y
' '~and other matters._fﬁ;. DR ‘

Your community banker ‘may: be more receptive to you- than one " in a- 1arge;5;
city. On' the other:: hand, large banks sometimes charge rates below those of;*=
their smaller competitors.v Your only answer here is to compare.' ' :

o

_ Many banks ,are now setting up special small business departments.{',
K These are helpful, as long as.. the rates are favorable..j5_”r i R

Do not change a seasoned banking relationship W thout good reason.A On;ﬁf

',the other hand ~do not remain ‘dependent upon your- present connection if youf:'

" are: sure you can- do better elsewhere, not only now but over a period of.”

"’,jtime. S G e T T

,‘Tbe Loan Package “}:_fi :;;m»?f:?izﬁigf,f”‘u

_ Banks, other lending agencies, and investment firms all demand exten—j;;
sive documentation of.a loan: application. Before preparing a loan- package,.‘
‘ check with ‘the specific lender' to determine exactly what: 1is* required in a:y
. - loan’ package and .pick up: the’ necessary application forms.; Almost any loan '
';.package will include the following information. - , A

.l.:vPersonal backgrOund information, including a resume, experience in the
field education and’ work' Iﬁstory,‘credit references, income stateﬁ :
; ments, and a recent persona1 financial statement.‘;;, o T,
: L Nl
2. A summary of the business,‘ including a descriptiorl of the business}
.- loan, ;epayment terms, equity. or'investment of the borrower, and secur-~~
‘,ity or collateral for the loan. - : el :

‘3.f A complete business plan.”'“'

24
s,




igEZ?_'Capacity "1the aPPlicant's ability to pay back the loan.. Sources'ofi?i

. which . you are starting a business,*
aknation.‘;;:_w_“” T

”5‘5af Bxperience —-’the applicant s experience in the business or related ex-ﬁif

“.pertise, skills, and managerial experience.

,3e111ng !our Idea 1,»:;;M

Perhaps the least talked about gﬁt equally important aspect of obtain—; -

. ing financing for a new:.or old: business is the ability to sell’ .your idea’ to
the loan officer or investment representative. - You- may have “prepared an .

well may not obtain the loan.iv S

The primary message you: want to convey to the banker or-. other lendingf‘

i excellent business’ plan ‘and “loan’ package, but - unless ‘you:can’ communicatekkﬁ
your  business  idea -and - plan effectively with the loan officer, you very'jg

'7’representative is self-confidence, ‘competence or’ know-how, commitment, and

‘enthusiasm. for your business and for: yourself. ‘There 18 no’one way to com—

”~municate ‘this message but’ you ‘must - think" about it and practice it beforef :

you can communicate it to others.;g{_jq..

Practice talking about your busdness with friends and family. Ask‘themf3~

to give you suggestions ‘on.the way you ¢ommunicate. Watch yourself inia.
- mirror to see how .you ‘communicate with. your body; ‘then hayve ‘a preliminary .
" interview with your banker to informally discuss your business plan and the;

' ;loan process.'

‘'Source: ' Barbara S. McCaslin and Patricia P. McNamara, - How to Start

"7fYour Own Business Los Angeles,,California. University of. California,zﬂ,'

04"
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'e{Make ‘an. appointmen awith}your. oan-officer ‘and . have a;preliminary interviewhfkf
-+ about- business loans. ‘After your:interview, complete part” five: below: to . .
_,L;bdetermine the information and benefits you received from the interview.‘ L

,nil.k”Go to your own bank or select a bank according to the tips suggested in:i
- ;j,;the Supplemental Information factsheet,'"Guide to Obtaining Financing.ﬁ~,f

’i’2.¥fCall the loan department and ask to set’ up an interview with a loan of-“k’
. 'ficer to discuss - how to: apply ‘for a loan. Explain that it is- to be a

ﬁ,preliminary interview-; If- the bank cannotfor swill' not set up an apf;,‘

';pointment,‘ask for a referral to another bank..v;,ﬁ.,_ . 2

‘:f3.‘,Be prepared with the following information before the interview. Volun-f
.'teer this information during the interview. Do not. wait to be asked!

LN

"-wgo Howé%uch‘you ideally would 1ike to borrow. .fﬂ'f'q*

' “fﬂ;o A;completed personal financial statement.;lf
wo A brief description of your business idea and plan.».515-~!fuw

.0 How much of your ‘own money you can invest. (It should be 40—60 per-f
cént. of - ‘the amount - you want . from the" bank.. For: example, if you are
asking for- $10 000, you should have $4 OOO-$6 OOO of your own moneyj*

"to invest ) - , R TR L

k"o Whether you will apply for a loan independently from your spouse or fi
jointly., ‘ AR O ‘ B T

‘f4._,During the interview ask for the following information.idw
. 0. Whether the bank specializes in any particular type of business loan.f‘

o o A copy of the bank loan application form.fl
o The procedures for applying for - a; loan and what is required in the' o
loan package.< T R - v : B
Ry LT ’-'.", o : . S
‘o If the loan officer says that the bank cannot or will not’ consider a
" loan application from you, ask for an’ explanation., Ask for advicer1~'
and/or réferrals., Thank the officer for the interview. '

\

1
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ih, 'uwas the title‘

- Did you feel prepared for the'interview? i

’7TflVf~:yes‘;1;W”-ilAno7~n~; Please explain your answer.;JLtég_,kﬁi“'*

”‘bo What questions did the 1oan officer ask you?

Vihi,flo What information and materials did You 8et from the loan officer?yﬁ’ﬁa'k:‘

S'ﬂpo What problems did you:encounter? “4,:5,_~

'F:ﬂ75o Did you change your business idea ‘or estimate of the amount you want
o to borrow based on the information you received in the interview?

