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GUIDE TO STARTING
AN ONLINE BUSINESS



Dear Reader,

Business fundamentals have not changed in the past several decades. Even though Facebook and Twitter didn’t exist in 1993, companies still sold products or services, they still had to meet payroll, and they still had to pay taxes. While the tools have changed—and the opportunities have grown around them—profit still equals revenue minus costs.

I wrote this book because these basics are sometimes forgotten by would-be online entrepreneurs. This book is full of practical, use-it-today knowledge that can help you tool up for success—and mitigate your risks. I hope to bridge the gaps of your business knowledge, and help you to understand the nuances of online business. Finally, I include some of the most advanced online strategies, from CRM to SEO to social media.

So congratulations on taking the leap to starting your own business—or at least thinking about it. There is no better feeling than that of being in control of your destiny. Sure, owning your own business is hard work, but if you have to work, why shouldn’t you be rewarded for your efforts?

See you online,
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(@RandallCraig)
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Dedicated to my family, who have shared my journey starting numerous online businesses over the years.




Top 10 Tips You’ll Learn about Online Business


	How to avoid the usual pitfalls of a start-up business.

	How to determine when your business idea will become profitable.

	How to assess risk and, even better, how to manage it.

	How to put together a business plan.

	Ideas on how to finance your start-up.

	Enough technical lingo to know what you need—and what you don’t.

	How to use social media effectively.

	Which online business activities you should avoid.

	Advanced concepts for converting browsers to buyers.

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




Introduction

WELCOME TO YOUR NEW CAREER. Each day that you go into your new office, there will be something new: e-mails from prospects asking a product question or suppliers pitching new services; calls from your developer asking about a software upgrade; partners looking to do joint marketing; and your family asking when you will be joining them for dinner.

With the possible exception of this last point, every day is usually completely different. That is why running your own online business is so much fun. With everyone asking you questions, it is sometimes challenging when you don’t have the answers. Too many businesses fail precisely because the owner didn’t invest in himself first. Simple investments, like the time you are spending reading this book, can give you the know-how from hundreds of online start-up experiences.

Reading a book, though, won’t make you successful—only your hard work will. There are many models of success, from making a few dollars in the evenings, to building a completely online business, to using the web as another channel for a traditional business. There are even businesses that serve other online businesses: web designers, developers, and writers, to name a few.

What type of business should you start? Generally, people are more successful if they focus on the intersection of their skills, their passion, and the market. What unique skills do you have? What do you really enjoy doing? And is there a market for your service or product? What you think your business is about might not be where your business ends up. Unlike manufacturers or large retailers, online business carries the benefit of much lower capital investment; as you learn, it is easier to pivot the business in the direction of higher sales. Whatever your scale of operation, the job of finding an idea, then growing it to reach your goals is like none other. It truly is a journey of discovery—but with a big financial reward.

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 sometime in the future.

Become familiar with who your customers are—their likes and dislikes. Reading trade publications (every industry has them), networking with other online entrepreneurs, joining organizations, reading and writing blogs in your field, and connecting in social media are all different ways to stay in touch with the people who will make or break your business—your customers. Good customer relations are critical to any successful business!

As you read this book for the first time, note the areas that are beyond your direct experience. These spheres require more detailed study, but they also may point out where you need help from a college course, mentor, consultant, or a business partner. This book takes a general approach that you can apply to your unique situation. You will find specifics on tasks such as writing a business plan, calculating the break-even point where your business becomes profitable, and converting browsers to buyers. You’ll also find, as you are going through the book, that you may actually know more than you originally thought. Welcome to your new career!


CHAPTER 1

Setting the Stage!

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 of your life. No one sets off expecting to fail, nor should you. Success will only be yours though if you follow through with preparation, diligence, guts, risk taking, and perseverance. 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. Building a business is done by Wall Streeters and by everyday people who simply want to be their own bosses. Google, Apple, Microsoft all started very small—Apple in a garage.

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 marketing, sales, customer service, and possibly maintaining an inventory, supervising other employees, bookkeeping, planning, 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 online business involves interaction with others. You may be skilled in all of these key areas, but if you aren’t, you’ll either have to find other people who can assist you or tool up yourself.

Here’s a list of traits and characteristics that will help you 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—verbal and written

	A base understanding of web technology

	A 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. Many entrepreneurs report that the toughest transition is moving from a 9 A.M. to 5 P.M. job, to a 5 A.M. to 9 P.M. job. While running a business takes many hours and extreme dedication, if you sacrifice everything else in your life, you will eventually have regrets. A business is not worth building if you can’t stick around to see it prosper.
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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 sink an otherwise sound business. As you read through this book, highlight the areas that need more attention. 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.

