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START YOUR OWN BUSINESS BOOK


				
3RD EDITION


				
Dear Reader,


				
If you have been thinking about starting a business but are not certain you have all the information necessary to get going, this book will show you the way. Whether you’re ready to move a favorite pastime or hobby into a profit-making venture or have a concept for an e-commerce business, you’ll find the fundamental information you need to get started.


				
One of the trickiest parts of business planning is financial forecasting: predicting when a business will become profitable. This book shows you how to prepare a break-even analysis so you can plot your own path to profitability.


				
There is no reason your idea or dream cannot become a reality. As long as you go into your new venture with your eyes wide open and understand the risks and responsibilities, you should be able to bring your idea into being. Taking the time to research what is involved in starting and running a business can save a lot of pain and heartache later. There are many resources available to help you along the way, from government agencies such as the Small Business Administration, to websites such as Allbusiness.com, to entrepreneurial publications and the expertise of established entrepreneurs you may already know. Take advantage of all of them and you will soon be on the road to your own successful venture. 


				
Judy Harrington
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These handy, accessible books give you all you need to tackle a difficult project, gain a new hobby, comprehend a fascinating topic, prepare for an exam, or even brush up on something you learned back in school but have since forgotten.


				
You can choose to read an 
Everything
® book from cover to cover or just pick out the information you want from our four useful boxes: e-questions, e-facts, e-alerts, and e-ssentials. We give you everything you need to know on the subject, but throw in a lot of fun stuff along the way, too.


				
We now have more than 400 
Everything
® books in print, spanning such wide-ranging categories as weddings, pregnancy, cooking, music instruction, foreign language, crafts, pets, New Age, and so much more. When you’re done reading them all, you can finally say you know 
Everything
®!
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Top 10 Things You’ll Learn from This Book


				1. How to avoid the usual pitfalls of a young business.


				2. How to determine when your business idea will become profitable.


				3. Ways to assess risk and, even better, how to manage it.


				4. How to put together a business plan.


				5. Ideas on how to finance your start-up.


				6. Discover resources you already have that you might not have realized.


				7. How to make the most of any business online.


				8. How to turn adversity into opportunity.


				9. Tips for keeping your business in the winner’s circle after it’s up and going.


				10. The best ways to sensibly incorporate green planning into any business idea.


			

		

	
		
			
				

Introduction


				
It all starts with an idea. A really great idea—yours. Your eureka moment comes when you realize you have the capacity to take that idea, hobby, or part-time activity and turn it into a full-time profitable business. You feel in your gut you have the ability to take control of your professional destiny and achieve financial success. But are you aware of the risks and challenges of owning a business? In this book you will find the key aspects of owning a business that can make or break you.


				
Most entrepreneurial ideas come from one of two types of folks. The first are those who have a passion for a particular field, an activity, product, or service and want to bring it to market. A fly fishing aficionado may want to open a tackle shop. A corporate sales trainer may want to go out on her own and provide training on a contractual basis.


				
Another group of entrepreneurs are people who are captivated by the dynamics of owning a business. These are business school majors or capitalists who are seeking profitable businesses to open and run. For these individuals the running of a business is their passion, as opposed to a particular field.


				
Either approach can lead to great success. Whether you’re thinking about the advantages of working for yourself rather than others, or seeking various business alternatives, this book is for you.


				
Starting and running a business requires a great deal of knowledge. Setting realistic goals for yourself and your business—weekly, monthly, quarterly, and annually—is critical to success. Build step by step, and focus on getting the business off the ground rather than getting lost in dreams of a lavish lifestyle that might come with huge financial success down the road. You won’t be able to own the best hardware store in Albuquerque if you don’t have a retail location and the paint, tools, and other supplies your customers will be seeking. Once you have launched your business, continue to set reachable goals, and make new plans often, checking to make sure they’re realistic. Don’t let the business become mundane. If you lose interest, why would your customers be interested? Longevity may come from reinventing yourself from time to time with an updated look or image, or new products or services.


				
Become familiar with who your customers are—their likes and dislikes. Reading trade publications (every industry has them), networking with others in the business community, joining organizations, reading or even writing blogs about your field, and communicating with your clientele are ways to stay in touch with those people who will make or break your business—your customers. Good customer relations are critical to any successful business.


				
To start and run a successful business you’ll need a lot of information, but the basics are simple. Maintain a positive attitude, stay current with the times and market, stay focused and motivated, plan step by step, get to know your customers, and keep a close eye on all monetary transactions.


				
In this book you will find important information for each stage of starting and running a business. The book takes a general approach that you can apply to your individual business concept. You will find specifics on tasks such as writing a business plan, calculating the break-even point where your business becomes profitable, and using the Internet to grow your business. You may find yourself looking back at different chapters as you build your business, first as a concept, and then for real. The most important function of this book, and of all the resources you use when starting and running a business, is to answer your questions. By reading this book, you’re already off to a great start!


			

		

	
		
			
				

Chapter 1. Ready, Set, Go!


