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      DO I HAVE TO TAKE A PAY CUT TO WORK AT HOME?


      For years Americans have been moving toward home office-based businesses. And now the self-employed are becoming increasingly

         successful. What kind of business can you start from your home? How do you get started? This book answers the most pressing

         questions you have in this exciting area.

      


      •  What are the tax advantages of working out of my own home?


      •  How can I get people to take me seriously?


      •  What kind of insurance do I need?


      •  How do I stay disciplined in a flexible environment?


      •  What is the best way to expand my business—and reinvest for greater profits?


      How to Start a Successful
 Home Business
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      INTRODUCTION


	    _______________


	    Is a Home Business for You?


      If you’re looking for a business that will generate big profits, let you work at home, and provide long-term growth, this book

         is for you. It will help you turn your nascent idea into a thriving enterprise. Whether you’re a newly minted grad or a seasoned

         employee looking for a change, there are limitless possibilities for starting a business in your home.

      


      In fact, thousands of new home businesses are started each day in mainstream fields like management consulting and public

         relations, as well as in emerging areas like multimedia production and personalized book publishing. And these businesses

         are pulling in top dollars. In an exclusive MONEY magazine poll conducted in 1996 by ICR Research, one out of five home entrepreneurs reported that their businesses earned

         between $100,000 and $500,000 in 1995. But if you hit on a great idea and develop and market it carefully, you have the potential

         to earn far more.

      


      Not sure what kind of business you’d like to start? We’ll show you how to draw on your skills, uncover a market niche, and

         hitch your efforts to one or more of the hot trends we identify. To guide you further, in Chapter 2 we profile 10 home business

         winners and explain what skills you need to succeed in these enterprises, as well as detail their start-up costs and income

         potential.

      


      From our years of experience reporting and writing for MONEY magazine, the country’s leading personal finance magazine, we can help you get your business on firm financial ground. We’ll

         tell you where to find the funding to get started (Chapter 3), how to choose equipment and set up health and retirement plans

         (Chapter 4), and how to avoid getting snagged by tricky IRS rules (Chapter 5).

      


      We’ve included many amusing and instructive stories from the real pros—the scores of successful home entrepreneurs we interviewed

         for this book. They’ll tell you firsthand what it takes to run a business, as well as how to keep your marriage and kids happy

         while you’re putting in 12-hour days at home. They’ll also share their favorite low-cost marketing techniques and how to clinch

         the next customer.

      


      While it may sound daunting, if you take it step by step, you can join the 16 million Americans who are already running businesses

         from their homes full time. We hope this book will both inspire you and act as your guide.

      


      The Time Is Right


      Chances are you’ve thought about starting your own business for years. In fact, 30% of the population is constantly thinking

         about going solo, according to the U.S. Small Business Administration (SBA). You may have a friend who happily traded the

         trappings of corporate life for the freedom, flexibility, and challenge of self-employment. An acquaintance may have launched

         a business at home that allows her time with the kids and provides for a profitable career. You may even know a recent college graduate who opted to work from home, perhaps designing

         Web sites for large, brand-name corporations, rather than joining the throngs of daily commuters. If you can’t think of anyone

         who earns a living by working at home, just look around your own neighborhood and you’ll likely meet such an entrepreneur.

         The fact is, it’s easier and more practical today to run your own business from home than ever before. And the stats are on

         your side. Small business failures are falling, according to the SBA. In 1992 fully 15% of that year’s estimated 650,000 start-ups

         went belly up within a year. For 1995 launches, the SBA estimates the comparable number will clock in at a mere 8%.

      


      Start-up costs are low. Thanks to the decreasing price and rapidly increasing sophistication of technology, you don’t need a secretary or even a

         bookkeeper to help you throw open the doors to your business. With a $5,000 investment in a basic computer, a printer, a facsimile

         machine, and a voice-mail system, you can make your office as efficient as a Fortune 500 company.

      


      You can work from nearly any location. It doesn’t matter if you live in a large metropolitan area like Washington, D.C., or a tiny mountain town like Ouray, Colorado;

         simply plug in a modem and you’ll be just as connected to the world as the legions of office dwellers in midtown Manhattan.

         While zoning regulations may restrict you from operating certain businesses—for instance, ones that increase traffic in your

         neighborhood—you’ll find that you can run thousands of different businesses right from your house.

