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Preface

Why I Wrote This Book

I wrote this book to fill a gap. When I started my retail business in 2002, there were plenty of how-to-start-a-small-business books around and I voraciously read as many as I could. There were also plenty of books out there by successful business folks. For example, Pour Your Heart Into It is about the success of Starbucks, written by CEO Howard Schultz. Books like these can serve as a wonderful inspiration. (See Appendix D for a list of great books you should read if you’re contemplating starting a small business.)

However, when I was opening my retail store, I was looking for a different kind of book—I was looking to read about businesses like mine; I wanted to read about people going through what I was going through. What happens in between the time when you get your business license and when you (hopefully) become wildly successful, I wondered. You don’t grow a business like Starbucks overnight.

The content in that first set of books on startups only talked about what happened before the business was up and running; the latter set of books skipped over the really hard parts of the day-to-day life and hardships of the new small business owner. Yes, Howard Schultz wrote about the early days of Starbucks, but he was writing with the knowledge that in the end, it worked. In the end, he wound up with a huge, successful corporation. Most people who write these types of books do so from the top of the mountain, not while they’re making the climb.

Let’s face reality: the majority of small businesses are lucky to be around after the first couple of years. The ones that survive the startup stage can be very successful and bring in a steady income to the owner. Knowledge about what that post-startup-trying-to-keep-head-above-water-and-numbers-in-the-black stage … that’s what I was looking for. Even though I found Mr. Schultz’s story very inspiring (he came from nothing and “Look at me now, Ma!”), most of what he went through with Starbucks didn’t feel like it applied to me, so I didn’t connect with it.

One of my passions has always been writing, so with not quite two years of retail under my belt, I decided to start writing about my business, The Pot & Bead, while all the problems and joys of new, small business ownership were still fresh. The wounds from my mistakes still stung, and the little joys of a great compliment or an awesome sales day still kept me going. As I finished Part I of the book, my store was approaching its fourth anniversary.

I kept writing because the story kept on going. I continued running the business and gathering more useful tidbits for other would-be small business owners.

A lot was happening in that third, fourth, and fifth year of business. I was living a double life—I had a full-time career working for someone else and continued to be a business owner, while trying to figure out how to balance the two or make a change. I couldn’t live the double life forever.

This book is written mostly as a memoir because that’s exactly what it is. It covers the start, middle, and end of the life of a business with all the ups and downs that went with it. As you read through it, you’ll notice that there was a pretty fundamental shift in my attitude about the business in Part II. For the first few years, the business really was successful; I wasn’t taking home a large salary at the time, but I maintained a positive attitude and was hopeful for growth. In the last few years, especially when I started to lose money and I couldn’t implement an easy exit strategy, my mood declined with it.

If you’re thinking about starting a business, retail or other, then use this book as a supplement to all the “how to start a business” books out there.What I’ve written is about what it’s like once you’ve started a business. I talk a lot about the mistakes I made, a lot of which are fairly common, and by reading this book you’ll be in a much better position to avoid making the same ones. If you’re already in business for yourself, then you might see some similarities between my situation and yours. Either way, I hope you enjoy reading this as much as I’ve enjoyed writing it.

I hope this book will serve as an inspiration to new small business owners who are also trying to survive their early years in business. I also hope it will fall into the hands of those thinking about going into business for themselves for the first time, particularly those going into a retail business. Retail is not easy. It requires lots of hard work and dedication and sacrifices in terms of income, family, and time. Many people think of retail as a “build it and they will come” type of business. That’s simply not true. This book should serve as an insight into what really happens in that cute little store.

I’d like to thank all the people who were there for me at the start and end of The Pot & Bead. While I worked very hard at the business and at this book, there were so many people around—friends, family, employees, customers, coworkers—who were extremely supportive and without whom things would have been much more difficult. The person I have to thank more than anyone else is my dad, Raymond Mignogna. He was a source of support and advice from day one through the end. He helped edit the book and was always there providing advice. Unfortunately, he passed away before the opportunity to republish this book came up, so I’d like to dedicate it to him.


PART I

My, What a Cute Little
Store!


Introduction

“Entrepreneurship is working 80 hours a week so you don’t have to work 40 for anyone else.”

—Corporate CEO Ramona Arnett

Hi, my name is Adeena and I owned a small business.

You would think that there would be a psychiatric support group for small business owners; the amount of time, effort, and work borders on the masochistic. The sacrifices are great, but at the end of the day, the rewards can be even greater. Yet, you have to wonder about people who start their own business … no matter who they are or where they come from, the odds are undoubtedly stacked against them.

That was certainly true in my case. I had a nice, neat little career as an engineer in aerospace, a field I had been interested in since I was a small child. (I’m basically a complete science geek.) That was the only side of me most people ever knew about. I worked on designing and operating satellites, dreamed about being an astronaut, and read science magazines and science books all the time.

When I decided to open my own store, a lot of folks I knew were baffled by my desire to not only work for myself, but to work in a completely different field. However, those who really knew me, my family and close, old friends, knew entrepreneurship was always something on my mind and something I knew I would do. At the end of the day, I needed to be the one calling the shots. I’ve always known that the only way I would have great rewards in life and be happy would be by taking great risks.

I’m sure those last two sentences ring true for a lot of you reading this book. You’re ready to take that risk (or you’ve already started), you know the odds are stacked against you, and you’re looking for some moral support. You want to know how others have dealt with the first difficult years of owning their own business.