				
Making your start in a new business, even if it is only new to you, can be one of the most thrilling and rewarding experiences in the world. No one sets off expecting to fail, nor should you. Success will not rain down on your head, however, without a lot of preparation, diligence, guts, risk taking, and perseverance. Before you can have a happy ending, you must begin at the beginning. Read on to see if you are ready to launch your idea.


				
Self-Evaluation


				
While it is true that starting and running a business is difficult, it’s done all the time, and done very successfully, by many individuals who have built empires large and small. It’s done by Wall Streeters and by everyday people who simply want to be their own bosses. Business takes many forms and, thanks to the capitalist system, a business can flourish if it’s run well.


				
Before you even consider starting your own business, you need to determine whether you’re the right person for the job. Would you hire you? The position in question involves being your own boss and running the show, which includes bookkeeping, short- and long-term organizing, marketing, providing customer service, possibly maintaining an inventory, supervising other employees, and establishing investor relations. Most importantly, the job hinges on your ability to make many key decisions, some on short notice, and the effectiveness of your people skills, since nearly every business involves interaction with others. You may be skilled in all of these key areas, but if you aren’t, you’ll have to find other people who can assist you by providing strengths in areas where you aren’t as well versed.


				
Here’s a list of traits and characteristics that will help you to run a business successfully:


				• The ability to gather facts and make important decisions


				• The ability to stay motivated, even when the business starts off slowly, as most businesses do


				• Good organizational skills


				• Good communication skills


				• Stick-to-it drive that keeps you working long hours to get the job done


				• Physical stamina to weather the long hours and lack of sleep that may be part of the job, especially in the early stages of the business


				• The ability to get along well with many different types of personalities


				• A diplomatic manner of harnessing or managing anger and frustration


				• Confidence in your skills, knowledge, and abilities to run a specific type of business


				• Confidence in your ability to find the answers to questions you don’t yet know


				• The ability to be firm or flexible, as required, so you can make adjustments or changes in your plans


				• The ability to successfully balance a business life and a personal life


				
The last item on this list is the toughest one for many people who find that their business eats into their family, social, and leisure time. There are twenty-four hours in a day. You need to know from the outset that you can’t work all of them, or even most of them, and remain sane. While running a business takes many hours and extreme dedication, if you sacrifice everything else in your life, you will eventually have regrets and even jeopardize your own well-being, as well as the business itself. A business is not worth building if you can’t stick around to see it prosper. It’s important to be able to enjoy the fruits of your labor.
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You will need to know every aspect of your business, not just the areas that involve your particular interests or strengths. Even if you delegate some tasks, such as bookkeeping or inventory management, you will need to be aware of how things stand at all times. Sometimes small mistakes can tank an otherwise worthwhile business. Don’t get blindsided.


							
						

					
				

				
Be honest with yourself and determine how many of the previously listed skills and talents you possess. How many do you see yourself learning? How many indicate the need for a business partner (or partners) to fill the void? How many simply do not describe you? If it’s more than 40 percent, then you may not be ready right now to go into your own business. It’s better to make that determination early on. After all, if you conclude that you aren’t ready to start a business, all you’ve invested thus far is the price of this book.


				
Pros of Starting Your Own Business


				
While nonprofit organizations deploy their resources to serve the needs of others, most commercial businesses are built on someone’s desire to chase the American Dream. If you aren’t looking to reach a goal by opening up a business, then why go through all the trouble? As it turns out, there are quite a lot of pros associated with this great endeavor. Here are just a few:


				• You are your own boss. No longer are you working for someone else. You only have to answer to yourself (and your investors, the bank, the IRS, and regulatory agencies). You get to make the big decisions for a change. You may also be the boss of other people, which will let you display your leadership abilities.


				• The sky’s the limit. Hoorah for capitalism! You can become the next Bill Gates or Meg Whitman, or at least enjoy financial independence. Working for yourself may afford you the opportunity to make more money than working for somebody else. The risks are greater, but the potential rewards are greater as well.


				• You can prove yourself. You have the opportunity to use your skills, abilities, and creativity to do things your way. You can fully utilize your attributes, including ones that may have been stifled in your former workplace.


				• You’ll have a hand in all aspects of the business. Unlike working for someone else’s business where you’re only responsible for your area of expertise, you’ll be involved in all areas of the business—from funding and finance to many of the smaller daily details.


				• You’ll take pride in promoting and marketing your own company. While many sales and marketing people take great pride in the work they do and the company they work for, there is a special feeling you get when touting your own business.


				• You decide where to locate your business. Tired of commuting an hour or more every day in slow-moving traffic to get to the office? Now you can set up the office closer to home or open up a store just ten minutes away. You might even work from home.


				
From the design of the website and company logo to the sales strategy and marketing plan, it’s your call, your ball game, and your business. There’s something exciting and invigorating, yet scary, about going into business for yourself. Like a roller-coaster ride, starting a business has the proverbial ups and downs. For all the parts of your business plan that work, there will be a few parts that won’t work at first and will need revising. Good ideas will compete with bad ones, and all the positives of going into business have a flip side, reasons for not going into business.
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You’ll see many tempting ads for how to earn money with little effort. Don’t believe them. Avoid anything that smacks of a pyramid scheme in which you recruit people who in turn recruit others and somehow everyone gets a piece of everyone’s sales. 


