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INTRODUCTION

If you’ve always dreamed of starting your own business, this book will help you succeed. From analyzing your potential business’s competition to attracting investors to protecting your intellectual property, getting a business up and running can be a lot of work. In fact, millions of people try to launch new companies every year, and many of those new businesses end in failure. However, while it may be difficult, owning your own business can be financially and personally rewarding too. And being prepared may be the key to your business’s success. By following the steps outlined in this book and planning carefully for success, you’ll be able to create a business that grows sustainably, provides steady income, and builds a legacy for your family and your future.

In Starting a Business 101, you’ll learn how to build a business from the ground up. You’ll soon understand how to:


	Choose the right business for you.

	Create a winning business plan.

	Figure out the best source of financing.

	Determine optimal pricing for your products and services.

	Hire employees and contractors.

	Attract and retain your ideal customers.

	Keep track of your books and plan for taxes.

	Maintain a healthy work-life balance.

	And more.



With each lesson you learn, you’ll be closer to success. Plus, having your own business gives you freedom and control over your livelihood. Once you take the plunge, you’ll be excited, exhausted, frustrated, and empowered. At times it will be scary knowing that your current and future finances depend on the health of your business. That can also be a comfort, as you’ll learn how to adapt and balance your finances, both of which can provide security in times of economic uncertainty. If you’ve taken the time to create a sturdy foundation that allows for sensible growth, you can be confident that your business will provide for you for many years to come.

Ultimately, though it’s difficult knowing that the success of your business rests on your shoulders, each lesson in this book will give you a boost over your closest competition. You’ll learn how to handle issues like negative cash flow, problem employees, late-paying customers, and will reap the rewards of being your own boss. No matter what type of business you choose to start, Starting a Business 101 will help you overcome challenges, mitigate risk, and set your company on a path toward profitability. So, turn the page and let’s begin.












Chapter 1 From an Idea to a New Business


You probably have business ideas all the time, but it takes more than an idea to launch a successful company. You’ll need a heap of self-motivation, time, sweat, research, and focus to nurture your idea seed into a full-grown, profitable business. Because that’s the dream—being your own boss, taking charge, and turning your passion into positive cash flow. That’s the draw of entrepreneurship, and to live that dream you’ll need to buckle up and buckle down to build your business.

You must choose the right business for you, even if that ends up looking differently than you had imagined. Your idea can be transformed by using a combination of your passion, strongest skills, available time and resources, and connections. You’ll need to make sure that there are people who want to buy what you’re selling. Chances are good that you’ll have a customer base, but you’ll need to find them and learn how to communicate in ways that will resonate with them. You’ll need to track down and learn everything you can about your competitors, borrowing from their successes and carefully avoiding their failures. All of this effort will help you build the successful, profitable, sustainable business you’ve always wanted.











KNOW WHAT IT TAKES TO START A BUSINESS Getting Your Ducks in a Row




It takes more than a good idea and a great attitude to start and maintain a business. While it may seem like you can post profits from the jump, virtually all “overnight” success stories were years in the making. It takes time to create, build, and grow a business—not to mention money, energy, patience, and support. With those resources, you’ll be able to see your idea turn into a sustainable and profitable business. Just know that the road to starting your own business is a long and difficult one, so plan ahead.

There’s a lot of misinformation online about starting a business. Social media makes it seem like this venture requires minimal time and effort for huge returns and endless tax write-offs. To be crystal clear, starting a business won’t:


	Turn you into an overnight millionaire.

	Make all of your expenses tax-deductible.

	Protect you against personal responsibility lawsuits (or lawsuits where you are sued for your actions as an individual).

	Attract plenty of investors wanting to support you.

	Free up more time for your personal life.



No matter what you’ve seen online, creating and running a business takes a lot of hard work. Your business won’t be hugely profitable in the first thirty days and won’t be able to support you completely within months. And while business expenses will be deductible on your tax return, personal expenses still won’t be.



THE TIME FACTOR

Small business owners work hard, and they work a lot. In fact, many surveys show that entrepreneurs work more than full-time employees, sometimes twice as much or more. One poll from the New York Enterprise Report found that 33% of entrepreneurs reported working at least fifty hours a week. Plus, 25% of those 33% of business owners reported working over sixty hours per week. That’s why so many small business owners burn out. Focusing so much time on building your business leaves little time for relationships, health, rest, and fun.