' J}ﬁo What overall impr ;sion'did\you have of the interview? :f“

.A.-o Do you considerbthis bank
e business? TN
e e 1\&

‘:‘Yes';fE ""\no°.¥7

Jpotential 1endin fsource to start your

:Llease explaEy your answer.
o T

}5o Any other comments or questions.ﬂzy_ffh

R L"},

s°ur¢e.' Barbara S.'McCaslin and Patricia P, McNamara, “How to Startﬂfi‘
Your Own Business, Los Angeles, California._ University of California, =
N ; 1977. . ; . . . - L ) o o s

- '.1 i."v .
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.f_‘:Short-term (less than one year)v-'"Working Capital"

”fLong—term (over one year) - Term

'-Repaynent., Hhen and how are you going to repay the loan?

BRI
/

.’, \)‘

;_Gear repayment to source of income (and sometime collateral value)

'fﬁTerm Loan.nbx‘:fv'

k'~.sSources of repayment.,"

':TType, value, quantity, basis of’ value, date, and source “of valuation.‘*:

b’JFirst lien interest needed

:;<Insurance.' hazard flood life, etc.

S0 Purchase equipment.;j‘f'i"_
o Leasehold improvements._ :
-WO Expand-;vw- . : SRR : : B o :
x,o Finance. permanent increase in receivables and inventory due to sales_ﬁ.f%

o
.o
o

o

-increase. - Sl
‘o Refinance existing debt more economically. IR

Line of Credit. receivables financing. ;ffff-‘ j\"l*.’fﬁf;"";;f‘“'“*

o Conversion of assets to cash.

Retained cash profits. ‘

New ‘capital in cash.. .- L B
‘Borrowing from another . source._ IR VR
Guarantors-.‘,kv_»”, ) _,y,,.“ ,.:* .‘tylf"b-,a‘ xl :T

Collateral. What have you that represents dollar value?

',.\

»Maybe also marketability, restricted use, quality, etc.,y,.r

' Receivables,_inventory, equipment, real estate, assignment'of rents,f'

etc. o o . 1 L L S R
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et What is their ability to pay the loan if needed?

~jRelative size in the;industry

,{Date business originated,

L;Credit References-:;what organizations, institutions, firms, ‘or: personsila"
’fiwill give yon good credit‘references? S e s .

; Nature of business,
‘,\corporation), associated businesses

ompetition

when present management began control.rTTd.'iu

f Bank, trade, other,inswriting, credit cards are good, current, and easyfffﬁ
-,;to check.,,;,;;,: . i e , L

“fcuarantors.a Willithere.be any guarnntors? ?ﬂ'_é;;‘Vr;tgiq‘;?'u“:

'7Names, amounts, financial statements

‘_'Statement of personal history. social Security number, date of birth Q_Qt

',:f‘residence, work, education, etc

.leebt to income analysis._/

.'Secured or unsecured.; B ]f,‘,,f}f(”"ﬂ

;:Einancial COndition.‘ ﬁh#ggigfydu?f?tééégs,finéhéié;é"'"

:"o Compiled, reviewed, or audited._l,Jfgfj”wgiﬁf:”

':o After Tax Income

“vqcapital growth living expenses)

-3Financial Statemghts.'ff:?p;tixfi’f{vfﬂffl 1,5 o L

o Personally prepared versus CPA prepared

0 Balance Sheet“'Profit and Loss Statement,i ource and application of

funds.hffvp;;,-,

. AL - . \

Plus Depreciation -f:,.}; 'Lifé,,f‘l"
‘Less Fixed Payments - SRt :
'Margin (for breathing room, future needs,




Pro Forma Balance:Sheet; Profit and”Loss Sta ement, Cash"
ning ahead) -

’if;»;b Budget/Projections. ;

_‘“l:;;What records and facts do byou have to}?f'
'ffﬁjcondition? D T ‘ .

'”fBalance Sheet°~i"

'“;f,o Snapshot of one moment, one date{

TNk L

]j;o Assets.; What you own;itf‘f

)

;What you owe;Jg

o Liabilitiesf-f‘v

”1, ;o Net Worth;; Assets less Liabilitie*{};i<f*1'

- Source: Jerry Leadham, Business Division, Cla."ck'ania’s.Commuﬁity'dbllégé,,.;‘
 0regon City, Oregon.b s T B e et ek '




‘”‘?'Io

*f’Source:g;BreVarddCommunitylcollege,,?lorida,féCORﬁtdhapter. VF'T'“

f'1§3}
: [7perience, productzor service, etc,~.s

f}\adequate to satisfy loan requested and other obligations._jgig>

7ffTerms of repayment.t“-f.i-

,Loss Statements from seller) oy
”f‘Submit a COPY of purchase-sale agreement.‘

;fIf a. franchise business, submit copy of franchise agreement.\ ,

Describe\in detail’ the type of business to be established, ownv‘['f."”

repare ‘a: projection‘of earnings for’the first two years of operation

,-‘,

*,jSubmit details of how youuintend to creategthe sales volume and profitsiﬂ ,?L
i to: repay loan. . - R e e e

'-,Describe in detail how.the funds from ‘the loan w111 be used.f-,fGTi, b

'fYou must have a reasonable investmentbin the business., Indicate;howfjlﬁs
‘gvmuch of your own’ funds will ‘be injected into the el

s

hY

buunwscﬁ“~

"t

f'fSubmit ‘a 1ist of collateral‘tofbe offered as security for the loanarf;c'7?

V .

;ga.,iUp to 6 years for operating capital and purchases of inventory{-;u

b fUp to 10 years “for purchase of machinery and equipmenf furniture

'“ﬂand fixtures, leasehold improvements, and renovations. Lol

“Wc.[:Up to 20 years for construction of a new building. - fi

gsTake this material with you to a- commerical bank.y Ask the bank for anﬂb"

'SBA Loan Guaranty Application. ;*W_;veb e ‘v'

‘If the bank is interested, they will give you the loan application and
related forms.¢ .Complete the forms and - return them to” ‘the: bank which

'”lwill in turn forward them to SBA with a cover: lettera__'f[gg

Purchase a Business : S ‘_ : ' L

fObtain two prior years of tax returns (Balance Sheets and Profit and :5"

i

: Q
’

"t

,QTFollow procedures 1 through 9 above. fl. ib:i!;' -

<l
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' ‘4?;?u1{, for 30108 Into a Small Businesa
commnity Resource I.iat RS

Before ygu begin your business, you should find the resources in your com—

munity that can help you. . Fi11 in the: blanks ‘below as you continue inif..
" class. - Your " instructor cwill. ‘be . able to assist you in gathering the

information. e e e

T

Name 'fgif . f.'_f o i".:_Addreaa“, ”f1H*",':J;;:,-ﬁBhone;_.