There are lots of books you can (and should) read about starting your own business. (See Appendix D: The Reading List.) There are books that cover the how-tos, the legalities, where to get money, and other things. Many books tell you how to start a business, but not many deal with what happens right after you’ve made that leap. This book will tell you about all the little pitfalls that happen along the way and how to not let those pitfalls get in the way of your success.

This book, while focusing on retail businesses, can and does apply to any business in those first couple of years. No matter who you are or what type of business you have, you’ll hit some snags along the way. I’m here to tell you to read on and hang in there! You’ll make it through! You have a dream, you have a goal, and you can do it!

The purpose of this book is to give you some idea of what to expect (and not to depress you) if you decide to become a small business owner. It might, however, convince some people not to go into business for themselves.

Look at the statistics. In 2008, it was estimated that about 630,000 new small businesses (“new firms” according to the US Small Business Administration) were created. But in that same year, there were ­approximately 595,600 closures and 43,546 bankruptcies. For each year through most of the past decade, there were also more closures than there were new firms.

The SBA maintains a website (www.sba.gov) that anyone contemplating starting a new business should use as a source of research. If you browse through the “Office of Advocacy” section (that’s a good source for small business statistics), its FAQ page states that:

“Two-thirds of new employer establishments survive at least two years, and 44 percent survive at least four years, according to a new study. These results were similar for different industries …

Earlier research has explored the reasons for a new business’s survivability. Major factors in a firm’s remaining open include an ample supply of capital, the fact that a firm is large enough to have employees, the owner’s education level, and the owner’s reason for starting the firm in the first place, such as freedom for family life or wanting to be one’s own boss.”

It’s those first couple of years that can make or break a business. At the time I started my business, many other people started theirs. A year, two years later, I was still in business while others weren’t. Five and a half years after I started out, my doors closed, becoming another statistic.

I hope that by writing this, I can give you some insight into what really goes on “behind the scenes.” I call it “behind the scenes” because ideally, your customer only sees your best—they should have no idea how much stress and aggravation you’re really going through. The downside is that when customers see what I call the “cute little store,” it looks like something they can do too, and many times, they do. I don’t want you to be one of those who sees the good side and decides to open a business based on that feeling alone—only to have it fail. If it fails, you can potentially lose a lot of money and disrupt the lives and well-being of your spouse and kids as well as the rest of your own future.

When I started writing Part I of this book, the store had been open for about a year and a half and my business wasn’t 100 percent out of that early, risky time period. My business had already survived a lot of unexpected occurrences and hardships, but I knew we would make it. As I finished the first part, we’d been open more than three years and we were on track to be in the 44 percent that the SBA says make it to four years!

Why were we surviving while others weren’t? I believe it was a combination of a lot of upfront preparation work and a good dose of luck. For example, some days I thought how lucky we were to have the location we had. But then I remembered how we got there: all the places we looked at that weren’t quite right, examining the demographic numbers of all the possible locations, getting information from other businesses similar to ours across the country, etc. It was luck that the right place existed, but it was also a lot of work to determine that it was the right place, to negotiate and sign the lease, and to keep it going.

I’ve written some articles and talked to some folks about the perils of business ownership. I’ve occasionally been criticized for being depressing. I prefer to look at it as inserting a dose of reality. That’s because it’s not all good stuff—it’s not all fun and games.

Around the time I started writing this book, I spoke with a ­customer who, while she was sitting in my shop, told me about how she was thinking of opening up a store of her own. She and a friend had recently been laid off and were thinking that this might be their opportunity to go out on their own. I’m always willing to talk to people about my ­experiences in starting up a business, and I’m always willing to refer ­people to the resources I’ve used (accountant, lawyer, local Small Business Development Center, etc.). Well, the perception she (and a lot of other people) had is that not only was my business doing well, but that I was personally financially successful. I explained to her that yes, the business was doing well, but that no, I was personally not receiving much financial benefit. That shocked her. She wasn’t sure she’d be able to handle the drop in compensation and has since reconsidered her desire to open her own store.

I started writing this book in the middle of 2004. At that time, I expected to take home maybe a fifth of what my salary was when I was an engineer. It turned out to be less than that come the end of the year.

I took an informal survey of people I know who were in a similar type of retail business as mine: Only 15 percent were able to say that their salary was $30,000 a year or more, while 12 percent said they were not paying themselves anything. That leaves about 70 percent who were paying themselves less than $30,000 a year!

In Chapter 11 (Hard Work Does Not Equal Money in Your Pocket), I go into a little more detail about how my income went down and up and down (and up and down again) while owning this business.

Basically, I don’t want you to wind up in the same situation as these folks:

•    One retail business owner I know closed his doors after only a year. He estimates that he is $100,000 in the hole. This money was spent mostly on furnishing the retail space and paying rent.

•    Another retail business owner I know decided that this wasn’t for her and figured she would try and sell the business after being open for a year and a few months. After about 7–8 months on the market, she sold it for a steal. After everything was said and done, she wound up in about $10,000 of debt. I think what upset her more is the toll this had taken on her two young girls. She told me once while she was in the process of selling her business: “I haven’t been able to give either of them a birthday party in two years.”

Read this book and think about all the hard questions you’ll need to ask yourself while you plan your business. (Why do you want to own your own business? Do you require a certain salary to support yourself and your family?)

This book should either inspire you or have you saying “Oh, wow, I had no idea it was like that.” Each of the following chapters should provide some insight into the different aspects of owning and running a retail business.

Chapter 1: The Pot & Bead: A New Life

What prompts a seemingly normal engineer to up and quit her day job and open a retail business?