      


      Small, niche businesses are in demand. If technology has made working from home easier and less expensive, workforce trends have made it more necessary. With companies

         ceaselessly looking for ways to rein in expenses, annual raises have been stuck for the past few years at 2% to 3%—and that’s

         just for those who have been able to keep their corporate jobs. Nearly three million people have been laid off in the past five years, according to the outplacement

         firm Challenger, Gray & Christmas.

      


      But the good news is that companies are contracting out for many of the very same specialized services they slashed. For instance,

         when contact lens maker CooperVision eliminated Julie Kaufman’s job, she turned her 10 years of market research experience

         into a thriving business. Now she earns six figures doing research for pharmaceutical companies. Better still, she has more

         time to spend with her two children and husband.

      


      There’s greater respect for home businesses. With so many educated, white-collar workers heading home to do business, there’s greater acceptance of such arrangements.

         What’s more, high-quality marketing materials you can design on your own computer will make your business look just as professional

         as an AT&T or a General Electric.

      


      There Is a Home Business for Everyone


      The clearest route to running your own business is to start with the skills and expertise you’ve developed over the years.

         If you’re already an ace software developer, for instance, you may want to market your ability to companies looking for specialized

         technology.

      


      Or it could be that during your years of corporate ladder-climbing, you noticed an entirely untapped market in your field.

         For instance, while selling ads for a trade magazine serving the gift industry, Millie Szerman noticed that gift manufacturers

         needed help with publicity. So she launched a public relations firm that helps such businesses promote their goods in print

         media and television.

      


      If you’re tired of working in the same field and want a bigger change, consider turning your hobby into a business. There’s

         nothing better than getting paid to do what you enjoy most. If you love cooking, become a caterer. If reading books is your

         favorite pastime and you like to write, become a reviewer. Whatever product or service you’re most interested in delivering,

         if you can find a market for it, you’re in business.

      


      Write Your Own Paycheck


      Working at home makes financial sense, too. If you already have a well-equipped home office, you’re halfway there. With an

         infusion of just a few thousand dollars for extra equipment, stationery, and professional fees, you’ll be ready for business.

         In fact, many well-known companies were started in the family garage, basement, or on the dining room table, including Ben

         & Jerry’s, Celestial Seasonings, and Lillian Vernon.

      


      Low overhead. A great advantage to starting at home is that your costs will be relatively low. If you were to launch your business in a

         “real office” you’d have to pay hundreds of dollars (possibly even thousands) each month for rent and hefty business utility

         rates, as well as the cost of furniture and accessories.

      


      No commuting costs (or hassles). You’ll also save by staying close to home. You won’t have to dole out cash month after month on commuting costs like gas,

         train fare, and parking—not to mention those hefty cell phone bills you racked up arranging your life from your car. You’ll

         probably adopt a more casual attire, too, and won’t have to spend hundreds to keep your wardrobe au courant and your clothes

         dry-cleaned.

      


      Deductible expenses. You’ll be able to deduct many of the expenses of your home office, including supplies you buy—everything from tape to filing

         cabinets—and possibly a portion of your mortgage, homeowner’s insurance, and utility bills. In fact, if you decide to gussy

         up your house with a new coat of paint, you may even be able to deduct part of that expense, too.

      


      You reap the profits. What’s more, all the gains will be yours. If you decide to log in 12-hour days, seven days a week, and turn your company

         into the next Netscape, the fruits of your industrious labor will be all yours. With energy, ambition, and a great idea, the

         potential for your home business is boundless. Of course, starting a business in your home is no Cakewalk. An alarming number

         of companies fail in their first few years of operation, and you could lose all the cash you socked into the business. But

         by starting the enterprise at home, your initial outlay will be modest, and your risk minimized.

      


      Having It Your Way


      Hands down, the biggest draw to starting a business at home is having more control over your time. Sure, you may end up working

         longer hours, but they will be your hours. And you’ll be able to fit in trips to the grocery store, your kid’s parent-teacher conference, and visits to see your

         mom in the nursing home without having to get clearance from the boss. You can create a schedule that fits in with your natural

         rhythms, whether that means getting up before dawn to work when your brain is liveliest and closing down at 4 P.M., or spending the mornings with your kids and clocking in your eight hours from 10 A.M. to 6 P.M. You’ll be able to listen to the radio all day, take 10-minute naps when you feel groggy, eat great meals of leftovers from

         the night before, and weed your garden at lunchtime.