With all of the time you’ll be spending on your business, time management skills are crucial for your success. You’ll be juggling your business, your home life, and possibly another job. It takes superb multitasking abilities and discipline to manage all of this successfully for the years it may take to start your business. You’ll also need to have strong support systems in place when you just can’t get everything done on your own.




THE MONEY FACTOR

Every business needs sufficient start-up funds. If your business idea requires inventory, machinery, equipment, and premises, your initial costs will be much greater than a company that can be started with a laptop. In addition, if you can’t run your business without employees, your costs will also be higher than a solo venture. But even companies with very lean start-up budgets need funding, and it’s often more than they expect.

Most small businesses won’t produce profits for at least six months to a year, sometimes longer. That means every dime that comes in the door goes right back out. And, often, more money will be flowing out than in for quite a while. Remember, if this business will be your primary personal income source, all of your personal expenses factor into this cash flow equation. That means until or unless you get external business financing, you may personally end up borrowing a lot of money through loans and credit cards. Many business owners struggle with mounting debt, which can be difficult to overcome in the beginning stages. That’s why it’s crucial to make sure you have enough funding available.




THE TAX FACTOR

Many new entrepreneurs are under the incorrect impression that they’ll be able to run a profitable business that generates huge tax savings. They expect to be able to run all of their expenses through the business, writing off even their personal expenses. This sadly isn’t true, which often comes as a shock on the first tax return.

When a business generates profits, it also generates a tax bill from the federal and state governments. Who pays those taxes—you or your business—depends on how the business is set up. But for the majority of small business start-ups, the business income flows through to the business owner’s tax return, and the owner bears the responsibility for reporting and paying the taxes. Having an LLC, a limited liability company, as your legal business structure doesn’t affect this at all. LLCs don’t exist for tax purposes—they are legal structures.

As for personal expenses, some (or a portion of some) of those will become legitimate business expenses. These legitimate expenses are mainly for mixed-use, such as your personal phone or car that you also use for the business. The business portion of these expenses then becomes deductible. But things like meals eaten while you’re working (not during an in-person meeting with other people), clothes that you bought for a personal photo shoot, or your at-home subscriptions don’t magically become deductible when you start a business.





THE SUCCESS FACTOR

More than five million new businesses were started in the US in 2022. Approximately 10% of those failed within the first year, and another 70% will likely fail within the first 2–5 years. That doesn’t mean you should be discouraged. It gives you the opportunity to look at what went wrong for other businesses so yours can avoid the same fate. The most common causes for business failure include:


	Lack of planning

	Running out of money

	Poor management

	Inability to adapt to changing conditions

	Ineffective marketing



Each of these can be overcome with solid planning and flexibility. No matter how good your plan is, reality will throw you a curveball. That’s why your business has to be able to adjust to whatever is happening in the world in order to survive.

A One-Month Snapshot of Start-Ups

According to the US Census Bureau, 418,904 new businesses started in November 2022. The majority of those—191,226—were formed in the Southern US. Only 48,850 of those new companies nationwide planned to pay employee wages. The top start-up industries that month included construction, retail, professional services, and administrative and support services.









CHOOSING THE RIGHT BUSINESS FOR YOU What Do You Want to Do?




When it comes to choosing the best business for you to start, there are many factors to take into consideration. As you’re trying to decide what to do, think about:


	
Passion. How much do you care about the business you’re considering?

	
Skill set. What do you already know how to do well?

	
Industry expertise. What knowledge and experience can you bring to the business?

	
Motivation. Do you have the ability to get things done even when you don’t want to?

	
Runway. How much cash can you contribute, raise, or borrow to fund your business while it’s in the start-up phase?

	
Budget. How much money do you expect to spend on the business until it’s viable, and what do you plan to spend it on?

	
Scalability. Do you have the capacity to meet increasing demand or workload?

	
Demand. Will people or businesses want to buy what you’re selling?

	
Market saturation. How many other businesses are selling what you plan to sell?



Give yourself time and really think about the factors in relation to your personal interests, goals, and experience. Your business idea should score high on all—or at least most—of these factors. If it doesn’t, you might want to consider starting a different type of business. For example, a company you’re passionate about and have a high level of expertise in won’t be successful if there’s no demand for what you plan to sell, or if the market is already oversaturated. At the same time, selling a product that’s in high demand with lots of room for growth when you have no interest in it and hate working on it can also lead to business failure. Strive for a balance between your passion and knowledge and the market allowance.