This chapter gives the background story to my successful retail store, The Pot & Bead, a contemporary paint-your-own pottery studio located in Ashburn, VA. I’ll discuss how the lessons I’ve learned are applicable to almost any retail business and to new small businesses in general.

Chapter 2: You Want to Do What? Perceptions of Retail

When you own and run a cute little store, you’ll often overhear customers say how they wish they had something like it. As a store owner, there’s an amazing mix of emotions resonating through your body all at once that could prompt a meltdown: 

1. You’re flattered. It’s nice to hear that they like your store.

2. You’re chuckling inside. If they only knew how much work it took to have that cute little store.

3. Your blood is boiling a little. Are they going to try and open something exactly like it right down the street?

People have their perceptions, often misconceptions, about what retail is and what it takes to run a retail business. This chapter discusses those ideas.

Chapter 3: Leasing, Landlords, and Opening Late

This chapter tells the tale of obtaining the lease for the location of The Pot & Bead and all the trials and tribulations involved. It’s a lesson in research, following your instincts, and negotiating.

Chapter 4: Safe and Secure

Burglaries can happen. It happened to us. We survived. There were things that could have been done to prevent our burglary that I wish I had known then. I’ll tell you all of those things in this chapter so it hopefully won’t happen to you, too. Protecting your business, from burglaries and other disasters, is a must for business owners.

Chapter 5: Employees

When I counsel people about starting a new business, I remind them that one enormous difference between a home-based business and a retail business is the need for employees. A retail business needs and depends on its employees.

As the owner of a successful retail business, you can’t be there during all hours, every single day. (Okay, you can, but you probably will wind up resenting it.) So do you hire someone and hope to hell that when you’re not there everything will go just fine? Almost. In this chapter, we’ll talk about how to hire, retain, and treat your employees.

Chapter 6: Follow Your Gut (Or How to Lose a Lot of Money Trying to Buy Someone Else’s Business)

This chapter talks about the biggest mistake I made in the first two years of running The Pot & Bead. I attempted to purchase another business similar to my own. It didn’t go well and I lost a lot of money. Why? I didn’t follow my gut.

Chapter 7: Customers … Ya Gotta Love Them

In this chapter, I will teach you to recite the mantra “I love my customers, I love my customers.” I define customer as “someone who gives me money.” Without them, I wouldn’t be in business. I love my customers.

This chapter is the support room for getting past the few customers who are crazy or just plain mean, and will help show you how to appreciate the nice customers who make the business worthwhile.

Chapter 8: Competition

I define competition as “someone who takes my money from my customers.”

Who is “the competition”? Why should you care? How do you deal with it? This chapter answers these questions.

Chapter 9: They Gotta Know You’re There

The bulk of the ongoing work in a retail (or any) business is marketing. Unleash your creative side and have at it, but wait a while to see the results.

Chapter 10: Putting the Social in Social Media

Social media was in its infancy when I had my store, but it’s a key component of business today, so I was compelled to discuss it here.

Chapter 11: Hard Work Does Not Equal Money in Your Pocket

Admit it—this is one of the top reasons you want to be in business for yourself. You want to make more money than you have right now. Until that happens, you might have to borrow some, will definitely have to spend some, and will hopefully collect large piles of it.

Chapter 12: Other Things That Keep You Up at Night

This chapter discusses some of the other random things that go wrong in day-to-day business. This will largely involve all the stuff that breaks, the weather, and my own arch-nemesis, Water.

Chapter 13: How to Survive Those First Two Years

In this chapter, I will give some useful information for getting through the startup phase of any business, but particularly retail. It will include basic information on:

•  Business planning

•  Organization

•  Your team of experts

•  Building a support system

•  Putting your personal finances in order

•  Keeping yourself healthy

•  stress-relieving and sanity-keeping techniques

If you do decide to go ahead with your eyes wide open and the advice in this book, you may end up with your own successful cute little store!


Chapter 1

The Pot & Bead: A New Life

I always knew I wanted to work for myself. I also always knew I wanted to work in the space industry or in space. When I was about six years old, I knew that when I grew up, I would own my own company; we would build robots and we’d be doing this on the moon. (At the time, I didn’t know that we hadn’t been to the moon in a while, I thought we went there every day.)

While in elementary school, I would dream about being called President. I knew about college and believed that I needed to get advanced degrees in a science (computer science and robotics were at the top of my list back then) and in business. I would make pretend business cards for myself. I even started a couple little businesses … I had a lemonade stand set up at the end of the driveway, and at one point collected rocks off the beach, polished them, gave them cute names, and attempted to sell them as display pieces.

As I grew older, my goals became a little more in tune with reality. I still wanted a career in the space industry and I still wanted to own my own company. I went to school at the University of Maryland and earned degrees in physics and astronomy. (No-Nonsense Note: A lot of folks have asked why not simply major in aerospace engineering. Well, when I was nearing the end of high school, folks who were graduating with aerospace engineering degrees were still having a tough time finding jobs in their field. I thought that if I got my degree in AE, I would be trapped in something very narrow. I note this because at times in this book I talk about understanding your own strengths and weaknesses, and one of mine is that I’m not very detail-minded. Narrowing myself into one little niche for twenty years, while exciting to some, brings on something akin to a claustrophobia attack when I think about it.)

My physics professor in high school had his undergraduate and graduate degrees in physics and he had done a little of everything during his life: he worked as an engineer, he worked as an astronomer, he worked for different companies doing different things, he taught, and now I believe he’s writing, too. I saw physics as something that could lead me to a lot of options afterward. Keeping my options open, not cutting off any opportunities, is something I’ve always seen as the right thing to do.