      


      Because you are in charge you’re also apt to be and feel more productive. You won’t waste time in boring meetings (unless you call them), chitchatting around the coffee machine,

         or tracking down five superiors to get approval on a new procedure. You’re the boss now. And you’ll probably have an extra

         hour or two in your schedule that you would have otherwise spent in a stressful commute. According to a survey by AT&T Home

         Resources, 80% of home business owners say they’re more productive than when they worked in a traditional office.

      


      And you’ll be able to spend more quality time with your spouse and kids. The hour you spend eating breakfast with your nine-year-old

         before he gets on the school bus may be reason enough to hand in your corporate ID and head home to work. Doug Shaw, a management

         consultant in Newtown, Pennsylvania, who opened up his home business in 1993, says those ten-minute moments when his daughter

         Hannah knocks on his door to tell him about a book she just read are priceless: “Who knows how many of those times I’ve missed

         over the years.”

      


      Are You Ready?


      Sounds ideal, right? Big bucks and everything on your terms (finally). Well, not exactly. Soloists typically work longer hours,

         often find themselves longing for the camaraderie at their old workplace, and have to learn to wear many hats, from office

         cleaner to CEO. What’s more, your only financial security is yourself, and many businesses go belly-up for lack of realistic

         planning.

      


      Besides developing a top-notch business plan and a savvy marketing strategy, you’ll also need an entrepreneurial spirit. In

         fact, after interviewing hundreds of home business owners we found there were certain characteristics that the most successful

         ones shared. More often than not, they had to work at developing these qualities over the years. If the following list of

         attributes seems daunting, take heart. We give you tips in Chapter 7 on how to develop an entrepreneur’s winning mindset.

      


      SELF-DISCIPLINE


      “When there isn’t somebody sitting in the room with you, it’s easy to hop on the Internet and waste time,” says home-based

         computer and actuarial consultant Christopher Maher. “You need to make sure you get your work done. Running a business at

         home requires a discipline that’s pretty easy to find most days, but it’s harder other days.”

      


      PATIENCE


      “Sometimes you get clients who don’t understand your business and think you can work miracles in a short period of time,”

         says Millie Szerman, a home-based PR specialist featured on the March 1996 cover of MONEY.

      


      PERSISTENCE


      “I called one prospective client six times,” says advertising pro Tom Wotherspoon. “You have to be persistent with leads,

         because you never know. I make a lot of calls. Maybe one out of 10 comes through. The worst thing you can do is say I’ve contacted

         three people and they don’t want to see my portfolio. My God, that’s three out of hundreds of prospects that are out there.”

      


      AN OUTGOING ATTITUDE


      “The thing that’s carried me through with my business is that I really enjoy meeting people and talking to them,” says Loren

         Steen, owner of a home-based seafood brokerage. “And being outgoing helps with sales.”

      


      CREATIVITY


      “Unless you’re extremely well funded, money is an issue. So you have to be creative in coming up with solutions when you have

         limited resources,” says Srinivasan Sriram, who runs a software development company from home. “Just being in the game forces

         you to be more creative.… The scope of what you can do is enormous.”

      


      COURAGE


      “The first reason people fail when they start a new business is lack of money,” says home-based journalist and tax consultant

         Joe Anthony. “The second is panic. You need to be both financially and emotionally prepared to succeed.”

      


      VERSATILITY


      “I am like a one-person production company,” says children’s book writer Eric Arnold. “I am writer, public relations expert,

         and marketing whiz. It takes a lot of skills to work and do well on your own.”

      


      BUSINESS SMARTS


      “What keeps your business afloat is foresight,” observes New York City digital video producer Bernice Mast. “You have to know

         where your skills fit into the marketplace and then you have to monitor very closely how the marketplace is changing, in order

         to keep your business growing.”