_Banker ..

R LS . ‘
"~ Accountant -

sL-

'InsuraneeiAgeny

L

' Chamber of ConmerCe

o

" _Bettér Business Bureau

U.S. Department of‘Labor;;ﬁage/HouriPublicfContracts Division f

o ‘ -

T e e 1'63.16'7' S .

AR




}‘Local Office, Internal Revenue Service for EmploYerSleD Number and "Tax
iijuide for Small Business" R v |

Ly e T

v'eSociaI'SecuritY”foice (empleyeeiﬁifhheiding”Ee#5  -

v - :

City Oﬁfieeﬁpf:Licensesvénd,?erﬁifsf(eontect,CikyVHalL)n't,ni;fu

f‘ .COunfynOffice;qf LiéenSesfand Pefmitsf -

 Unemployment Compensation Field Tax Office -

.

/ .

‘ Stete“Departmentfdf§Revenuéif”

R pe e
T S S

 fDepartment of Labor and Employment Security Df%ision of Workers' Compen~:-,
‘sation Tl . N : S R S

Petqntialfsuppliefs

. ).‘..‘

Gk -
‘ &



aw

N .‘f'__r'ABil_"sine'ss 'Owners‘.-‘._[ “Know - '

‘State Department of Business Development, Department of Commerce, Divi— a

' _:_sion of Economic Development

. VT‘radé_ Ass'n‘ciati"on’s. and 'J.qu‘rnéis o

<

\State Adult Education Department - : -

i.ocia_l Cb;lle_ge Adult fEdnv'cation Depsrtment' N

: '.”]_',yo‘cal High School Adult'Educa’tion' Depar_tmerit

SRS N K4

- U S?Small Business Administration .

scéRE/Acg e ST o St '

pd
N
Q@




"State Employment Service ‘. .

% Librarfes (business section) = -

B T T

@

.

Source. : Center for Small Business,'
Dayt:ona Beach, Florida.,




F;}American Association of

Sources of Assistance and Information Heeded
for Going Into a Small Business

National Small Business and 01der Persons Resourcesl f~if,V:;

'fThe following organizations are listed as’ Older Persons-Small Business re-.i“t~

jsources to contact at the national level for additional information.,;

Advertising

Retired Persons :

:‘American-Institute;of Certiéd>ﬁ
jijWashington, D C._ 20006

s fied;Public,Aceountants'it

_American Insurance
~ .. Agsociation . . -

'1__Anerican Telephone anddTelé;f ’ )
',.1Washington, D. C. 20036

‘graph Public Affairs ’

afChamber of Commerce of the

U8, National Headquartersjv

b»iGreen Thumb, Inc.

Y
L3

Interhal Revenue Service . .

‘,'National Advisory Council on
: Economic Opportunity

National Alliance of Business:"
: v : ferashington, D.C.. 20005

Address t.ﬂ fffgf; f. Phone

JfAmerican‘Association of ijh 5}?1899 L Street NW S (202)

VfWashington, D.C. 20036

;‘;11901 X Street, Nw*r .3. ; (202)
',_Washington, D C.c 20006 :

o f1615 H Street, NW o ©(202)

'5Washington, D.C. ‘20062 L

TR R

71012, 14th Street, NW (202)
. ﬁllll.Constitution Avenue,:NW (202)
'V‘Washington;*D;C. 20224 SR

1725 K Street;. NW"’“' ”fﬂ,”ﬂ(zoz)

i‘Washington, D. c.; 20006 .V'l'(ZOZ)s

167

. AmericanuBankerstssocietionfi_:1120 Connecticut Avenue, NWEf(ZOZ)t

' QWashington,vD C.. 20036

331-7345jf

i,
46744000{ff:€

1620 1 Street, NW- -"’l7»’§zbé)7a7z—81§ofﬁ |

f‘vloés"Coﬁﬁectiéﬁt'Aveﬁug;-NWfﬂ(zozj’293i301o‘1
"-Washington, D C. 20036 - A o

" 1120 20th. Street, NW . (202) 457-3810
e e
659-6000

789‘-'05400 v» N

566~5000

254-3217 -

655-4000.

' American ﬁerﬁAssociatioﬂl”JﬁVfﬂ”1800 M Street, NW 'V-t,rf(ZOz)*zaieaolzjé9~ﬁ'

7-1F2Washington, D. Co‘ 20036

1.1015 15th Street; ER f!‘(ZOZ) 457-0040



R

lﬁiNational Association of
Accountants :pﬂ?"

. National Association of
: Attorneys General g

ness Investment Companies

" National Assoc‘ion of .
' State Units of Aging

'iNational Business Education f

Association

biNational Council of Senior
: Citizens o

leational Council on the
o Aging, Inc... -

. Natianal Federation of Inde- L
'A.Washington, D. C.,

pendent Business Owners

v‘National Savings/Loan League :
fﬁ'Washington, D C

. Rural'America,jInc{'v
\iRural American Women '

11U S House of Representatives

: Small Business Committee-'

'ZU S Senate Small Business
' Committee

:'11666 K’ Street, N
- _Washington, D C.;

'"_National Association of Busi—iﬁ
~;‘Washington, D. C

: 51828 L Street NW
. 'Washington,‘D C.

:[fNational Bar Association 1f:5x1900 L: Street NW

'[,Washington, D C

]j1511 K Street, NW
'.Washington, D. C._

g ?T1522‘K Street NW
o Washington, D. C

t,};444 N Capital Street NW
ngWashington, D C._

20001

1435 G Street NW

i;1906 Association Drive e
v.Reston Virginia 22090'-

'fff 600 Maryland Avenue, SWm
- West Wing =100 -~ - . :
T*Washington, D C.