During college I worked in a group doing mechanical design and drafting. I was very lucky—at the time, the work I was doing was exactly what I believed I wanted to do during my career. We were designing and building a scientific instrument that would go on to sit on a satellite and study the Sun.

Is this relevant to owning your own business? Yes, most definitely! It relates to knowing yourself. I like to create; I like to do new things and make new things; I like to start with nothing and wind up with something to show for the work I’ve done. Entrepreneurship also takes quite a bit of creativity and the desire to make something where there was nothing before. This is only one facet of entrepreneurship though and there are several other attributes an entrepreneur needs to possess. I’m convinced that in order to be successful, you don’t need to have all the traits, but you do need to be able to know which ones you have and which ones you don’t. For the ones you don’t, you need to be able to find others who do have those skills to supplement yours. (See Chapter 13: How to Survive Those First Two Years.)

After college I worked for several years in various space-related engineering jobs. While working the day job, I tried to be a consultant on the side. I was a computer aided design (CAD) drafter. I had the proper software and computer equipment I needed at home. I had the know-how and I even had some apropos business cards printed up (they looked like a blueprint—quite charming if I do say so myself).

The CAD consulting thing didn’t work out too well—the 40+ hour work week interfered with my ability to find consulting work—and consultant-entrepreneurs need to devote a significant portion of their time to selling themselves and marketing their own services. I didn’t have the time or money to invest in this part of a business back then, so I wound up doing only one job as a CAD consultant. (A couple years later, I was lucky enough to be in the right place at the right time and did a couple software consulting jobs, but it was pure luck that got me the gig—it wasn’t enough to really make it as an independent consultant.)

In the day-job career, I progressed to smaller and smaller companies, moving a little closer to a management position in each company. I learned more and more about financial matters, business, sales, marketing, etc. I knew I wanted my own aerospace company and I knew it was only a matter of being prepared when the right idea and right opportunity hit me. I read books, I talked to people, I even thought about going back to school part-time to earn an MBA.

All that time I was keeping my eyes open for that idea that would lead me to break away and start my own company. I amassed a decent collection of “how to start your own business” books.

Well, I was certainly learning a lot. The biggest thing was that commercial aerospace was not making a ton of money. Who wants to buy a small satellite? Anyone? Anyone? It was very hard to keep a small company going.

What really opened my eyes was this: The last company I worked for, in its heyday, had about sixty employees and two main contracts (i.e., –customers). Instead of doing some good engineering work, a lot of my job was fighting to keep one of those customers happy so they would continue to pay us. Why? Because if they went away, we would have to cut everyone’s pay, or lay people off, or even close our doors!

This didn’t make a lot of good business sense to me. Yes, it is very important to keep your customers happy … absolutely! But what if focusing on customers’ happiness in the moment means you’re not focusing on getting the real job done? Giving them the lollipop they asked for now might ruin the special dinner you promised them at the end of the day. (I was starting to have a lot of issues and arguments with my –managers … no, I didn’t have as much experience as they did, but the way they acted and made decisions didn’t seem to make common sense to me.)

A lot of independent consultants I know are in a similar boat. They’re dedicated to one or two customers at a time—and need to keep those customers to keep themselves in business. That leaves little time to find the next customer. Most consultants in this situation will have on/off work and inconsistent money coming in. That wasn’t a life that sat well with me. It was at this point that I truly gave up the idea that I would be a consultant in my spare time or give up my day job to start a consulting business.

For those of you who are comfortable with, and able to lead that kind of life, more power to you! There are some definite advantages to that kind of entrepreneurship. The potential to work out of your house is one of them. Later in this book, I talk about some of the horrors I’ve endured in renting retail space. After dealing with that, I’d probably give my right leg (maybe not a leg, but at least a pinky toe) to be able to solely work from my home office.

When I finally realized that having a small aerospace company was not likely in the near future, I looked for something else. After I had bought every “how to start a small business” book I could find, I then started collecting and reading all those “how to start a______” (fill-in-the-blank) kind of business—everything from coffee bar to restaurant to real estate.

It happened one day that I came across the Paint-Your-Own-Pottery (PYOP) concept. One of my sisters had recently painted a small dish for me as a wedding present. It was in the shape of a half moon (she knows how I’m into everything “spacey”) and she had painted a light blue background with a face on it. It was my favorite wedding gift and it still hangs on the wall in my living room.

One day, I was sitting in Starbucks with my soon-to-be business partner (more about business partners in Chapter 2) who was going off about how people don’t give handmade gifts anymore. I corrected him by mentioning that dish my sister painted for me. I also mentioned that she’d taken my young niece to a paint studio a couple of times. (There’s a very colorful figurine in the shape of a snake sitting in my dad’s office, a fish on their mantle, and at least one picture frame in the dining room.) My partner then recalled that he had taken his daughters to some places like that back when they lived on the West Coast. That was the light bulb. It was so bright I think it filled the room.

How did I know this was the right idea for me? Well, at this point, I was already very familiar with business plan writing and already knew a little about finding financing. Remember all those books I’d collected? Well each time I started looking into an idea, like the coffee bar or real estate business, I would start writing a business plan. When the plan didn’t seem to go anywhere, I’d stop and move on to the next idea. I was waiting for the right idea to come along and fit in. The more I started researching the PYOP concept, the more my gut told me that this was the right thing to do. And about seven months after starting the business plan for The Pot & Bead, we were open for business.

So what was The Pot & Bead? We were a paint-your-own-pottery and bead-your-own-jewelry craft studio. Customers could come in any time we were open, pick out a “blank” piece of pottery, also known as “bisque,” paint it, and leave it with us to glaze and fire in a kiln. Customers got the pottery back one week later and it was food, microwave, and dishwasher safe.