      


   

      CHAPTER 1


      _______________


      Nailing a Six-Figure Idea


      Millions of people just like you dream of starting a business. Why, then, aren’t more entrepreneur wanna-bes hanging out a

         shingle every day? In fact, most of them would swiftly take the leap to independence but for one of two big hurdles: Either

         the perfect idea hasn’t fallen in their laps, or they come up with possible ventures all the time but can’t bring themselves

         to take a risk. Those in the first group think that a Netscape-level concept, poised to become Wall Street’s next darling,

         will simply come to them in the night. In the meantime, they’re stuck waiting for an epiphany. Those in the second camp, on

         the other hand, have a fresh business vision every other day. But they snap out of it as soon as they glance at their five-digit

         credit card bills and underfunded retirement plans. They can’t afford to cut loose from the corporation to follow some harebrained

         whim!

      


      Whether you tend to fall in the “waiting-for-a-sign” camp or the “can’t-take-a-risk” one, there’s a simple way to vault over

         these obstacles: research. Let’s be real—you can’t expect to wake up one morning with a perfectly honed business idea. You’ll

         have to do a lot of digging, reading, and investigating before you come up with a first-rate concept. Even once you have a

         business notion, you’ll need to test it and fine-tune it before you go solo. In fact, you’re right about not cutting loose

         from the corporation. To eliminate some of the risks of going into business, you’ll have to research your idea and test it

         in the marketplace—and that requires both time and money. In other words, hang on to your nine-to-five job and use weekends,

         the wee hours, and workplace downtime to do some preliminary research.

      


      In this chapter, we’ll help you get started by showing you how to:


      • Turn your skills into your company


      • Spot under-served market niches


      • Research trends—and tap the seven major ones we outline


      • Test your idea before you go solo


      • Determine if a franchise is best for you


      • Check out zoning restrictions


      • Avoid get-rich-quick scams


      • Protect your idea


      Leverage Your Skills into a Business


      As you begin trolling for business ideas, the most logical place to start is in your own field. Whether you’re an accountant,

         a secretary, or a nurse’s aide, you can turn your salaried job into a home enterprise. Take, for instance, computer whiz Jay

         Horowitz. He worked for half a dozen years as a programmer and systems analyst for such large corporations as Merrill Lynch

         and Citibank. “All along” he says, “I had a sideline business of clients I would see after hours.” Horowitz was smart. Before

         going solo full time, he built up a substantial network of customers. Now he develops software and provides computer support

         primarily to financial services firms and brokerages. Although his work is similar to what he did in his salaried job, he’s

         far happier setting his own hours and watching his profits go entirely to his own bottom line.

      


      If you prefer to venture out on a slightly different course, begin by seeking out new opportunities within your field. That

         way you’ll have the advantage of operating in an area you already know well. Millie Szerman, for example, used to sell ad

         space for Gifts & Decorative Accessories trade magazine. While working for the magazine, she began to notice that many small gift manufacturers needed help generating

         publicity for their products. “I’d never done public relations before,” she admits, “but I have the gift of gab, a flair for

         language, and a very solid background in sales and marketing.”These skills, combined with a strong familiarity with the gift

         industry, helped her rev up her PR business in no time.

      


      

      TAKE A SELF-INVENTORY


      It may sound like a goofy exercise you did as a senior in high school, but by writing down your strengths and weaknesses,

         you’ll stay focused on finding the business that suits you best. So take out a piece of paper, scribble down the following

         subheads, and make a list under each one:

      


      Skills. Think of all the things you’ve learned how to do over the years, such as bookkeeping, programming computers, or typing.

      


      Talents. What do you do well innately? Are you an ace decorator, puzzle solver, or organizer?

      


      Hobbies. Don’t forget to list the activities you love so much that you carve out time for them no matter how busy you are. One of

         them may have business potential.

      


      Industries I know. You may have worked in sales, for instance, in a number of different industries. Even if you’ve stayed in the same field,

         you’ve probably had some contact with other areas. For instance, journalists typically know something about public relations,

         because they often work with PR experts.

      


      Weaknesses. It’s just as important to take note of what you don’t do well. While you may be able to learn new skills, you should start a business that capitalizes on your strengths.

      


      Dislikes. Just because you’re good at something doesn’t mean that you enjoy it. Of course, keep in mind that with any business, you’ll

         have to do a number of tasks you don’t relish—whether that’s keeping careful records of expenses or finding new customers.