;L'Enfant Plaza East SWW& :
20024}

1101 15th Street NW

';¢¢1346 Connecticut Avenue, NW,
; Washington, D. C

h2361 Rayburn Building S
'~Independence Avenue, SW: -
2051@; A

Washington, D. C

424 Russell Building

168

20006

20036g;f

2oobshfjfj

20024{*"°
20005f3

zooos;f'

20510 f

(202) 862-3100
1(202),524554565'”‘
gif_;'(zoz)gseé+341i7f‘l
,,""[;(2625'46658525'
20036 S
,(292);4§3§4éodf*’
';_?‘(703)Jééoédzi3f*_f[

‘(202) 347-8800

oy sz

(202) 554-9000
0 (202) 331-0270 .
(202) 659-2800 -
20036 T T T
- (202) 785-4700

1(202) 225-5821

PR

o
s

. (202) 224-5175
;Constitution Avenue, NE.:H'GF.ﬁ RO ST
~ Washington, D.C.

-



| Selected Readtngs -

U e e Topribents’ of Sacedn
“Anyone who believes success is something you haphazardly catch or find-

habn t discovered that there is a scientifically simple way to become an’ﬂ:'
«igchiever. R S - A A RN : - v :

.

“Succash Beshs differeﬂt things to different people--'v'i

Webster defined it as a favorable termination of a venture. wee

S

( ' ‘ o
v\)' Disraeli said,' The secret of success is constancy of purpose. »

. Theordore Roosevelt remarked,' The mostéimportant single ingredient inj}
‘;the formula of - success is knowing how to get along with people."-#'~ ‘

v Helen Keller commented, "Not the senses I have, but what I do with them s
is my kingdom of success., i?' - : e L

*No. matter what success means to you, you'll never achieve it by wishing'.

o for it or chasing after it ! - No one ever finds. success or .comes to failure.»ﬂ
ﬂsThe seeds for ‘both are imbedded in’ your personality ’ . _ » -

In §;§cho-0ybernetics, Dr. MaXWell Maltz says success results from a

gmixture_of seven ingredients.. Together, these- ingredients or. personality:-
“trait -make it possible for us to deal: effectively with our. environment ‘and
“the people in<it, to. cope’ with reality and to relate to the human qualities]

- 'in ourselves and others.‘v‘ S , ‘

1f you put these geven ingredients together, the result invariably willlf
be success == no. matter how you define it.: ' . . A

- ‘Here they are' f'._,‘fﬂ ' f}f':r,Lg? f:“p”;" SEEE A_'* .

~-.sense of direction. .
«-;xunderstanding :
f-.courage.[

== charity.

--"esteem. p S
- self-acceptance._
'--.self-confidence. B

> l-é“_' R

0O 00O0O0O0.0
tnaMao0cwn

Hoo e e

v Now let s see how each ingredient con ributes to the successful outcone';
jsof an endeavor. - : : : : o . L




‘;;fSetting Goals
- o Sense of Direction'

This is absolutely fundamental.. Without it, our:goals remain”élusive

- ard vague.  We're' goal seekers by nature. - :Unless we establish ‘specific o

goals,'we wander around in circles getting nowhere._ Lo

We all have a natural drive to control our environment, solve our prob—
. lems, and achieve our. goals. :When we don't cope with ' these challenges suc- -

j;cessfully, we become depressed and purposeless.

o To get a sense of direction, ask\yourself ‘"What do I want of this job -
{or do I even want it at all? Am I. progressing or Jjust marking time until
something - happens to come: along and make things better? Where do I want to .. .

- be 10 years from mow?" . N\
' L R T

o UnderStanding : | - :._ - k_ . _‘ : ‘. :\\ . '.V “ » . » %

It 8 pathetio how uuch we misunderstand the people with whom we live

and work. . “We: either say . too ‘much or not\enough. ‘We forget, -too, -that .’

‘people may react to what We say or do from a: perspective that is different
- from our. own. LVup.ﬂ_A __“ , RS ;;-, o . ) L .

Part of this misunderstanding results from the emotional climate thatf
surrounds - connotative words. ' These words’ arouse emotions’ that vary greatlyg -

from one individual to another., For example, what does. the ‘word' "red" con—
Jure up in your . mind? A sunset, ‘a .rose, . your: friend's hair, an’ apple
. valentine, your son 's tricycle, ‘your' new necktie or scarf? Or-does it make

. .you think of fire, war, hatred blood, explosions, gunfire, traffic lights, bvt

'communism7 :

+

So when you say, "He makes me see red, ".that statement may not be in—ﬁq

.-

7terpreted the vay you want it to. be.~‘»'.: T f,‘_r_ i /,x~

]

Reactions to. emotionally charged words often cause difficult—to—under—j

»gstand rifts in relationships. S

-

_ : Understanding results when we ask ourselves, 'Now, I wonder how he isif
.going to . interpret this statement? ng does he really feel about this

'a‘idea°

it 8 -an overt responSe or one disguised beneath véneer-of good manners. -

Become skillful at reading emotional feedback clues and you'll be able_{-t

to establish the kind of communication that leads to understanding.u

We must never lose sight ofxthe'fact"that we; are‘not'logical or.ration—_;:
al creatures. . We are emotional ‘creatures: who;?eact emotionally whether



' Charity begins with the way we relate to’ other people.,_g;' o

.0 Courage .-f»_~

' I 's been suggested that incurable gamblers are afraid to gamble om;"

"themselves, 80 they gamble at Las Vegas or the racetracks. - They lack faith

. "in their own ability and. talents, but they do have enough courage to resort -
" to negative pursuits. The. truly courageous person, however, puts his cour-:.
age to work in a positive way. SRR AP _ R T :

Admiral William Fo Halsey s personal motto, in the words of Admiral'h

-Nelson, ‘was: - "No captain can do very wrong if he. places his ship alongside‘

that of: an.enemy." Halsey believed  the best defense is a-strong . offense.’