Customers could also come in to bead jewelry. They could make necklaces, bracelets, anklets, and more. We did all the “hard” stuff, like attaching the clasps. The customers picked out beads and strung ’em. The best thing was, they got to wear their creations home that day.

Additionally, we hosted parties. Mostly for kids’ birthdays, but also adult parties, teambuilding parties, scout troops, and more. Party guests painted or beaded, had some cake, and had a great time!

No-Nonsense Note: Look at the above three paragraphs that describe The Pot & Bead. I can say those sentences (without talking too fast) in a little less than 60 seconds. EVERY business owner should have a similar 60-second elevator speech memorized that describes their business. I can’t tell you how many business owners I’ve met who really are not able to articulate what they do—at least not before I’m bored and ready to talk with someone else.

Another No-Nonsense Note: The paint-your-own-pottery concept isn’t original. But opening a pottery studio that is also a beading studio is original. At least it was at the time. Yes, there were one or two others that offered beading, but ours was the first studio to open with both activities as core to our business. The point here is, even if you find an idea that’s been done, you can tweak it and make it your own.

When discussing the early part of this business, I’ll sometimes use the word “I” and sometimes use the word “we.” That’s because I did initially start the business with a partner. When I started writing this book, I was also in the early process of buying him out. It took the better part of a year for that process to end, and when I finished the first draft of this book, it had been over for more than a year. I was extremely lucky—I’ve heard many buyout horror stories—and even though it took a lot of time, it was relatively painless. To protect his identity, I will call him John for the remainder of the book.

John and I worked together as engineers. We were both fed up with the lifestyle of working for others and had similar ideas about what we wanted to do. They say that you shouldn’t go into business with your friends. Well, we were colleagues working together before we were friends, so it seemed okay.

Did I need a partner to start this business? Yes and no. Looking back now, I absolutely, 100 percent believe that I could have done all of this on my own. But I think he was the extra push that got me out the door. (There is also the question of whether I needed him for the business loan process or not … more about that in the chapter on money.)

Most entrepreneurs, when they tell friends and family of the risks they’re about to take, are met with a lot of negativity:

•  “You want to do what?!”

•  “Where are you going to get the money for that?!”

•  “But you don’t know anything about that!”

•  “You’re making good money now, why would you want to change that?”

I certainly had my share coming from friends and family; I think my –ex-husband said each one of those statements to me. (After a year of being in business, however, he apologized for the negative comments and tried to explain that he only knew me as “space geek,” so this was a complete shock to him.)

John was that one extra person saying “Yes, we can do it!” and I think I needed that at the time. The partnership did eventually die. Our initial plan was that I would manage the business and he would help out when and where he could. This was done out of necessity—I was able to quit my day job, but with a family of young kids to support, John wasn’t. Shortly after the business opened, his job and family situation changed to the point that he could not be a part of the business as we envisioned. It became an unfair situation and necessitated me buying him out.

Here’s the thing we did right: when we set up our business entity, we had a lawyer prepare a pretty iron-clad operating agreement between John and myself. This helped make the buyout much more straightforward and amicable. An operating agreement is a document that outlines what each partner is coming to the table with, and discusses what happens if a partner wants to leave, or worse, dies. Many, many businesses that start out as partnerships often end up this way. We had the best intentions going in, and it simply didn’t work. If you have a partner, no matter what stage your business is in, make sure you also have an operating agreement drawn up by an attorney or other neutral party.

After many lessons learned, these days I would never recommend doing anything this important without the aid of a good lawyer. (Chapter 6 includes additional mistakes when I didn’t use a lawyer and tried to purchase someone else’s business.) But if you really, truly feel you can’t afford one to do an operating agreement, make sure you have at least something written down. Handbooks on legal forms for small businesses can act as a guide, and can be useful if you really can’t afford a lawyer. (See the Reading List in Appendix D.)

No-Nonsense Tips and Tidbits:

•  You can learn from and apply any previous experience.

•  There’s a great feeling of satisfaction that comes from owning your own business and from knowing you can do it.

•  Going into business for yourself is a risk!

•  If you try something that doesn’t fit who you are, you might waste a lot of time and money.

•  Know thyself and the business you’re getting involved in.


Chapter 2

You Want to Do What? Perceptions of Retail

One of the first people I told about The Pot & Bead idea was my dad. He wasn’t shocked about the idea of going out on my own. He tried the entrepreneurial route more than once and I’ve had several conversations with him over the years about my frustrations with my career and working for myself. He was, however, surprised that it was a retail business I was interested in.

My family hasn’t had big success with entrepreneurship, and retail in particular was looked down upon ever since an uncle of mine went bankrupt in the mid eighties after opening up a card shop. Retail was thought to be too risky—you could be ruined by picking the wrong location, as my uncle did. My dad gave me one piece of very good advice: learn from the mistakes of others. This is a key message I hope that you pick up on, too.

There is one main distinction I want to make here. Yes, I owned a “pottery studio,” but the business I was really in was retail. There is a difference. There are artists and other good people who own pottery studios. These are often characterized by:

•  being located in an out-of-the-way place

•  not having many employees

•  an owner who doesn’t take or doesn’t need to take a salary or breaks even but isn’t making tons of money

•  owners who spend the majority of their time on their art, not on building the business

There is nothing wrong with this if this is the lifestyle you choose. This is not the business I was in or what I wanted to do. I was in retail. I characterized this by:

•  being located in a highly visible shopping plaza, in the middle of our key customer demographic

•  having a store manager (most of the time; more about troubles on keeping a good manager in Chapter 5) and several part-time employees

•  my time being spent on marketing and building the business. Increasing sales from quarter to quarter and year to year is a priority. (This is done with customer service.)