Pros of Starting Your Own Business

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 being an entrepreneur. Here are 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.

	The sky’s the limit. 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 too.

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

	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—there is a special feeling you get when touting your own business.

	You can make money while you sleep. One of the unique aspects of most online businesses is that the company—or website—continues to earn twenty-four hours a day, seven days a week. There is tremendous satisfaction when you wake up in the morning and see a number of transactions … and money in your bank.

	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 in your home.

	The chance of a big payday. Beyond the income that you earn along the way, you may eventually sell the company.



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. Like a roller coaster ride, starting a business has the proverbial ups and downs—and that’s what makes it fun.
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You’ll see many websites about earning money with little effort. Don’t believe them. If there was a way to make a fortune that easily, the promoters would be doing it themselves—not trying to sell the concept to you.



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:


	You don’t get a 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 will have to invest 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 several years before you show a profit.

	Everything’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. Along with making the exciting and fun decisions, you’ll also have some tough decisions, such as choosing which of two employees to lay off 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 anyone) happy. Keeping customers satisfied, employees feeling valued, and investors happy can be a dicey balancing act.

	You only have 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. If finances allow, you can hire people to handle much of this work. However, you will need to train them, review their work, and maintain some control over all areas of the business.

	You are both president … and janitor. While having a fancy title on your card may give you prestige, a founder’s job also includes taking out the garbage, cleaning the washrooms, going to the post office, boxing inventory for shipping, and anything else that you can’t afford others to do. If you’re not willing to get your hands dirty, then starting a business might not be for you.

	Growing pains are common. 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.



Some of these points may not seem so challenging, and some of them may be show-stoppers. Remember, your friends and family will be on the entrepreneurial ride with you—ask them what they think of both the pros, and the cons.

Before You Start

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 their businesses 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 of running a business. To get a basic feel for the road that lies ahead, it’s important to ask yourself three basic questions.
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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.



What Are My Goals?

Yes, you want to make money, but how much and how fast? Do you see yourself running a small online service business, or do you hope to become the next Google? Is this a business you hope to pass to your children after you retire, or do you hope to build a successful business over the next few years, sell it, and retire to some exotic locale? Are you looking at altruistic goals? There are many goals beyond the obvious one of making money. And how will you know if you have created a successful business if you have nothing by which to gauge success?

How Well Do I Understand Business?

You don’t need to be a regular reader of the Wall Street Journal to open a business. Eight-year-olds who can barely read 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 basic understanding of 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? Because we are talking about an online business, it also means understanding the basics of web technology. You don’t have to know how to do all of this before you start, but you will need to research—and learn along the way.

How Will Running a Business Impact My 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?

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. If running a business means sleepless nights and ulcers, then perhaps the security of working for someone else isn’t so bad after all.

The Upside of a Down Economy

Economists can tell you about business cycles that produce prosperity and times of economic retraction. When you are considering starting your business it is important to have a solid understanding of what is happening in the larger economy overall. It is more challenging for start-ups when credit is tight, consumers hold back, and online competitors come from everywhere. Yet whenever there is economic change, there is opportunity—especially online. Here are some of the special considerations for starting a business when times are tough.

Test Your Concept for the Times

Every idea has to be put into context. In tough times, families might not be able to afford a trip to Disney, but will look for value online. A shopping referral site that focuses on discounts in a specific niche may be more successful than a “lifestyle” site selling luxuries.

Consumers Still Need Basics

Can you become a discount resource for everyday items? You may have to trim your margins, but online businesses do not have the overheads that weigh down traditional businesses. Even in prosperous times folks like a bargain.

Squeezed Out? Jump Back In

Perhaps you find yourself on the wrong side of “right sizing” at your now former employer. If your job gets cut, this can be the push you need to bring your talent to the marketplace. Sometimes customers will follow a valued relationship, which can set you up with clients immediately.
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Your former employer may take a dim view of your “stealing” customers and employees for your new venture. Make sure you aren’t on the wrong side of any agreements that you’ve signed—or the law.



Take the Long View

You, of course, need to make business decisions based on the current economic climate. When you are considering launching your game plan in slower economic times, remember that eventually the economy will pick up. Your business concept must be elastic enough to flourish in good times and bad.