. "All problems," he said, personal national or military" become smaller if -
"byou don t dodge them, but confront them head on.: S

William Nichols, author of Words to Live By<g wrote,. Touch a thistleA

E R

. 'timidly, and it pricks you, grasp it boldly and its spines crumble.-:d-

Granted it takes courage to’ put your abilities on the line when you 're

_fnot convinced you 're good . enough to win. . But: all. gamblers lose ‘mow and
. then. It's impossible to beat the odds.all the time. - The_successful per-
'k=son faces that reality and gambles bravely._fV- T R

General R E. Chambers, chief of the Army 8 Psychiatry and - Neurology‘;l

_Consultant Division, says, "Most people -don't know how brave" they ‘really: -
- | are. TIf they only knew they haa*ﬁeep resources, it would help give themll‘
L the self-reliance to meet more problemsf~even -a. big crisis. 'Q&f--‘*"

\ .'f-—,, Lo 5
L PR 28

o Charity N - - L ! R

Most of us think charity means givfﬁg money .or. help ‘to the less fortu-

1fnate. But” Webster: defines charity  as. "benevolent 'goodwill toward: or. love?‘;
of . humanity.v There's nothing there about money, is there? We've. heard it

said, "Charity begins at -home,"” and: that comes “very . close to the truth.
The time we - spend listening to the fear longings,,hopes,. and. needs of
others is time well spent. ‘When you're inq&ouch with the feelings of oth-

"ers, you: develop understanding. You realize the fellow working alongside
. 'you feels much the same as you do. As your respect and ‘admiration: for him .
'”lgrow, you develop those qualities 'in - yourself.» You - gain self-respeét, _
o quality that enables you to overlook the mistakes of others -as well as your_

owm. - — - S R

- . 1
Cidie Y

Most“of us can forgive'another s mistakes more.easilyfthan'our'own.

 Successful : people forgive and forget their .errors, -and ~ 1ook  ahead ;to the .~

_’next challenge.-

: disesteem is_thekdeadliestnand,hardestvto overcome. It is a pit designed

. "/'t,
0. Self-esteem ’.’7 ?
A psychologist once said '"Of all the traps and pitfalls in life, self-:j'




o\ .

A

and dug by your. own hands, summed up when we say,.TIt's_no-use - I can't.
dO itO"._"_ - . e . Ly T ‘ I o

‘ The person filled with self-doubt is jealous, resentful bitter and: de- g
. _fensive. -The" feeling of inadequacy gives rise to negative emotions. -

People who ve: lost faith in themselves ~— or never had it - become
whining and dour: folk :who . lack. self-esteem. The successful person, on the
“other hand, thinks, "I'm what I am and I’ appreciate myself for what I am."”
"And that's not egotism. It is simply ‘placing the proper value on’ what you
‘have. and working with it to :the best of your ablility. :

: %
' ”Winning Respect From Others :

_ | No ‘one else will respect you until you respect yourself. Theiperson'
~ .who keeps telling his ‘boss, "I .doubt I can-handle’ that project. I don't

think I have enough ability to- cope with' the problems I'1l1l- encounter," be—,-i

gins to convince the employer it 8 time to start looking for a replacement.

. The person who says, "I've never handled such a project before, but I'm

'glad to have ‘the chance to try. I've solved problems -just as- tough so I-
"imagine’ I can solve these,vtoo,' displays self-esteem ‘that . wins' respect
:‘from supervisors and co-workers. E I T

) Self-acceptance i'*f

The killjoy is the person who can t accept himself for . what he is. ‘He
‘wants to  be Someone else, live like someone- else,_achieve like - someone

relse. . . He's always looking ‘at- those-he thinks are smarter, - better looking, B

- more popular, more affluent. And he imitates people he admires instead of
‘.:being himself. ' e

Success isn t achieved through imitation. 1It's'achieved throEgh crea-
tivity and ingenuity.-~ o e T i} el

‘The: successful person doesn 't have time to moan about what he is or.i
isn'ts He's too busy for that. He takes what he has, what he: is, and what
“he can do, and makes the most of it. : -

L Children ould be taught,‘"I'm okay, you're okay, even if I'm not youf;
and you're nof{me."” " Children who are constantly compared to others develop °

1 seIf-doubts and eventually, poor ‘self-images. They then lack the ability._7»

to’ accept themselves as, unique individuals."' o S A

Cem
N

o Self-confidence .. f,};

f‘ The last ingredient grows out of selﬂ\esteen and Self“acceptance.~ You-
“have self-confidence when you take pride in your successes instead of ‘moan~
'ing over past failures._ ' . : :




e

' Mistakes. are simply lessons to be. learned.,'ﬁwelling on yesterday's
‘error is.as. futile as grieving over the "F" you got on a third-grade arith-
,metic test : , :

Charles. Ketterin said, 'Any young ‘perffon who. wants to be a scientist
must be willing to fﬁil 99 times before he Jsucceeds once’ and suffer no ‘ego -
damage because of it o L e ; e

. Edward W Bo&, Well-known editor, once remarked, "It's the young” man
of little faith who'thinks he's nothing who fails. = It's the young man of :
_true conception who thinks he's everything who goes out and proves it.  And

‘that doesn't spell cohceit or egotism. It simply means he does what he can
. do with gusto and ent usiasm. If. he fails now and then, he picks himself
up and remembers the times he s succeeded. ’ . '
; - _ ‘ . . _ o
You should take time ‘now and then to recall your successes. Relive'
 those successful moments in your memory  and . you'11 be reminded that you're -
‘more competent than you think you are ‘when you tve’ been put down by some,
mistake you ve made. ‘ _ Lol ‘
.l : . - -

Combine these seven ingredients whenever you strive for success.

Remember no one ‘can. give you success, sell it to- you -or make it foryf

“i:you. It's a personal effort. And ‘the personal rewards you'll receive for .

'1every effort you make . dre ‘1ikely to be even greater than ybu.expect because
- .success feeds ‘on itseLf' every time you succeed you re setting the stage

"+ for another success. . , . . R .o S e ot

i+ 4 Source: "~ The Toastmaster, April 1979, pp.28-29. = - J e
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"Rivers have what man respects and longs for in his own
life: a capacity for renewal and replenishment, contin-
ual energy, creativity, ahd cleansingf

.