This was a business—not a hobby or a vocation.

The purpose of pointing this out is to let you know that neither I nor my employees sat around painting pottery all day. Many a customer in my store said something to the effect of: “It must be great to work here! You get to sit around and paint pottery all day!” at which point we politely corrected them. The work we did enabled customers to sit around and paint pottery. Just like Starbucks employees don’t sit around drinking coffee on their shift … they’re doing other things so that their customers reap those benefits.

Now, I did want my customers to think of my store as that cute little store that they came to; they should think all was well. When customers were at my store, they should have been able to relax and forget about their problems and not be burdened with mine. The downside was that customers developed a false perception of my business. For the most part, that’s okay. Most customers don’t need to know anything about the business. What happens behind the scenes is not relevant to their ability to enjoy the service and products we provided.

Occasionally, the cute little store gives a customer false hope. Everything goes so well for them; we made it seem easy and they wound up thinking they could do it too, or even better. That in itself is not so bad. All of us probably see something and dream of having it or doing it. (I’m a big fan of cute little coffee shops, tea rooms, and bookstores and dream of owning them when I visit.) The problem occurs when the customer, based only on their experience in the store, skips a large amount of research, or performs the research with those awful rose-colored glasses on, and thinks it’ll be so easy to do. This is exactly the trap I’m trying to warn you about.

Have you been in one of these stores? Maybe it was a cute little store in a vacation spot, maybe it was an independent bookstore—you’ve thought about having one yourself. If you’re a book lover, maybe you’ve thought about being surrounded by your favorite titles all day, sharing your knowledge with other people about the best authors and your favorite classics. The reality is that in order to keep that store open (and hopefully pay yourself), what you really need to be concerned with is how many books you have to sell every month to make your lease payment. Having gobs of knowledge about the books (a.k.a. your product) is of great value for customer service, but at the end of the day, you have to make the sale to stay in business. I had to sell approximately 250–300 pieces of pottery simply to pay the rent each month. And rent was only about 20 percent of my monthly expenses (more in Chapter 11 about money).

There was this wonderful little coffee shop in Pennsylvania that I frequented. It was in an old historic house on the edge of a touristy little town complete with adorable bed-and-breakfasts, antique shops, and the like. You’d think a coffee shop would fit in perfectly. Each room was very cozy and you could take your time sipping your latte on one of several comfy couches. You could borrow a book to read while having your tea on the side porch. It was relaxing, it was cozy, and they made delicious coffee. It was the kind of shop lots of people like you and I would love to own.

But after a couple visits to this shop, I had a conversation with the managers and was able to find out that they were having huge problems selling enough coffee to keep the doors open. In addition, it turned out they weren’t very welcome in the town either. They believed that the local town chamber of commerce was made up of a lot of people who had something against this new coffee shop (even though it wasn’t competing with an existing one), which made it difficult to market in the town.

Why did the local people not like the coffee shop? I really don’t know—and the information I received from the managers might have been colored by their own exhaustion and despair. This is only one example of an unexpected hardship a business could face. I’m not sure if they’re still in business—it wasn’t looking good the last time I passed by.

Lots of customers used to walk into my store during a busy time and say something like, “Wow, you’re so busy! Things must be going well, eh?” And on more than one occasion, a bolder customer would even say, “You must be doing very well,” and I took that to mean they thought I was doing well financially.

To the first customer, I’d always be nice and polite and chipper and say, “Yes, things are good,” and smile. To the latter, I was more careful with how I responded. A lot of the time it had to do with my mood, if the customer was a regular whom I knew, or if I thought they had that look in their eye thinking they could make a lot of money with a cute little store, too.

Usually, my response was something simple like, “Well, sales are good.” On occasion, I’d get into short discussions about how even though sales were good, that didn’t mean I was raking it in hand over fist. I’d sometimes say, “Yes, sales are good, but they need to be because this is an expensive area to keep a business.” Usually that’s enough for the person to understand.

The county that my business was in was home to LOTS of small businesses and entrepreneurs. Many times I had more frank discussions with someone looking to go into business for themselves. I’m a very positive person so I didn’t want to talk them out of it, or be one of those negative people telling them they shouldn’t do it. I also didn’t want to give away too much information about my own business. But I always told them about some of the resources I used when getting started, like the local Small Business Development Center (SBDC). (See Chapter 13: How to Survive Those First Two Years.) I’d also tell them that I was not making much money at all, that I had no kids (allowing me more time to do what I want to do), and that I worked A LOT.

Before ending this chapter, I want to talk about one other misconception of retail: free time. I’ve noticed that a lot of people who have yet to own their own business think that doing so gives them more free time, including more time to spend with their kids and family. While this might be true for home-based businesses, it is NOT true for cute little retail shops.

A lot of retail shops are open seven days a week. During the first few months we were open, I was at my shop every day. It was sometime in the second month when I felt I had staff who was well trained enough that I could go home early one evening. I was someone who committed myself to getting staff in place so I could do just that. Other retail owners aren’t so fortunate, or simply don’t plan for that.

Even after having the staff trained properly to run the place, you can never be completely not there. Your presence is still needed and you need to decide when you should be there: the busiest times, of course. For my store, like a lot of others, the busiest times are the weekends. If I had kids, that would mean I’d be missing soccer games, play time, and, in general, the times when my kids would be home. Now, if you’re thinking you want a cute little store so you have more time for your family, please look at other alternatives.