Adapt Your Funding Plan

There are additional pressures for this part of the business launch when credit is tight and even angel investors—usually well-off individuals who look for early stage opportunities to put their money into—look long and hard at possible investments. It is not impossible to put together the monies you will need, but you may need to give yourself more time for this part of the planning effort. It may be necessary to think creatively about more resources for funding—without jeopardizing the ultimate success and health of the business. Later in this book you will learn more about putting funding in place.

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 sections below, 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 an online business say “everybody.” Unfortunately, while you would like everyone to be a customer, it is virtually impossible—and unreasonably expensive—to attract everyone. Most businesses cater to a particular segment of the population, whether it’s baby boomers, new moms, coffee drinkers, athletes, kids, or some other group. You need to determine your primary target audiences to be successful.

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 competitors, banks, suppliers, consultants, and so forth. Know what permits and licenses you need to obtain. Save yourself headaches later by being prepared up front. That being said, many entrepreneurs rely on their “gut” to make decisions. Nothing wrong with that—but doing some research will reduce your risk considerably.

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.

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? Check out your competition before you open your doors for business. Get a feel for what your competitors are doing, how successful they are, and what you can do differently to carve a niche for yourself.

Watching the competition isn’t just a question of their pricing either. How do they advertise? How do they deliver their products or services? What is the tone of the writing on their websites? What technology are they using? While copying the competition isn’t the goal, learning from them is.
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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, unique products, 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 repeat 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. Remember that banks and venture capitalists look at profit-and-loss statements; eyeballs don’t pay the rent—real dollars do.

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. 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 the right places to save money.

Focus on People, Not Just Technology

Just because you’re starting an online business doesn’t mean you should be blinded by technology; it’s not a substitute for good relationships with your suppliers, customers, and employees. Technology tools make success possible, but people make it happen.

Don’t Bite Off More Than You Can Chew

Many businesses are built in phases, and for good reason. You only have so many hours in the day and so much money in the bank. Too often, entrepreneurs will spread themselves so thin that they don’t have the capacity to be successful. Start with a fixed number of products or services, aim for a narrower market niche, or build only a certain part of your technology. Start small, prove your concepts, and let your business grow.

Think Like a Businessperson

If you’re going to be an entrepreneur, you need to think like one. 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 feel confident in a leadership role, being able to motivate and manage employees successfully. Present yourself professionally, offer the short version of what your business is all about, and conduct yourself maturely without letting your emotions take control. You also need to hone your networking skills. Use social media to stay connected—people expect it.

You also need to be driven, confident, and focused. Initially, your business will seem like a 24/7 proposition. Even during nonbusiness hours, you will focus on aspects of the business and constantly be thinking of ways you can improve it. You need to be able to act and react when necessary. For example, you may be on vacation when you get a message that your major supplier has gone out of business. You instantly need to find another supplier to make delivery deadlines. As a start-up, you’re never completely away from a business.

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. Look for what is being done well, what can be improved upon, and what is lacking or missing in your field. You will become much more critical of other goods and services and may find yourself thinking as a consumer advocate.
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It’s important to realize your strengths and weaknesses so you can hire people to handle various areas for you. An artist might want to run an Internet retail business selling his art 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.



Are you really ready to be an entrepreneur? 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 easily 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 prospects and clients?

	Can you take feedback and criticism without being defensive?

	Are you able to present a consistently positive image of your business and motivate 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 generate excitement in others and rally your employees, family, neighbors, and friends around your business venture?

	Can you tolerate 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 and do you have the discipline to stay on top of them?

	Can you gauge how much your products or services are worth in the market?

	Do you have the skills for working with a budget?

	Can you stay focused on tracking your cash flow weekly or monthly?

	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 to think like an entrepreneur. 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 artist and is not interested in dealing directly with loads of customers or prospective customers.

If you’ve read this section and you’re concerned, don’t be: you’ve just identified a few activities that you need to work on before you take the plunge. Address these concerns by trying the following:


	Take a course to get up to speed.

	Volunteer in a community leadership role.

	Find a mentor.

	Take on a partner with some of these attributes.

	Decide not to leave your job just yet, but look for opportunities to learn these skills on your current employer’s dime.



Even just reading this book is a big step, as these pages explore many different facets of growing a successful online business.

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.

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. Here is a white paper—a short document that explores a topic—that has more on the subject: www.budurl.com/onlineadvisory.