      


      Next, on a second sheet of paper, jot down as many business ideas you can think of that require the smarts, talents, and experience

         you just listed. You’ll be surprised by the number of possible ventures you could start on your own.

      


      


     Okay, so what if you want to pursue a business in a field that’s entirely new to you? As long as you’re willing to learn new

         skills, there’s no reason you can’t. But before you take off on an around-the-world search for a novel idea, don’t overlook

         a possible moneymaking opportunity right under your nose: your hobbies and favorite pastimes. If you’ve always enjoyed throwing

         parties, consider becoming an event coordinator. Does following the stock market’s gyrations and investing give you a thrill?

         Become a financial planner (a hot business we discuss in Chapter 2). If collecting art is your passion, start a business advising

         corporations and individuals on the purchase of art. Bottom line: Whether your skills lead you to a new field or not, you

         should pursue a business you enjoy. “Sometimes we sit here and laugh, because we’re doing something we love and people are

         paying us money for it,” says Elizabeth Cyran, who started a photography business with her husband, Franklyn.

      


      FOR MORE INFORMATION


      • The classic career guide What Color Is Your Parachute? ($16.95; Ten Speed Press) will help you hone in on your strengths and interests.

      


      • Finding Your Perfect Work by Paul and Sarah Edwards ($16.95; Jeremy P. Tarcher/Putnam) can bring focus to your search by helping you determine your

         priorities.

      


      Find a Market Niche


      While you’re hunting for ideas, keep in mind that ideally you want to hit on a business that will serve a market niche. Most

         entrepreneurs, you’ll find, launch familiar concepts like child day care, accounting, or cleaning services. As long as the

         competition in their area isn’t fierce, they can usually earn a decent living. But to make serious money in a home business,

         you need to uncover a place in the market that’s not being served by anything out there. Just consider some of today’s successful

         businesses that started in a basement, on a dining room table, or in a spare room. The accounting software company Intuit,

         for instance, came about when Scott Cook and Tom Proulx created a program called Quicken for keeping track of personal finances.

         Quicken is so easy to use that it has been able to reach a massive, formerly under-served market: the average person. Other

         homegrown businesses have had similar success. Ben & Jerry’s tapped the ex-hippie, boomer generation with its gourmet ice

         cream, and Lillian Vernon offered convenient, mail-order gift shopping.

      


      How can you find a niche? Like Millie Szerman, who noticed that there was a dearth of public relations professionals in the

         gift industry, you have to keep your eyes open to every possibility. Here are some tips:

      


      • Solve Problems. Every time a friend or relative moans about the poor service they got at a store or how they can’t find the exact product

         they need, they’re not just whining. They’re giving you business ideas—free of charge. For instance, how often have you heard

         someone groan about buying a used car that started to sputter and stall a week later? Voilà! Enter the used-car superstores

         that offer engine and body checkups and may even provide a warranty.

      


      What bothers you most about the products and services you use every day? For Carmela Cantisani the answer was that she couldn’t

         find real French salad dressing in the United States. Cantisani, an Italian-American, studied in Paris, where she became accustomed

         to fine French dressing made with rich olive oil and fresh herbs. “I was always turned off by the dressings here, and I felt

         that they were misleading,” says Cantisani. “French dressing in the United States doesn’t begin to resemble an authentic French

         vinaigrette.” After testing her idea by selling samples in local stores, Cantisani determined that she had found a market

         niche. “Each year, we sell more and more,” she says. “Now we have a nice line of three different products.”

      


      • Fill a Wish. While you’re listening to people complain about what they don’t have, pay attention to what they wish they did have. “A lot of women have said, ‘I wish I had a wife to run errands for me’” says ;Arnold Brown, chairman of Weiner, Edrich,

         Brown, Inc., a consulting firm specializing in trend analysis. “Well, now you see concierge services in every office building

         to run your errands, make appointments, even buy your holiday gifts.”

      


      • Meet a Special Need. Take a look at groups of people with needs that are hard to fill such as the disabled and the elderly. Are there any products

         or services you could offer them that would make their lives fuller or easier? For instance, you might start a limousine service

         to take elderly people to evening events at the theater or opera. If you enjoy cooking, you might prepare meals and start

         a delivery service. Or you could look into possibilities in home health care for people with chronic conditions.