							
						

					
				

				
Cons of Starting Your Own Business


				
Whenever there are pros, there are offsetting cons. In the previous section, you saw some of the positive aspects of starting your own business. It’s important also to be aware of some of the negatives:


				• No guaranteed salary or paycheck. There is always a financial risk involved in starting a business. Not only may you not make money for some period of time, you very likely will have to put your own money into the business. It may be some time before you’re in a position to pay yourself. Depending on the type of business, it often takes three to five years to show a net profit after all expenses, and sometimes even longer.


				• It’s all on your shoulders. While it’s good to be the king during times of prosperity, you will also occupy the throne during lean times. In other words, along with making the exciting and fun decisions, like where to hold the grand-opening party, you’ll have some tough decisions to make, such as choosing which of two valued employees to let go because you can’t afford to keep them both on the payroll.


				• You can’t please everyone. When you work for someone else, you may be able to excel in the art of making your boss happy, or even thrilled, with your performance. As the boss, however, there will be occasions when you won’t be able to make everyone or even anyone happy, and will have to make some hard choices in the best interests of the business. Keeping customers satisfied, employees feeling valued, and investors happy can be a dicey balancing act.


				• The 168-hour week. There are 168 hours in a seven-day week. You may find yourself sacrificing other aspects of your life to work a good portion of those hours. Starting a business can take away from a lot of other aspects of your life. There are numerous responsibilities and plenty of administrative details that are not the fun part of being a business owner. If finances allow, you can hire people to handle much of this work. However, you will need to train people, review their work, and maintain some control over all areas of the business. No one has the same vested interest in the overall success of an enterprise as the owner.


				• Growing pains. Some businesses grow smoothly while (most) others experience growing pains. These are the times when there may be a drop-off in progress because the market, industry, or economy slows down, or because competition heats up. You will need to be ready to ride out the storm each time your business hits a rough patch.


				
Before You Start


				
Plenty of business owners, for better or worse, don’t sit down and thoroughly develop their goals before starting out. Some of the most successful entrepreneurs will tell you that if they had realized what they were getting into, they probably would have lost the nerve to start a business in the first place. Other business owners say that they wish they had thought it all through more carefully and been able to foresee some of the pitfalls they had to deal with once the business was off and running. To get a basic feel for the road that lies ahead, it’s important to ask yourself three basic questions.


				
What Are Your Goals?


				
Yes, you want to make money, but how much and how fast? Do you see yourself running a mom-and-pop store, or do you hope to own a national chain in several years? Is this a business you hope your children will run for years after you retire, or do you hope to build a successful business over the next ten years, sell it, and retire in some exotic locale with plenty of cash? Are you looking at altruistic goals? After all, people don’t open recycling centers or even thrift shops without a sense of responsibility to the community. There are many goals beyond the obvious one of making money. You may also ask yourself how much money is enough? How will you know if you have created a successful business if you have nothing by which to gauge success?
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As crazy as it sounds, it’s possible to bring a product to market too soon, before customers know they need it. You also don’t want to be too late coming to market. The last thing you want to do is invest in launching a product or service if there is no ready market for it. Investigate the market to find if it is the right time and place for your idea before investing too much time and money in your plan.


							
						

					
				

				
How Well Do You Understand Business?


				
You don’t need to be an astute reader of the Wall Street Journal to open a business. Eight-year-olds who can barely read the famed financial paper can set up a lemonade stand and rake in some cash on a hot day. However, it’s important that you understand business principles as they pertain to your business concept. Do you have a good idea of all that is involved in running a business? This includes bookkeeping, paying taxes, paying employees and vendors, signing contracts, making deals, marketing, and operating in accordance with state, local, and county rules, laws, and regulations. You don’t have to know how to do all of this before you start out, but you will have to be ready to research what you don’t know and learn as you proceed.


				
How Will Running a Business Impact Your Life?


				
Can you emotionally and financially roll with the uncertainty a business faces until it shows a profit? Can your family handle it? Will you be able to maintain a life outside of the business? How motivated are you? How well do you deal with adversity? If running a business is going to turn your hair gray before you reach thirty-five and give you an ulcer, then perhaps the comfort and security of working for someone else isn’t so bad after all.


				
You need to assess how well you can balance the many demands of a business, emotionally and physically, with the rest of your life. You need to be able to have a life away from your business; otherwise, you’ll lose all perspective. If you neglect other areas of your life, such as family and health, in the end the business will also suffer as a result. It’s important to nourish yourself by maintaining interests and activities that refresh you. Down time away from the business actually let’s your mind sift through ideas and issues, enabling you to bring fresh thinking to your challenges.


				
Know What You Don’t Know


				
Often, the best way to get a feel for what to do is by being aware of what not to do. Instead of making mistakes and learning the hard way, you can learn from the mistakes of others. In the following sections, you’ll find some advice to help you avoid the pitfalls and common mistakes that often go along with starting your own business.