If you’ve been in a store recently and said to yourself that you want to own a cute little store too, ponder over these questions:

•  Do I like what the store sells or would I like providing it to others?

•  Can I work seven days a week? (And do the same thing day after day after day?)

•  How much do I have to sell to make rent and other expenses?

•  What is it about this store that I really like?

No-Nonsense Tips and Tidbits:

•  There is nothing like the feelings of pride in ownership; being your own boss; calling the shots.

•  With a lot of time and hard work (and possibly money), owning your own business can be a reality.

•  Make sure you are prepared to handle a small (possibly tiny, miniscule) income.

•  Make sure you are prepared for time not spent with friends and family.

•  Know what kind of person you are. Are you detail oriented or do you only want to focus on the big picture? Do you thrive on routine, or does doing the same thing day after day make you want to pull you hair out? Think about who you are and think about how this fits in with the business you’re in (or want to be in).


Chapter 3

Leasing, Landlords, and Opening Late

Location, location, location—that’s the mantra we’ve all heard. And yes, it’s true. Location is very important to a retail business.

When my partner and I were first planning The Pot & Bead, our idea was that it would be in a quaint, historic-y area. After all, lots of pottery studios were located in quaint, historic districts, and the rent would be cheaper there than in a strip mall or shopping plaza. (If you’re familiar with Loudoun County, Virginia, we were looking in the historic district of Leesburg.) First, I should point out that we didn’t know a thing about leasing space for a business. Books helped a little … they explained some of the terminology like CAM or Triple Net and other things to expect in a commercial lease. (See Appendix D for a list of these books.)

We spent a couple of months looking at different spaces available in the historic district. The rents were all reasonable, but none of the spaces were right. They were either too small, or not on the ground floor, or didn’t have a bathroom. None of them had good parking. It was frustrating and there were times we were very tempted to settle for something that wasn’t quite right.

A new part of an upscale shopping center was in the process of being built at that time in the next town over. At first, while sitting at this center’s Starbucks, we thought it was going to be prohibitively expensive. But on the other hand, we would be getting the right amount of space, good parking, road visibility, a bathroom … what more could we want? It was all coming together perfectly.

One of the first major decisions we faced was deciding between a space on the “bottom floor,” which faced into the main part of the shopping center, and a space on the “top floor,” which faced outside the shopping center, onto the road. The rent on the “top floor” would be slightly less expensive than the bottom. When I say “top floor,” though, we’re not on the top where you need to take stairs or an elevator to get to us. The “top floor” had its own parking lot, and the entrance was outside.

My partner and I argued quite a bit about this. He wanted to be downstairs facing into the shopping center and I wanted to be upstairs with the cheaper rent and facing the roads. In the end, I won (because of the cheaper rent), and it turned out to be the right decision. Even though the “bottom” floor opened up into the main part of the shopping center, it was far enough away from the “anchor” (usually a big store like a grocery store) that it didn’t help much. Up on “the top,” almost half of our customers said they found out about us in the first year and a half we were open by driving by on the road we faced. Given that most of our customers were parents with young kids and drove an SUV or minivan, having the parking out front was very important.

The lease negotiations went well. Too well. Looking back, we didn’t negotiate hard enough. We were so excited about getting the location that we didn’t ask for enough and we took a lot of the things the landlord said for granted. For one, we were supposed to be the last business open on our floor. We turned out to be the first one open. Why is this important? We had to do extra work to let everyone know we were there.

There were a lot of questions we didn’t ask during the lease review process, but should have, like:

•  “What if the toilet breaks in the first couple months? Who’s responsible for that?”

•  “Do we get a tenant allowance for buildouts?”

•  “What is the landscaping plan?” (Trees were planted at one of the parking lot ends that, when fully grown, made it difficult for people driving by to see us from the road.)

We might not have gotten the answer we wanted to each of these questions, but it would have been better to ask.

After taking possession of the space, the relationship between me and the landlord was pretty adversarial for a long while. My biggest fear at the time was what would happen when it was time to re-negotiate the lease. It was a risk point because the landlord didn’t have to renew our lease or make the conditions favorable for us. Yes, the lease had a “five-year option,” but that doesn’t automatically mean my business would be able to exist in the same space, at close to the same rent, for another five years. Read up on commercial leases so you understand what this means. (See Appendix D for the reading list and Appendix B for my own lease.)

What do they say about hindsight? Knowing what I know now, I wish we had asked for or signed a ten-year lease instead of five. (Note that I’m not necessarily recommending this for others since each situation is unique.) But that would have been a different kind of risk taken at a time when we didn’t know if the business was going to succeed at all—breaking a commercial lease is not something you want to have to do. The terms are rarely favorable for the tenant.

We had a variety of problems with the physical space and lease after the store opened. They ranged from “mild headache” to “oh my god this is going to shut us down”:

•  The windows: We were not allowed to put a sign in our back window (facing into the shopping center) that said we were there. So, many customers in the shopping center had problems finding us. Not a day went by when we didn’t get at least one or two calls from customers saying they were lost in the center looking for our store.

•  Common Area Maintenance (CAM) increases: In addition to rent, you typically also pay something called CAM or triple-net. This covers the maintenance costs like landscaping and snow removal in your shopping center. It’s typically not fixed—it goes up and down each year based on the real cost of the year before. Also, when the landlord figures out whether or not it goes up or down, they can also charge you a one-time payment to cover the previous year’s actual costs (or give you a credit if costs were less than expected). Well, after the first full year, when our assessment came in, we owed almost twice our rent! It was a lot of money at the time and was completely outrageous. It almost put us out of business.