‘John M. Kaufman
Flow East K

' Like rivers, many men and women are pearching for renewal and replen-3
ishment. Many of these searchers are dissatisfied with. their current ca-

.reers. In a- comprehensive report. entitled, Work in America, written by .the
‘task force of the Department of: Health, Education and Welfare, a striking’
.. conclusion was reachéd -~ that job malcontentment is quite prevalent among’
"both blue-collar and white-collar workers. Such discontent’ with work is .
-common in ‘all walks of 1life.™ 'More pointedly, Harold Sheppard and Nealf
" Herrick provide systematic evidence that increaging numbers of both. white- -
collar and  blue-collar workers fee1 "locked -in" and desire mid-career '
‘change. Consequently, the authors Eonclude, one 'should be’ prepared to have

two  or three careerg in a lifetime. Such career change seems to be becom-_

- 1ing more of a reality~with the . shifting/needs of society and the chqnging
. preferences and interests of individuals.j-" R R

L

- Many individuals who seek new careers are turning to small business'

':,ownership- ¥ Through entrepreneurship, they ‘hope  to achieve "continual
energy, creativity, ’and - cleansing - .the sense of renewal that ‘Kauf fgan
,stresses.: This article 'deals- with the following facets of ‘this process:

(1) “the - impressive statistica1 ‘data’ and - trends relating to mid-career
changes, (2):the * prevailing entrepreneurial spirit “in! d-career” tran-
“sition; (3) the’ salient and ‘petential: problems for changié§'careerists ‘who' L
.-becomé small business’ ‘ownérg; ‘and-.(4) the ways in: which ch; ging careerists

« can . become™ better: prepared to cope with their ;new midlife careers in

entrepreneurship.

o - L

Scholarly studies have inchated that career change 1s. quite common.eiA'
U S ‘Department . 6f " Labor study compared males. who were in-the labor’force(
in 196§'with those who were working in’ 1970.. It found that 32; ercent of




N

the men surveyed had
the data was categorize-u

"‘ﬁ’mhoég from 30 to 39, 3%, g'-’
5 £o 59 switched careers.
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“changes. the life: expectaﬁcy
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.J,;ted that a third of al executives who change careers will?
‘.small, one—person business. According to one business broker,@

"l who ié stalled in a career, ‘tire
and looking'for a new challenge.

‘of commuting, fed up with office routf'"

j~;}" The entrepreneurial spirit is contagious ong other professionals asw
&jf Well-v For1examp1e, large numbers of civil service employeeg will retire
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early from a government career"many of them will ,have the time, freedom, ‘
-and capital ‘to . start a: bue;%ness venture.. Also, as reported in numerous. ar:
: ‘ticles . in women's magazines, there 1s a strong" tendency today for women tC
-,consider small business” owernship ‘as an: attractive career alternative, .
‘has been’ suggested frequently.s;.‘-that they 'can’ develop an increased: sense'

3

'"L-f.vself-worth and..personal satis
' il‘.'tively using experiences
< unit., . 3

faction from such a. change, while more eff_
nd skills acquired in. managing the house ol

It slwuld be . encouraging to students’ of en.trep_reneurship to observe
 “.groving enthusiasm for small business ownership: as a’ career altetnati*e‘.
Poten"tially, at least, late-blooming entrepren

‘business -sector® and provide -added vigor to "the free - enterprise system.'
However,a this otherwise ‘pleasant - ‘prospeét: ig clouded by consi'derati "3f a’ oy
"serious practical question.-.[Are these late-blooming owners; prepared to_'._
meet the challenges and demands of a small business” S g

%3 the virtues of new .¢areers in*lself-employment, small "pusiness,? B
Qfailures are not uncommon among second.i__.’ re@rists.; Although these-”i,pdi-v

gt;veb;:,engxrs, theyp sti i ;‘y have’r
dnersh ip._ s L

consultants and gécond careerists agree that @ re—,_
. .8mall - organization ‘to,d- large one: — ‘poses. fewer.

stability.' is” greater and the ‘transition much less’ traumatic. A high level

from.a ~small to a. 1a.rge company  the security 'and. °

',*" of uncertainty 'and. turbulen 18 inheren't in- the plannin and . implementa-"""d‘
g

“tion of a- ‘gsecond career; i?this level increases with the, requirementsQand'r'-
commitments of* self-employnrent.. e LT E R
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The person entering a Second career in entrepreneurship must. be some-

and knowr edge -6 the- admi-ndstration /and ggraﬂon of diverse op rative .

}-,still’ﬁencounter seriou;s problems in. running .a small business. : "Many mana<. -
" gers-1n large: organizations become quite spoiled, specializing to such an; .

.-what of a: renailsgance: person-f_ "Small” busi jess ' management’ requires ‘a keen',"_".;." )
mind and .a desire to - 1¥arn ,within -a, number of," different areas. - For ‘the"
second careerist,;it often. requif‘es Qgiant step from'. specialized;;skills--.'-' '

; an@f managerial functionss', . A former ¥ executiVe with ‘a’large company"may 7

extent that they - fail to keep ‘up-'in other’ functional- areas.- . In a: large
o *company they were able to call- upon: other specialists — such as account-'
~ ants, salesmen, personnel ‘'mandgers,  or- legal.’ staff members‘-- to advise

“begin a'new entrepreneurial career, they may quickly learn seme harsh facts .
-'jabout their own inabilities .and: weaknesses. -For: some, it may. then be too
ate» to 3deve].op the varied skills required ,of a multifunctional manager.

_them on particular ‘aspects of. business problems. ‘Consequently, when they
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-+ - In short, . sélecting a new career - especially one in’ small business, ‘
[management ‘~="ghould ‘not be done haphazatdly CA career change of this type.
" _can’'be exciting and rewarding ‘ﬁowever, if one is not - cautious and far-
fsighted it may- prove to be a major mistake. - .Thus, - iﬁ the growing entre-”
__preneurial spirit is to flourish among changing careerists, it is_vital: to.
- develop in advance a systematic program - for starting a _new cé?eer in a.
small bdsiness.ﬁ.- A \ : :

‘ vA‘Seconditime Around"

~

l.\f» Physical and Mental Conditioni;g

bf:f Small business management often reqdlres long hours of exhausting men—z"
‘tal and physical work .In the beginning, an entrepreneur frequently has to -
vperform the physical 1abor ‘personally to save costs. This may inc¢lude such

}-fthings as' delivering and stocking heavy merchandise, cleaning "the facili— .-

e fties, working irregular hours, picking up supplies, and constantly . travel—

o ing to find new - customers, - ‘supplies, investors; or’even manufacturers”’ rep— .