				
Determine Your Target Audience


				
Too often, when asked whom their business will appeal to, people starting a business say “everybody.” Unfortunately, while you would like everyone to be a customer, huge variations in demographics, and other factors will make it virtually impossible to attract everyone. Most businesses cater to a particular segment of the population. If you’re lucky, there will be some crossover audience, but for the most part, you’ll need to set your sights on a specific target audience of potential customers, whether it’s baby boomers, seniors, investors, athletes, or kids.


				
Don’t Act Impulsively


				
Not doing the proper research is a big no-no. You need to know all about the business you’re entering. Learn all the details. Spend time checking out locations, competitors, banks, places to find resources, and so forth. Know what permits and licenses you need to obtain. Save yourself headaches later by being prepared up front.


				
Have a Marketing Plan


				
There are plenty of ways to spread the word that you’re in business. However, all of these methods take planning. You may have the best product or service in the world, but if you don’t market it, no one will know about it. You will need to allocate funds for your marketing.


				
Don’t Ignore the Competition


				
How will you know if your prices are competitive if you don’t know what your competitors are up to? You’ll need to thoroughly check out your competition before you open your doors for business. Find out who’s selling the same products or offering similar services. Get a feel for what the competition is doing, how successful they are, and what you can do differently to carve a niche in the market. It’s also a good idea, if possible, to figure out who else may be considering coming into the market. If you get wind of a major national company planning on moving into your field, you might feel like David vs. Goliath. You might still have the edge with local connections, but it’s always best to know where you stand in relation to others in your field.
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Keeping an eye on your competition should be an ongoing exercise. You should always be looking for that little something extra to set you apart from the crowd. It might be lower prices or deluxe service. However you do it, you need to distinguish yourself from others offering the same goods or services.


							
						

					
				

				
Don’t Underestimate Your Time Frame to Profitability


				
Having a sound business plan, being aware of the competition, meeting the needs of your customers, and executing a solid marketing strategy can make your business successful sooner rather than later. However, it takes time to build a reputation and gain steady customers. During that time, you will exhaust a great deal of funding. Don’t ignore the numbers. If they tell you that it should take three years to show a profit, then don’t start spending “profits” in the first six months before you have any. Too many businesses (particularly those that are web-based) have made the mistake of spending paper profits. At first, this system worked, as everyone went along with high hopes. Then reality set in as banks and venture capitalists looked at profit-and-loss statements and said to web entrepreneurs, “Show me the real money.”


				
Don’t Cut the Wrong Corners


				
While you don’t want to spend money foolishly, you need to carefully determine where to save and where to spend money. Spending a fortune to create a product, then saving money by not having an advertising or marketing campaign is a colossal waste of your efforts. Cutting the sales force may save you money, but cripple your revenues. Find appropriate places to save money.


				
Focus on People, Not Just Technology


				
While technology can do wonders, it will not substitute for good relationships with your customers and employees. Don’t let yourself become so consumed by technology, or anything else for that matter, that you neglect to train, motivate, and appreciate your staff. And always practice good customer relations. Technology by itself cannot forge strong bonds between people. Use it as a tool to reach your objectives.


				
Don’t Bite Off More Than You Can Chew


				
Many businesses are built in phases, and for good reason. If you plan to stock your brick-and-mortar location while building a website, starting up a mail-order division, and maybe putting together a catalog to coincide with your grand opening, you may be trying to do too much at once. Even major companies roll out new products and open new divisions in a carefully planned manner. This allows them to focus on each step of the process. Start small, and let the business grow. This works best from a financial standpoint, and safeguards your time and resources, as well.


				
Thinking Like a Businessperson


				
If you’re going to be an entrepreneur, you’ll need to think like one. So, before you determine which business is best for you, take a moment to make sure you’ve mastered Business Think.


				
First, you need to see yourself as a people person. You need to be able to establish and maintain many relationships in a professional business manner, including those with suppliers, customers, investors, and the bank. You must be confident in yourself in a leadership role, being able to successfully motivate and manage employees. You need to be able to communicate effectively with a variety of personality types. Present yourself professionally, offer the short version of what your business is all about, and listen and learn from others. You need to conduct yourself maturely without letting your emotions take control. You also need to hone your networking skills. Collect business cards and practice matching names to faces so that you remember who’s who.


				
Next, you need to be both driven and confident in your ability to stay focused and not lose sight of, or give up on, your goal. Initially, your business will seem like a 24/7 proposition. Even during non-business hours, you will focus on aspects of the business and constantly be thinking of ways it can be improved. You need to be able to act and react when necessary. For example, you may be on vacation in Tahiti when you get a message that your supplier has gone out of business. You instantly need to find another supplier to make delivery deadlines. In other words, you’re never completely away from a business, if it’s yours.