•  Snow Removal: Our first winter brought a huge snow storm, and even though we were required to be open, the snow removal in our parking lot was miserable. We got phone calls from several customers saying they tried to get to us but couldn’t. In two or three days, I estimate we lost at least $500 worth of business solely from the people who told us they couldn’t get through. I don’t want to think about how many couldn’t get through who we don’t know about.

•  Lights: We had to call several times to get the landlord to turn on the lights in the parking lot after dark. (This problem repeated every time daylight savings ended.)

•  Proof of Insurance: For three years, I kept getting letters saying that the landlord needed proof of my insurance. I faxed that proof over several times and still received these letters. (This finally stopped after we had been open for more than three years.)

•  Muzak: We had a Muzak sound system installed our first year. This required putting an antenna on the roof and it took two months for the property manager to get back to Muzak with the approval and instructions for doing this.

Am I purely complaining here? No. (Although it does feel good to vent a little—aaaaahhhhhh!) I’m trying to make you aware of all those little and big things that happen while running your business. These are issues that you don’t necessarily have any control over and can: 1) give you a headache, 2) cause you to lose business, 3) give you an ulcer, 4) –potentially close you down, or 5) all of the above.

Someone recently asked me if I did this all over again, would I want to buy and own my space. The answer is maybe. (It’s not easy to give a definitive “yes” or “no” since there are always other factors to consider.) If I was turning back the clock on The Pot & Bead, owning my own space, while giving me a lot more control, would have presented an entirely different risk. We likely would not have been able to be in such a visible area with good parking. We certainly wouldn’t have been able to open when we did since construction at our location was already near completion when we signed the lease. But, knowing what I know now, if I ever looked into being in another, different retail business, I would likely want to own my own land and space. Although, if I did this, I would probably want to be the landlord and not actually run a retail business. For anyone considering retail, owning the space is something definitely worth researching. It’s a tangible asset that you still own even if the business doesn’t succeed.

Once you have your lease (or mortgage, if you’ve decided to buy your space), it’s time to prepare for your cute little store.

Christmas, like it is for a lot of retailers, was supposed to be our busiest time of year, so we were very interested in making sure we were open in time for the season. Originally, we planned on taking possession of the space sometime in early to mid-September (when the building would be finished), and opening at the very beginning of October. (I should point out that during negotiations, the landlord originally planned to have the space ready by August … Lesson learned: don’t count on someone else’s construction schedule. That doesn’t mean they are intentionally trying to mislead you, they could really be planning on having stuff ready by a certain date and be held back by the weather or something else beyond their control. Just be ready to hear a new deadline and plan a lot of buffer time for yourself.)

We wound up taking possession of the space a couple days into October, but the real problem was getting our own “buildouts” done. What we received was a “white box,” an empty shell. Basic electrical work, plumbing, etc. was all done but we had to put a floor in, paint, and do all the other work to spruce up the place. Luckily, for a retail business, our buildouts were pretty simple. We needed to paint, have a linoleum tile floor put down, and have our back room constructed. (The back room was where we had our kilns: the large ovens we fired pottery in.)

Unfortunately, it would take a couple of weeks before our contractor could do the back room; we needed a wall put up and some mechanical and electrical work done before we could run our kilns. It wasn’t until the very end of October and beginning of November that the work was scheduled to be done. This meant we could open, but we weren’t going to be able to get anyone’s finished pottery back to them.

Now we were really going to be cutting into our Christmas season. This wasn’t making anyone very happy, so we decided to open up at half-capacity. Opening day was Saturday, October 12, 2002. Without the kilns running, we could have customers bead, look around, and book parties. We even let some lucky first-time customers paint some pottery for free for us to use as samples in the studio.

Then someone (me, my partner … I don’t remember who … it might have even been my mom), had a great idea. Why not let people paint pottery at a discount? We would hang on to it a little longer than usual and when the kilns were up and running, we’d fire it and call them to pick it up. It worked great! Customers painted at a 25 percent discount and we simply had to do a good job of keeping track of all the pottery that was piling up. Some of our best and most frequent, regular customers came at that time and our first couple months turned out to be better than we expected.

No-Nonsense Tips and Tidbits:

•  It’s true what they say: location is important!

•  The landlord has a lot of control and power over your business. Know what you’re signing beforehand. Ask as many questions as possible so you know what you’re getting into. If you can afford it, use a lawyer not only to review the lease, but to help negotiate it. Location is supremely important to almost any business—but remember that the best locations typically demand the highest rents!


 Chapter 4

Safe and Secure

It was one small burglary, but I felt this deserved its own chapter because of the mistakes and stress it brought to the surface. When you start your own business, your funds are usually limited—you do your best to cut any corners you can. (We’ll talk more about that in the chapter entitled “Money.”) You’re always asking yourself: Do I really need to spend money on that?

I always planned to have a security system, it’s a great tool for keeping track of employees coming and going. Each employee had their own code number in addition to their store key. I was able to tell who opened and closed the store and when. (And, if an employee left and “forgot” to bring back the key the next day, I could simply delete him from the security system and not worry about it.)

But it got complicated when they gave me a huge list of options. Do you want this sensor? Do you want the larger box? Do you want an extra button out here? I wanted to keep it simple. I decided to save a hundred bucks and only get a motion detector without a glass break sensor. I mean, if the glass gets broken, the motion will be detected, right? And oh, I could have sworn they told me that things like balloons wouldn’t set off the motion detector.
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