      


      • Interpret New Regulations. Whenever the government changes the tax code or passes a new piece of legislation on health care, a new market niche is born.

         After all, businesses and individuals need consultants to explain how those changes may affect them. There may be new tax

         deductions they can take advantage of, or they may need to learn how to comply with a new law. Some regulations may even create

         openings for new products like medical savings accounts or new pension plans.

      


      

      CHECK YOUR LOCAL LAWS


      Before you get too revved up about your business idea, call your local zoning board, community development office, or planning

         department to find out if there are any restrictions on home businesses in your area. Traditionally, communities have allowed

         professionals like doctors and lawyers to work out of a residence, but now many are broadening the range of businesses they

         consider appropriate home occupations. Nevertheless, most planning boards place some restrictions even on permissible businesses,

         according to the American Planning Association. For instance, zoning laws may dictate the amount of parking and traffic allowed,

         the number of nonresident employees, the size and shape of business signs, the percentage of a residence that can be used

         for business, where equipment is stored, and hours of operation. Len and Carolyn Vertin of Santa Cruz, California, for example,

         had no trouble getting a permit for their bookkeeping business. But they have to comply with strict rules limiting them to

         no more than one employee and only six client visits a day.

      


      If the type of business you want to run isn’t specifically mentioned in the regulations, ask the zoning board for a variance—an

         exemption from some portion of the zoning law. Typically, this involves filling out forms detailing the business activities

         you plan to carry on at home. The board may then notify your neighbors by mail, or it may choose to call a public hearing.

         If no one objects to your plan and the board approves it, you’re in business. If you have trouble getting a variance, consider

         lobbying to change the law. You’ll need to enlist the support of your neighbors and other home entrepreneurs and appeal to

         city council members. While many home enterprises operate illegally, you don’t want to run the risk of being put out of business

         and possibly fined for violating the law.

      


      


      Keep in mind that to find a market niche, you don’t need to come up with an entirely original product or service. You can

         simply take an old product and position it differently via the following ways:

      


      • Cost. By pricing the same product your competitors offer at a lower price, you might reach a wider market. Conversely, you might

         do better appealing to a select audience by making your product more expensive. Of course, you’ll have to enhance your offerings

         to make them worth a higher price.

      


      • Service. Adding more or better service is a sure way to stand out from competitors. For instance, if three people in town offer child

         day-care services, you might offer the same service but also agree to pick up and drop off your charges.

      


      • Quality. You can also take a familiar product and improve its quality. Quicken, for example, was not the first financial planning

         tool available. However, it became the number-one-selling software because it’s easier to use than the others and has first-rate

         graphics.

      


      Tap Major Trends


      As if finding a market niche weren’t enough, you need to fill it with a product or service that you’re sure will be in demand

         for years. That’s where spotting trends comes into play. The most successful entrepreneurs possess an amazing knack for predicting

         subtle shifts in the economy. They foresee more people working at home in the future, for instance, so they create home-office

         supply stores like Staples. They sense that people will become increasingly concerned about medical care, so they start services

         to provide medical information that doctors today have less time to dispense. They anticipate more companies doing business

         overseas, so they set up global business consulting firms.

      


      To investigate the trends in your field, start attending trade shows and perusing specialized business magazines. Because

         these publications cover just one industry, they’re usually more on top of trends than a general-interest magazine. Of course,

         you should still read business magazines like Fortune, Your Company, and Business Week. “It’s also a good idea to subscribe to at least one publication that infuriates you,” says Brown of the trend-tracking firm

         Weiner, Edrich, Brown, Inc. The reason, he says: “You need to start taking in information that you would otherwise reject.”

      


      And don’t neglect to spend a few hours each week canvassing the World Wide Web. On-line research offers a bonanza of information—most

         of which is totally free. For a directory of company Web addresses, try Open Market’s Commercial Sites Index (

         http://www.directory.net), where you’ll find tens of thousands of company listings, and BizWeb (

         http://www.bizweb.com), which also serves as an electronic Yellow Pages. If you’re interested in searching a specific topic—whether it’s baseball

         cards, Barbie, or Bombay—try a search engine like Yahoo (

         http://www.yahoo.com)orAltaVista(

         http://www.altavista.digital. com). Both will ask you to enter key words and then will search their databases for appropriate Web sites.
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