				
And finally, you need to think like a successful entrepreneur by continually looking for new opportunities and figuring out how you can use them to your advantage. Your mindset must include business radar, which involves looking at products and services in a whole new way. Look for what is being done well, what can be improved upon, and what is lacking or missing. You will become much more critical of other goods and services and may find yourself thinking as a consumer advocate. A shrewd business thinker can assess the positives and negatives of products, services, and of other businesses and evaluate the effectiveness of the competition’s every move.
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It’s important to realize your strengths and weaknesses so that you can hire people accordingly to handle various areas for you. A craftsperson might want to run an Internet retail business selling his crafts over the web. He may not be versed in the technical aspects of the Internet, however, and should bring in someone who is able to set up and maintain the website.


							
						

					
				

				
Once you’re secure in your leadership abilities, have the drive and determination to see your business ideas through to fruition, and learn to look at the business world as a strategist seeing new opportunities, you will have mastered Business Think. Here’s a list of questions to ask yourself to measure your progress:


				• How well can you formulate new business strategies and research them? Can you open your eyes and ears to draw new ideas for your business from other areas of your life?


				• Can you present your business to others in an enticing, succinct, and compelling manner?


				• Are you able to establish and maintain relationships that benefit your business?


				• Do you have ways to regularly keep in touch with people?


				• Can you take feedback and criticism constructively?


				• Are you able to present a positive image of your business and get your employees or staff to do the same?


				• Can you earn the respect of your employees or staff?


				• Are you able to make customers or clients feel special?


				• Can you motivate yourself to stay focused even when things go wrong?


				• Can you motivate others and rally employees, family, neighbors, and friends around your business venture?


				• Can you handle the risks that come with starting your own business and remain focused on the long-term goal of turning a profit?


				• How well can you spot potential opportunities to enhance your business?


				• How good are you at staying abreast of new developments in your chosen industry?


				• Do you know how to keep accurate records?


				• Can you gauge how much your products or services are worth?


				• Do you have the skills for maintaining a budget?


				• Can you find ways to maximize profits through modifications of the business?


				
These are just some of the questions that you should ponder while teaching yourself Business Think. Each of these areas will become part of your mindset as you explore business possibilities. The areas in which you’re strongest may be those that point you toward one type of business as opposed to another. For example, a people person will be more likely to open a retail business or service business that deals with the public than someone who is a skilled craftsperson and is not interested in dealing directly with customers.


				
Talk to the Experts


				
It’s very hard to build a business in a vacuum. The feedback, suggestions, and opinions of others can be extremely valuable in getting a business off the ground. In fact, companies pay large sums of money for studies and focus groups that answer a lot of their key business questions before they present goods or services to the public.
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What are small business development centers (SBDCs), and how can they help?


								
Small business development centers are quasi-government agencies located across the country. Usually based in college or university settings, their mission is to coach business owners and teach them how to solve specific problems. Classes and workshops are offered and individual counseling can be scheduled.


							
						

					
				

				
Advisors need not be successful businesspeople. They can be friends or even relatives who simply promise to provide objective opinions. You might even put together an advisory board to discuss ideas with as they arise. However, someone who has already opened a business and knows how to get from the idea phase to turning a profit can be a valuable mentor.


				
Whomever you choose, be ready to ask your advisor many questions. Keep thinking of new angles to approaching your business, and bounce them off other people. Ask others to play devil’s advocate. They used to say that you could pan thousands of pieces of rock before coming up with just one piece of gold, but in the end it was worth the search. The same holds true with ideas. The more alternatives you consider, the more likely you’ll be to find the ones that are best for your business.


				
Plan Your Exit Strategy Now


				
Thinking about leaving your business before it has even been hatched may seem counterintuitive. Yet, it is one of the most important planning steps you will make. You may have a vision of taking your company public after a few years of rapid growth. You may have a dream of taking care of future generations by providing employment and income through your enterprise. Or perhaps you don’t want your surviving spouse and heirs to have to worry about the business at all. So you plan to strike a buy/sell agreement with a worthy competitor who will have right of first refusal to buy the business at a fair market price. Whatever the scenario, eventually you will no longer be involved in the business; whether you are savoring your newly fattened bank account or are pushing up daisies, an end will come. Now is the time to set forth a plan that covers a number of contingencies. As time goes on, you will want to revisit your exit strategy and make adjustments accordingly. Be ready for your harvest.


			

		

	
		
			
				

Chapter 2. Choosing a Business


				
Business dreams come in all shapes and sizes, and making one come true is an experience that can take many forms. You might be stepping into a family firm, buying a franchise, launching an e-commerce business, or hanging out your shingle. In any case, you’ll need to understand what you are in for. This chapter covers various business options, as well as ways to help you judge what’s right for you.


				
All You Need Is One Great Idea


				
Starting up a business requires some levelheaded thinking about risks and rewards, in addition to a lot of careful planning. For just a moment, put aside all the research that you’ll need to do to determine whether your business venture appears worthwhile. Dream about a perfect world in which your business is sure to be a success. Ask yourself the following questions:


				• What is it that you really enjoy doing?


				• What would give you a sense of satisfaction?


				• What type of business would make you proud?


				• What type of business could you immerse yourself in for fifty, sixty, or seventy hours a week?


