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  INTRODUCTION


  Brigitte Madrian, PhD


  Small businesses serve a dual role in our economy. They are the bedrock of community life in the United States, providing goods and services that we rely on day in and day out. Restaurants, dry cleaners, car repair shops, plumbers, painters, landscapers, hair salons, dance studios, and veterinary clinics are only a few of the many different types of local small business that are part of our daily lives. Small businesses are also important contributors to the engines of economic growth and innovation. Many of the successful companies that we admire today started as small businesses run out of bedrooms and garages, including Microsoft, Apple, Dell, and Facebook, to name only a few. Moreover, the founders of these companies were all very young when they started their firms. Great business ideas can come from people of any age. If you have a great idea, perhaps you would like to start your own small business. If so, you may be wondering: What does it take to start a business? And how can I make my business succeed?


  A successful small business rests first and foremost on a great idea—a product or service that other people or businesses want and are willing to pay for. But a good idea is not enough. Successful businesses start with a plan. A business plan defines what the business will do, who its customers will be, where the firm will be located, how the firm will market the company’s product, who the firm will hire, how the business will be financed, and what, if any, are the firm’s plans for future growth. If a firm needs a loan from a bank in order to start up, the bank will mostly likely want to see a written business plan. Writing a business plan helps an entrepreneur think through all the possible road blocks that could keep a business from succeeding and can help convince a bank to make a loan to the firm.


  Once a firm has the funding in place to open shop, the next challenge is to connect with the firm’s potential customers. How will potential customers know that the company exists? And how will the firm convince these customers to purchase the company’s product? In addition to finding customers, most successful businesses, even small ones, must also find employees. What types of employees should a firm hire? And how much should they be paid? How do you motivate employees to do their jobs well? And what do you do if employees don’t get along? Managing employees is an important skill in running almost any successful small business.


  Finally, firms must also understand the rules and regulations that govern how they operate their business. Some rules, like paying taxes, apply to all businesses. Other rules apply to only certain types of firms. Does the firm need a license to operate? Are there restrictions on where the firm can locate or when it can be open? What other regulations must the firm comply with?


  Starting up a small business is a lot of work. But despite the hard work, most small business owners find their jobs rewarding. While many small business owners are happy to have their business stay small, some go on to grow their firms into more than they ever imagined, big companies that service customers throughout the world.


  What will your small business do?


  Brigitte Madrian, PhD


  Aetna Professor of Public Policy and Corporate Management


  Harvard Kennedy School
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  ONE


  Math and Business


  Lots of young people groan at the thought of math class, wondering why they will ever need what they’re learning. “Percentages again?!” you might say in math class. Or, “I’ll never use fractions in real life.”


  But you will, in fact, need plenty of the things you’re learning in math class. You’ll use percentages to figure out sales in stores, and you’ll use fractions to cook. You may use math in some way every day of your life!
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