.~resentatives- Abundant endurance and stamina obviously are needed when en- .
terting a-. second career of this type. A. thorough physicaP checkup' thus be--r
ocomes essentia1 before committing oneself to this or ‘any other new career. -

“”,m~‘§The prospective entrepreneur who is presently employed by a 1arge firm
. -'should. ‘be able:t #use the company's fringe. benefit package to obtain such a
‘.jmedical check=up without charge. Other aspects of the firm's ‘fringe' bene—:
- fit package also should -be evaluggfd at this point. - For example, are some
fQ'of these_benefits (such as: termglife insurance) transferable’ if a mtd-
"-_life ca“eer change is consummated, can the prospec e small business owner
.. afford
x.ffamily members used thegbptions available under 't e’umbre11a of the 1arge/
. company's fringe benefit package? Planned dental work, surgery, stock op-
 tions, and career counseling are among the opportunities that® the prospec-;'
tive entrepreneur may wish- to take advantage of before - 1eaving the 1arge"
.'company situation.‘,~ - .. : ngyp_ . . b

Family Support and Commitment

. related pri é 3 ‘E%required of
- 'them. nle "careerists -

"~ who” haye . become - self-employed If care is not " exercised ‘the small busi- |

' ness can become a. wyedge: betwéen the entrepreneur and théispouse or other

"*family members. Non-working family members may ‘even feel excluded - es-
pecially the husband or wife.who is not involved with daily matters of the -

' bsmall business. S S v

RN

g lems -of this type can be minimized {if the _career change i treatedlk
, Qas a family commitment. -All family members should have some. inpg%k
decision-making process. The need for .a. participative decision—ma ing pro-.
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‘pay . for - benefits  now.provided at 1itt1 or no cost? - Have. all vf‘

in'thea’ ].i
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geographical relocation. :
small" busipess ownership - easily can produce a"proﬁound,
psycholo%ical impact on the entire family.' ‘ -

;members ‘must’
2L ~For. this
‘communication and a spirit of . empathy among family members is/
cohesive and cooperative family unit is a major asset to the

and the Self-examining

no;*xeliable and valid.. ‘Othérs contend that the -

'bs;radt or. subjectivé“(for example, an entreprei-
self—confident") that they are ‘of little value® -

8- " be ‘helpful for the prospective owner .to. use.f
pmpare [s ‘or her personal characteristics with. those,?
fbeing ﬁésirable for entrepreneurship. Doing 80 may rew.’
1 1y Hnrecognized strengths, Weaknesses, and . needs, and help’ the
e & better, more rationa1~career choice.» A favorable evalua--
ot;guanaﬂtee sucgdss in the new business, hoWever
se’.some 111-fitted. aspiranms ‘to -eliminate small.
Individuals in the latter group then

a ernative.f

Financial Planning _Jr.'

] Tdin small business, the prospective -
preneur "should make a. critical analysis. of his or her financial sta-
EUs isets, liabilities,  and otheﬂ~reIEvl't“ tems  shoiild be’ carefully
“dentiﬁied ‘and evaluated. Some small busine wners making a mid-céreer”
éha”ge have a tendency to6'devote all of their savings to launching. the ‘new
Consequently;, little money is available -for unforeseen=emergen-

2

Another common error among second careerists is putting too muc ﬁmoney
into fixed assets.u Some falsely believe that a better: impression is given
.and more security*ds created by spending money on "brick and’ mortar.' The
finances .spent on capital items and the - physical appearance of a business -
may give the new entrepreneur a pesitive feéling in dealing with relatives,
fﬁriends, and previous business associates. Hence, a superficial justifica- -
tion is: provided for:. a major - and frequently risk—laden -—»career change.

- .- ,a
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o hThe income earned b' -spouse:often gives the - second- careerists,‘ I
Lvan, dependable _source - of nue'during he . difficult early stages of a new e
" -business. :This opportunity -has enabled ‘many to. be morg: ‘daring :than’ would -
e ;otherwise be the case in- making a. career change., HoweVer, the: ‘second in~ ' -
" come. should be used with caution. Sometimes ‘the small- business owners can _
"“become too dependent on ° this spouse 's. income as a- source of: operating. rev- -
" enue, -+ A result, . the loss. of this®income due to economic’ downturn ior - a -
’familybreiatéd ‘reason (such as’ childbearing,- sickness,f or: divorce) may"’:
ﬂprove catastrophic to the new . owner: A second income in the family- can ex-—
‘pedite .a.new career in:a smdll business, but it should not be viewed as-a

guarantee of success. E L - : Lo ST o . } , \',_ S
- - » L . R
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Develping}PrOper Contacts ‘f"J“' SRR

t

A person planning or even’ thinkimg about a second careeﬁ should take.‘gw
'time to develOp potentially useful contacts. It is never too late to formj”"
an effective business or social relationship with such key. professionals as“
bankers, lawyers, accountaqts, insurance agents, contractors, business bro—" N

: kers,-venture capitalists; marketers, business’ consulxgnts, government rep—op.f‘ ‘
resentatives, - and business professors., An examinat on“of ‘one's’ own “back= .