				• Do you want to run a full-time business or a sideline, part-time business?


				• Do you see yourself in an office? Online only? In a storefront location? Working from home?


				
Once you’ve painted a mental picture of your perfect world, the next step is to start applying it to real market conditions and your personal situation. Questions to ask yourself at this stage include:


				• What would you enjoy doing every day that could be profitable?


				• Will people pay for this service or the products you want to sell?


				• How much financial backing do you think you can get?


				• How much of your money can you afford to invest?


				• What resources can you gather to run a business?


				• How much time and effort can you put into a business without sacrificing other aspects of your life?


				
Design the perfect business scenario for yourself. No, you probably won’t end up with that exact picture, but at least you’ll have an idea of what it is you’re looking to achieve. If, after five years, you find yourself in a situation that’s close to what you pictured, then you’ve done very well indeed. After all, since we aren’t living in a perfect world, you can’t expect the scenario to play out precisely as you envisioned.
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People who’ve become successful in business often forget to look back at their initial dream and realize how close they are. They focus on the 30 percent they haven’t accomplished and neglect to see the 70 percent they have. Always remember that most successful big businesses grow step by step.


							
						

					
				

				
For some people, the right business is centered around a practical skill, such as sewing, carpentry, or cooking, while for others it is based on knowledge or expertise in a technical area. If you are headed in this direction, surround yourself with people, articles, books, blogs, magazines, and anything else you can find to support your area of interest. Take classes to hone your skills and enhance your knowledge. Join an organization or association. The idea is to get yourself immersed in this area of interest and determine whether it is a hobby or something you really want to pour your heart, soul, and money into. Meanwhile, you also need to be looking to see if the marketplace supports your desires. Unfortunately, you may love to do something that is either too narrow in scope to make money at, or so popular that other people with the same interests and skills have already gained too strong a hold on the market.


				
Not All Good Ideas Are Profitable


				
The sad truth is that your dream venture may in fact not be financially viable. Before going too far down the primrose path, you need to answer some hard questions to determine whether your idea can succeed as a business enterprise. As part of your preparation, take the time to write a solid business plan to test the economic soundness of your concept. Find out how big the market is for the product or service you are envisioning. Be sure to look at comparable products and try to learn all you can about the costs for producing, promoting, and delivering them to the marketplace. Try to learn what kind of net profit margins exist in that industry.


				
When you are determining if your undertaking can make a profit, you will want to figure out your overall strategy. Will you be a low-cost merchandiser? Years ago there was a store in Massachusetts called Spags, which was a forerunner of the big-box discount outlets. Their famous tagline was “No bags at Spags,” which conveyed their cost-saving strategy to consumers. As with the big discounters today—Costco, BJ’s, Sam’s Club, and the like—customers had to carry their purchases out of the store without bags. 


				
Conversely, you may opt to aim for the high end of service and quality, which justifies correspondingly higher pricing. In either case, selling budget or deluxe, you need to clarify your objective and then do the research to decide if you can make a profit before you commit to a doomed undertaking.


				
Buying a Proven Winner 


				
Sometimes the fastest way to get going in business is to buy a business that is already going. However, you will need to do your due diligence before signing on the dotted line. As you weigh this option, consider the following pros and cons:


				
Pros


				• No start-up phase


				• Possibly big savings in start-up costs


				• Existing client base


				• Going concern in marketplace


				• Good will already established


				• May be able to purchase only the assets you want and not assume liabilities


				• Immediate cash flow


				• Easier financing opportunities as an existing business


				
Cons


				• Old receivables may be hard to collect


				• Customers may not be loyal to business


				• May be more costly than starting from scratch


				• Takes time and money to research opportunities of good value


				• Relocation may be necessary for you and your family


				• May be difficult to change established reputation—good or bad—in the market


				
Franchises—Thumbs Up or Down


				
Just as there are many advantages to buying an existing business, there are also specific pluses to buying a franchise. First, the product or service is established and may already have a national reputation. Marketing is structured and supported by the overall corporation. Training and guidance for success is provided.


				
Challenges to consider in buying a franchise may include finding a suitable location, a very high financial bar for the initial investment, ongoing financial obligations, and lack of flexibility in how to present, price, and promote the product or service. It also may be difficult to get solid information on the expected profitability of the franchise you are considering.
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As you ponder buying a franchise, you will want to do an honest assessment. Do you relish the structure that operating within a franchise framework will provide, or will you chafe at it? Is there a market for this product in your area? 


							
						

					
				

				
Not all franchisers offer the same degree of expertise and support. How will you know if the one you are interested in suits your goals? One way to find out is by studying the franchiser’s disclosure document, known as the “uniform franchise offering circular” (UFOC). Here you will find key facts about initial and recurring fees. The document will include the amount of your initial investment, as well as a list of references you can call—folks who own or have owned franchises. Call them and discuss their experience with this franchiser. If you are looking at a publicly traded franchise outfit, read their SEC filings, annual reports, and other public records to learn their financial track record.