Whatever route you choose, be ready to ask many questions. Keep thinking of new angles to approaching your business, and bounce them off other people. Ask others to play devil’s advocate. The more alternatives you consider, the more likely you’ll be to find the ones that are best for your business.

Don’t think about asking questions only as you are working through the initial planning either. An advisory board or mentor will be invaluable throughout the life of your business. Keep them up-to-date, so that any questions that you do ask will have context.
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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.



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. 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.

One aspect of an online business’s exit strategy that is different than a traditional business’s exit strategy is the technology. Consider: if you can identify the technology architecture that is used by your potential acquirer, then technology will be one less barrier for the new owner to surmount. At the same time, if your business might be purchased as a way to acquire talent, then it would be more valuable if your team already knew the acquirer’s base technology.

As time goes on, you will want to revisit your exit strategy and make adjustments accordingly. Be ready for your harvest.


CHAPTER 2

How Much Time Will You Spend?

This is one of the most important questions as it will determine the type—and sometimes the success—of the business that you eventually start. For example, if you are looking to start your online business in the evenings, then you only have so many hours that will be available to you. If you decide to work six days (and evenings) each week, the story is very different. Neither is wrong, just different. The important thing is to make a decision—and understand the implications.

Make Money in Your Spare Time

Who doesn’t like the idea of a few extra bucks in his pocket? Trading in time in front of the TV for time online, and ending up with a second payday each week sounds alluring indeed. If you do have spare time (that you want to give up), you may be interested in one of the following options.

Supplement Your Day Job

Are you happy doing what you do each day, but are looking to make some money on the side? Or maybe, you are concerned about your job security, and see an online business as a contingency plan, just in case. Whatever the reason, the business that you choose should be one that can properly be fitted into the time that is available. Having a second source of income will give you a higher standard of living—with the job security of your current position.

Another aspect of supplementing your day job is the time that it will take you to achieve your new business’s goals. As the time that you devote is somewhat limited, you shouldn’t expect instant returns.

Be careful to avoid online businesses that move beyond the time that you have available. If you begin to work on your online business during the day, your employer will take a dim view of your daytime extracurricular activities. The whole question of your relationship to your current employer is quite important. If you are thinking of setting up a business that is partly related to your current employer’s business, be careful. Have you signed any agreements that preclude being involved in something that is competitive? Would someone (a client, prospect, investor, etc.) see an ethical issue with your competing against your employer? What legal risks might you be exposed to?

Transition to a New Career

Are you fundamentally dissatisfied with your current job? Perhaps you aren’t appreciated for your efforts? Or maybe you have been passed over for a promotion, and think that you could do better elsewhere?

If this is the case, you may see an online business as your exit plan: while you are working during the day for someone else, you are spending your nights and weekends planning (and executing) the transition to your own full-time business.

How do you know when to actually quit your day job to focus on your online business full time? Some ideas:


	When it is so busy at night that the only way to find more time to build the business is to take hours from the day. (Consider asking your current employer for a permanent reduced work schedule—e.g., a four-day week.)

	When you have earned enough money from your new enterprise that you no longer need the day job. Don’t forget to put some money away for a rainy day. The entrepreneur’s mantra is that if you don’t make money, you don’t eat.

	When you can no longer stand to go into the office every day. It takes motivation to be an entrepreneur; if you leave your day job completely drained and demotivated, you won’t have the energy to be successful at night.

	When you are unable to make deals with partners and suppliers on a timely basis because you are only available during the evenings, and they are only available during the day.



An online business is a great exit plan, but leaving too soon means taking a higher risk than you really need to.

Test-Drive an Idea

One of the magical attributes of many online businesses is that so little capital is required to start them up. An online business allows you to test-drive a concept with very little time and financial cost. If the concept shows promise, then investment can follow. Manufacturers, on the other hand, must invest in a factory and pay for inventory and logistics, product development, and human resources, just to begin.

The idea of a test-drive for your online business is simple: take your concept, set up an online storefront to showcase your products and services, do some basic marketing, and learn. At the very beginning, the test-drive is really no more than market research. If it appears that there is an opportunity, then setting up a low-cost website will let you gauge the market directly. More importantly, the test-drive will teach you about the market—helpful when you don’t have much direct experience in the sector.

Here’s an example: During the day, you are an analyst at a bank; you might be very good at financial analysis, ratios, and bank policies, but you know nothing about buying or selling crafts. You are hoping to sell crafts in an online store, and your market research shows that there is a demand. (Remember, this is just an example!)