.. ground ' and experience wiil determine the types” and?depth .of - relationshipsQJ»
vthat should be nourished . : o

: : ‘A word of caution is‘in or er ‘One must accept, with .the: proverbial N
;“'grain of ’salt, ‘advice" offered by “relatives and” friends. who may mean. well
but, 1ack the type of . expe,tise ‘needed. Although advice of this: type is v
'«usually free and nearly"always ‘readily available, it can be. misleading and ©.
risky : Admittedly,“ -may’ be hard to turn down &ucH advice, for it
~ li tl 'cpmes fr ' : : U

. ; S ; :
B _Moonﬁighting is sometimes a desirable meanSv@E determining whether or_]l o
i not’ smgl? bysiness ownershipfis a. viable career alternative. \Moon}ighting -
is - becoming a_very common. activity in our’ society The SBA. reports that .
"starfgp and expansio lqﬁns to. side1iners increased by 27 percent _in. a re= -
"~ cent’ three-year per%éd. According,. to the ‘Society for Entrepreﬁeu hip¢~'“
Research and Application, pd%b—tima,u L.repreneurs comprise more. than half.
_of tﬁ& 7 8 million proprietors whof le: wiéﬁ,the Internal REY ue S -
‘vice.” A third source ‘concludes - that ‘one-third of 'all’ w%g? and sala y -
workers who moonlight are self-employed on- their seco jobs

:" S .- “
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. Starting out’ part time has: numerous benefits.. These'include.:

o ? 4 ‘. - ‘ b_ P I’ - v S ; _‘i,‘ . :' . .‘ 1.‘ .
) Learn lg about oneself ' R ,;1' e L

o Making additional‘income from sideline a busine&s- :
o Developing valuable contacts for future full-time relations.
.0 Learning and practicing sound managerial principles.

18"
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,It should be emphasized,, hoWever, th‘at ven ' a sideline business can. be
risky.: According to-a district director -of::the Small Business’ Administra—
tion, although" only a. smali percentage of: sideline buéﬁnesses may, actuallyg.
ffaiféoutright, about .a third fold dithin a year far one reason or anoth—' '

. }er. Nevertheless, a part-time émall ” business is 'a ‘sound ‘and compara—..
Lﬁtively safe means of pre—testing a midlife career decision.'bf> Lo R
Leave of Absence h R jxfk;..:fi'~f"'

-

“ .
Society - including the’big business - is becoming more - receptive to
‘the idea of individua1s taking temporary leaves oﬁiabéences or sabbaticals.

' By ‘this means, some people can ‘attempt a small business.on a full-time ba-
-sis without severing previous occupational ties completely. Although .many
organizations insist ‘upon prospective second . careerists making a clean

. break, and will pot’ grant-a leave for this .purpose, it is .still a worth- B

.‘while possiblity o explore. in. seeking‘to lessen the risk of making a bagd . -

occupational decision.' : oy i Do e i
o - "f??;:‘“» v_ll:‘-/

:Essential Experience‘
- L

@. if

e "Acq.

, Before changing caree avid g

~tremely helpful to - have somesprio

in thg field~one -plans to enger '
% specttve owner is able to et

TStarting any type of business, it is ex=

13 41 : a s with future customers,,s.
pliers, managers,,competit'r k> "de associations. . This experience m:
: drYpurt=time basis. .Often with a large®

[ mpany has ‘a: good management -

b

r ‘prior - experience may see
'hichnare totally unrelated

& AT ' ' Planning r " ‘: : - ‘3\,

+

evious discussion is: the idea that a person who is- .L
‘change to self-employment m&bt carefully anticipatetffg'
je “ramifications. . Prior’planming. .and investigation_”

fovunt many. factorsg type of busipess, financing, Sca~
~tion, market targe'\' competitive pr file,»foreca ed revenues,; exp€ndi-
tures, and ‘so on." ecisions on these important matters cannot be: made
-overnight. Regrettably,’insufficient planning dooms many small businesses

o Implicit in ;hé'
Fioontemplating ag'@
,and . plan for - at
‘should: take into:

to failure’ ﬁﬁmost from the beginning... : . L PR
' ”'- '."f'J* : oo . N A ~”’
Conclusions and Challenges' SR . : ST e

..’

e R o
. suggestions made in this article are. intended to. provide ‘a- frame

" work for making new ‘career decisions, thus increasing the chances,for a.
: . & : .
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successful.career transition.; Many of these Suggestions are interrelated'f'"'f
all are possiBle devices for minimizing anxietiés and uncertainties while :
investigating occupap onal opportunities in small business management., o

, As mentioﬁed . ;re rwchanges are becoming an: increasingly common aspect :
of professional life in: this country.: A responsibility, therefore, falls
on various economic segments - government, education, and business,-4 t
provide constructive programs that will assist career-change decisi0ns. o

In eddcation, for~ example, more than 17 millionﬂedults (25 years ‘and
over) are. pregently . involved in some ‘kind of ‘higher ‘education at colleges, .
universities, .or -other post—secondary schools- By the early 1980's, . ac~ - -
‘cording to Census Bureau1§stimates, adults could form»40 . percent of the. to-
talocollege enrollment. A recent:Wall 'Street ‘Journal- articles states-w
that 40 ‘million Americans are now gﬂgng through: career transitions and are .
“'prime targets. “for. higher education.® College courses .and continuing edu~
cation programs in small - business - management aré already popu1ar ‘among .
adult- students.’ HoWever, in these. courses increased attention must be -
given to ‘mid-career change-as it relates to entrepreneurship >»Also, educa
tors .in. business need to. better understand ‘adult learnﬁmg :

. adjust their Gﬁaching methods and curricula accordingly.

v r%lated concerns.
‘cals,’ leaves of absence_
-grams, 'and executive de"_
‘assistance in. career.pj ”‘

"into the area of entr

often becomes a vaiued
employer. Thus,

‘bﬁiemployment. A recent report en~ _
;American Life by the Select Com-r

‘ ctitled Small. Businesstand the Qual
?‘ ﬁitee on Small Busidess, emphasized -t
oth the owners add the free enterpri

is demonstrated by the 1980 Wh te’ Hous

- suant to -this.'interest;  and i’ recog
career entrepreneurship, government programs  ani

: _small business area shou1d be further improved

e

GeorgeﬂElliot wrote. It is neVer“gog late to be what yo
; se_Words can serve as an’ impeﬁus for® those consi ing u =~
" career changegto self-employment. Such a transition can be a crisis"f'r*

-an opportugity for self-fulfillment. With proper direction and counselingt
‘charge of ”heir own 1ives ‘and make their new careers a.

people .can take~

.\.
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