				
Services


				
From dog walkers to financial consultants, people all over the world sell their expertise by performing services for others. Clowning at parties, window washing, computer repair, catering, childcare, hairstyling, public relations, graphic design, and business consulting are just some of the countless services that you may be able to provide.


				
Having the ability is only part of the plan. Like sales, starting a service business requires contacts, contacts, and more contacts. That means finding ways to spread the word and let people know that you’re ready to perform your service for a fee. You’ll need to investigate the going rate for your service, based on what others with your background and knowledge are getting. Rates will also be influenced by the part of the country where you’re planning to provide the service.
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In addition to setting fees at a profitable, yet competitive, level, you should be aware of out-of-pocket expenses your service may require, and be properly reimbursed for them. Don’t be shy about explaining that you will be charging the customer for postage for a marketing campaign or for purchasing diapers for your day care.


							
						

					
				

				
The more you specialize, the less competition you’ll have. However, the more you specialize, the smaller the potential market will be. A public relations firm for medical and pharmaceutical companies, for example, will not be in competition with PR firms that serve the entertainment industry. However, you will have to market yourself that much more carefully to your defined target audience. On the positive side, finding a niche or specialty can make you highly sought after if you’re good at what you do, and thus the word of your expertise can easily spread.


				
Sometimes, the market is in need of businesses providing your service (or has room for more). For example, an entertainment PR firm might still be able to find a market in Los Angeles, even though there is stiff competition, because the entertainment industry is so large in that area. However, the new firm may need to focus on a niche, such as child actors, and provide services or contacts that the competition cannot provide. This can make a new company valuable.


				
Billable hours are the key to making profits in the service industry. Your overhead may be low, but time is money, and you will need to keep precise records of how many hours you put into a project. Many skilled individuals fail when going into business for themselves because they don’t keep careful track of their hours and end up spending way too much time on a project without being fairly compensated. Flat fees can spell trouble unless you do the math ahead of time and calculate how much you’re actually getting hourly. A good service provider charges a competitive but fair rate and offers first-rate service with extras, while not compromising professionalism or wasting valuable time.


				
You can also set up and run a service-oriented business without providing the service yourself. You may decide to open a catering business because you know several excellent cooks and own a van. You would approach the business as the coordinator and manager, making sure that all the pieces fit together. Building a service business means finding the right mix of talented people who possess the necessary skills, the ability to work well with clients, and the ability to follow direction—both yours and the clients’.


				
The key to a service-oriented business is providing services that earn you a strong reputation. As a service provider, you can build your business through satisfied customers telling other potential customers how wonderful you are. Word-of-mouth promotion can save you a bundle on paid advertising and make or break a service business.


				
If you’re thinking of opening up a service business, consider that you will:


				• Perhaps need proper licensing


				• Need promotion and marketing


				• Have to handle the bookkeeping and record keeping—or hire someone to do it


				• Need to provide good customer service


				
Retail


				
Whether you’re selling tubas or T-shirts, the principle is the same: You’re trying to get people to buy your product. The sales approach, venue, and products are quite different, but the idea is to make your customers see why your product is right for them.


				
Retailing is a special entity unto itself. It involves selling to the public, which most often includes drawing customers to your store or sales location, even if it a virtual location online. Then you need to present your merchandise in an appealing manner. You must have strategically placed displays, a well-stocked inventory, and a store layout designed so that customers will easily find what they’re looking for as well as discover new items they’ll find appealing.


				
A traditional retail business comes with numerous specific responsibilities beyond the business plan, need for capital, and other aspects of business in general. You need to:


				• Determine which products your customers want that will also provide best profit margins


				• Find the best possible location


				• Determine which items are more popular than others and, hence, more marketable


				• Locate suppliers, wholesalers, or distributors


				• Buy display cases, equipment, and all the necessary accoutrements


				• Hire employees whom you can trust


				• Stock the store and maintain the stock


				• Establish pricing and store policies


				• Purchase insurance


				• Set up an alarm system, and possibly include cameras and a security guard


				• Offer amenities, such as free parking or gift-wrapping


				• Market, promote, and advertise


				• Keep tabs on your competition


				• Set business hours that are convenient for your customers


				
And that’s just the beginning. While you may know a wealth of information about antiques and want to open an antique shop, there’s much more than knowledge of the product that goes into a retail business. Besides all that it takes to open the store, you’ll have to market your store and establish your presence in the community. There’s also the issue of customer relations to consider. It’s important that you find ways to make the customer feel special. Some stores today go to great lengths to enhance the shopping experience and build customer loyalty. Many have adapted the airlines’ frequent flyer model by using frequent purchase cards rewarding customers with a discount or free product after certain conditions have been met. The more you offer and the better the customer experience, the lower the likelihood that your customers will be drawn to the competition.


				
Once your retail business is off and running, you’ll need to focus on maintaining inventory and adding new products. This provides you with an opportunity to get creative with new displays, promotions, and ideas to attract customers.