To test-drive this concept, you make a deal with a local artist to sell her goods in your online store. Over the next three months, you set up a website to do this, experimenting with page layout, pricing, marketing, fulfillment alternatives, customer service, etc. The goal isn’t to strike it rich, but to determine the combination of ideas that will result in a winning combination—and to educate yourself about a business that may be your future. If all systems are go, then you can feel more confident with a bigger investment in time and dollars. If things didn’t work out the way you expected, then the test-drive will have saved you from making an expensive mistake.

Building an Entire Business Operation

Building a business is very much like learning to swim. There are two ways to learn: either jump into the deep end and figure it out, or start in the shallow end and take it slowly. Making money in your spare time is the shallow end; it’s lower risk because you are still getting a salary. In the tips below, we explore building an entire business operation by jumping right in.

Give It Your Full Attention

How much time does it take to build an entire business? It depends on the scale of the business that you are interested in starting. Most entrepreneurs will describe the start-up phase as long days, work-at-desk lunches, weekend work, and a stunted social life. This may seem unappealing, but consider what you are doing: this may be the biggest gamble of your life. You are investing your time, money, and reputation; calling in all of your favors; and using every corner of your network. If you are successful you will have complete control over your time, financial freedom, and perhaps a few bragging rights. If you are not successful, putting food on your table may be tough. What’s a few extra hours if they can improve your chances of success?

The challenge that many people have when making the transition from employee to entrepreneur is that they don’t give the process their full attention. Here are some tips that might help:


	Set expectations with your family and friends. You need their support when times are tough, but you also need their understanding for your long hours.

	Use a time planner to manage your time. Microsoft Outlook, Google Calendar, or an old-style paper calendar all can do the job.

	Bring a notebook with you to capture ideas while waiting in line, transit, etc.

	Be intentional with your nonwork time: schedule in exercise, family time, professional development, and community leadership.

	Use technology to help. A smartphone and a tablet can help you be more responsive. More importantly, they can help you monitor your online business wherever—and whenever—you choose.

	Choose to spend your time on the highest value activities. Before starting a particular activity, ask yourself if there is a higher value activity that you really should be doing. If you do this before you sit down in front of the TV, you would probably watch a lot less of it.



Keeping just a few of these things in mind during your transition can reduce your stress—and increase your chance of success.

Consider the Entire Business Cycle

Every business follows a cycle, and online businesses are no different. There is a specific value chain from the availability of a product or service, to the ultimate delivery to a customer. Your value chain should include the following:


	Ensure availability of your product or service (by manufacturing it, buying it from someone else, or having service hours available)

	Marketing (finding your customers)

	Sales (getting customers to complete transactions, and collecting the money from them)

	Delivering the product or service



Underneath these steps are accounting and finance, human resources, and technology.

Each of these items—which also will appear in your business plan—needs to be set up. If you design a wonderful website to sell a wonderful product, you won’t be successful unless you think about how to drive people to the site—marketing. And if you forget to ask people what they want (marketing again), you might not even be selling the right products! At the beginning, if you’re not sure what to do, spend some time brainstorming with friends and family. Later chapters will fill in many of the blanks if you’re still not sure.

Take Alternative Approaches

How many routes are there between your home and your favorite store? Likely quite a few. Some are faster, others are more picturesque, and yet others avoid major streets. No one is better than the other; the appropriateness of a route depends on you. Likewise, there is more than one way to build a business online, each with its pros and cons:

Start-up: A pure start-up is very much like a completely blank page. As the founder, you can draw on that page whatever you like. You choose the products, market, channels, and marketing approach. You provide the initial financing, the website design, even the name of the company. You can do it by yourself, or if you prefer, do it with a partner. Pros? You have complete control over everything. Cons? Complete control might be overwhelming, and even riskier if you don’t have a wide background.

Franchise: There are a number of companies that have a template for an online business that you need only purchase rights to, and they will provide you with a manual and training on their processes. Typically, they will have a ready-built website where they simply slot in your information; they will do the online advertising, e-commerce, and product delivery.


[image: ]

A franchise business is a significant investment, and should be looked at as such. Take the term sheet/franchise agreement to an attorney who is experienced in franchise law for a review.



Seek out others who are in the system, and ask about their experience and their financial success (or lack of it). Again you have pros: a ready-built, proven business, where you need only slot in your time and energy to be successful. And you have cons: you are constrained by what is in the agreement, and cannot go beyond it. For example, you may not be able to do separate online advertising or use the logo offline, without explicit permission.
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