				
Many people thrive on the busy, round-the-clock effort it takes to open and build a successful retail business. In addition to this great amount of time and effort, it requires a good location, organizational skills, and retail know-how (which often comes from being in business awhile). It also takes a keen awareness of the industry. Ask someone in the clothing business a question about two different fabrics. If she’s been in business for several years, chances are she’ll be able to talk for five minutes on the virtues of each fabric.


				
Business-to-Business (B2B)


				
While a store has the benefit of walk-in business, and a good location can make all the difference in the world, B2B sales are very much built around contacts, networking, and creating a list of potential customers. In business-to-business selling, the product or service is tailored to commercial customers, not individual consumers. An example would be a business travel agency that caters to corporate travelers who want the best rate at hotels convenient to airports or major business centers, rather than palm trees and piña coladas. Another might be a security service that offers night guards for office buildings or stores. Business-to-business selling is also based on maintaining satisfied customers; relationships and repeat business are key. The more specific your product or service, the more you will need to rely on steady clients.


				
To build the business, you may attend meetings of the local chamber of commerce, link to websites of colleagues, or mail a CD-ROM to prospective customers. In whatever manner you do it, you need to find new clients and stay in touch with your current clients to make sure they’re satisfied. Let your regular customers know about new products and special deals, or offers that only they can enjoy.


				
A knack for selling successfully includes having the right look (polished and professional) and sufficient knowledge to present yourself and your products or services in a confident, self-assured (not cocky) manner. Presentation is very important, so you’ll need to hone your sales skills. You’ll need to demonstrate to potential clients why they should establish a working relationship with your company. You’ll also need to make sure they clearly see the benefits of your products or services.


				
Top salespeople learn that fine line between selling and overselling. They are able to hear what their customers’ needs are and immediately direct them to the right product or service. Boilerplate, one-size-fits-all selling is almost nonexistent in a day and age of detailed technology and customized services. If you need training, numerous sales courses are offered at universities and through business schools. Finding a successful salesperson as a mentor is also advantageous because he will know the tricks of the trade in the area of sales you’re looking to enter.


				
Manufacturing the Products You Sell


				
Opening a manufacturing business definitely requires significant capital. Plus, like all other aspects of running your own business, manufacturing takes ingenuity. If you can create a product that isn’t on the market, then produce and sell it cost-effectively, you’re on your way. The old supply-and-demand theory is never clearer than when you take a year to design your latest and best concept, only to find there is absolutely no demand for glow-in-the-dark toilet seats. Therefore, unless you simply enjoy a hobby and hope only to sell a few of your embroidered tea cozies to the local country store, don’t dive headfirst into manufacturing anything until you have proof that people will want what you make.
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Getting into manufacturing requires studying up on the details that make up the product. People who think about starting a manufacturing business should have both a thorough knowledge of and a strong interest in whatever it is they are about to manufacture. 


							
						

					
				

				
Often manufacturing businesses start small. They may consist of two people making clocks in a basement on weekends and selling them to local stores or at flea markets. If you enjoy making something, and can make it profitably in a reasonable amount of time, you can start a small manufacturing business. Such businesses grow as the product gains in popularity. There are numerous stories of individuals who sold an item to a local store and eventually the product went national.


				
Creating the product is only half the battle, however. There’s marketing, sales, and delivery involved, as well as keeping track of costs and overhead. One positive aspect of manufacturing is that there is often less competition because a limited number of people have the skills and resources to make a particular product.


				
Growing a Manufacturing Business


				
Consider expanding your manufacturing business not only by adding more products, but by offering repair service and by designing tools or parts that will help others use the products more efficiently. For example, if you’re manufacturing eyeglass frames, you might also manufacture, or at least sell, the tools used to repair them. In addition, if you provide training in care of eyeglasses, you can make additional income. Manufacturing today often starts with making a product, and branches out to maintaining it, fixing it, and developing new ways to use it. Then the product line expands into your new lemon-scented version, low-fat version, and so forth.


				
Bringing Your Product to Market


				
Whether you’re making jewelry yourself or have a small factory manufacturing handbags or sweaters by machine, you need to test market your goods. You may ask friends and neighbors what they think or bring in focus groups, but either way, you’ll want good, honest appraisals on the positives and negatives of the product you’re manufacturing. It’s also very important that you keep up with sales trends, particularly if you’re entering the fashion or technical arenas, where change is a daily occurrence.


				
How you introduce your line of products is also significant. Golf equipment manufacturing companies, as one example, constantly try to come up with new innovative clubs designed to hit the ball harder and straighter, balls that will travel farther, and the perfect golf shoe. They boast about the strengths of their products and the inner workings of the club or ball and compete heavily for their share of the market. It’s very important that they meet the demand for new products at the major golf trade shows that take place twice a year. They then market their wares at other golf trade shows and at tournaments around the country.


				
As in all business, marketing is key to your success. Good salespeople are also very important. If you’re running a small manufacturing business in which you’re the person behind the handmade goods, you may do your own marketing and sales. You will need to reach out to the people in your industry who represent, sell, and market the types of products that you create. As the business grows, you’ll seek out help in these key areas so that you can concentrate on creating the best product possible.
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