Perfect Is the Enemy of Done

No business idea will score perfectly in every factor category. As you’re pondering what business you’d like to start, don’t aim for a perfect outcome. Instead, take your best idea—the one with the most potential—and get started. You’ll make mistakes, hopefully ones you can recover from and fix. If you wait for everything to be perfect, you’ll never launch.


TURN WHAT YOU LOVE INTO WHAT YOU DO

Passion projects can be fun and fulfilling, and turning them into a profitable business can satisfy both personal and professional goals. To start a business that you’ll be passionate about, think about the things you love to do and rank them from favorite to least favorite. Once you have that list, you can start brainstorming about possible ways to transform a passion into a viable business prospect.

Your next step is making a list of all the things you know how to do, the skill set you’ll bring to your fledgling company. Even if your passion and your current work don’t seem to have anything in common, you can probably still find some overlap in skills you’ll need. Include the skills you’d want to highlight on your resume, as well as the talents and abilities you would bring to the table. Examples of skills relevant to running a business include:


	Software and apps proficiency

	Editorial or copywriting experience

	Bookkeeping

	Data analysis

	Organization

	Time management

	Creativity

	Written and verbal communication

	Negotiation

	Research



In addition, make sure to list all of the skills necessary to create the products or provide the services you plan to sell, such as carpentry or acupuncture. These will be specific to this particular business, as opposed to the general business skills listed above.




WHAT YOU HAVE AND WHAT YOU NEED

Your next step will be to take an inventory of your resources. This list will include things like cash, credit lines, equipment, physical space, and other assets you already have on hand that can be used to launch your business. When you know what resources you have, you’ll be able to determine what else you’ll need to get your company started.

Once you’ve got your physical resources sorted, it’s time to focus on your knowledge and experience. This is different than your skill set, or the things you can do. It’s more about your industry knowledge and expertise, whether you gained that knowledge through a job, a volunteer program, or your life experience. These resources include things like knowing which suppliers deliver on time and offer beneficial payment terms, for example. You’ll also want to include any licenses and certifications you’ve earned. Resources can also include your network of colleagues, contacts, and mentors.




THE EXTERNAL FACTORS

Once you’ve catalogued everything you can bring to the business, it’s time to look at the market and see whether your business proposition has a chance. For your business to succeed, there needs to be demand for whatever you’re selling, room for your business in the market, and the capacity to grow when (or even before) demand makes that necessary. You can learn about the first two—demand and market saturation—by conducting thorough market research.

Scalability can be a little harder to pin down. Your business will need the capacity to grow as demand grows, increasing efficiency and profitability. A business that depends 100% on you to perform services, for example, won’t be scalable in terms of increased demand but can be scalable in terms of profitability. However, if you can bring on employees or partners to share that workload, you could make your business more scalable. Scaling too early or too late can lead to business failure, so it’s important to listen closely to the demands of your client base.









CONDUCTING MARKET RESEARCH Knowledge Is Power!




Before you launch a business, you’ll need to make sure there’s a pool of interested customers ready to buy whatever you’re planning to sell. That pool of potential customers will be your market, and you’ll need to find out as much as you can about them. Through extensive research, you’ll learn a wealth of information about your future customers, including:


	Their demographic information.

	Their buying habits.

	What triggers their buying behavior.

	How they choose the products and services they use.

	What problems they’re trying to solve.



With that information, you’ll be able to create customer persona profiles. These profiles function as avatars that stand in for a particular segment of your target market. You’ll understand what motivates a subset of your customers’ purchases, what drives them to spend money, and what problem you can solve for them. Plus, you’ll learn what entices them to buy from you instead of your competitors.

Of course, there’s a price for that information, so you’ll need to carve out space in your budget for things like marketing data, research assistance, and surveys. But this will be money well spent, as it will give you direct insights into your customer base and their buying habits.

What Are Demographics?

Demographics are statistics and facts that describe a particular population. They include things like age, location, marital status, gender, education level, and income. Gathering this information will help you get to know your core customers so you can speak to them to prompt a response.


WHY BOTHER WITH MARKET RESEARCH?

While you’ll use your market research to help you define and communicate with your customer pool, you can also use it in other ways to help you launch your business. Solid market research can help you:


	Reach customers in the way customers prefer.

	Secure funding.

	Identify additional business opportunities (such as add-on products or services).

	Figure out where and how to advertise.

	Properly price your products.



Without market research, you’ll be flying blind. With it, you’ll have a stronger sense of whether your business can succeed before you launch. The bottom line is this: Market research can propel your new business toward success and help you avoid potential pitfalls.





FOUR WAYS TO GATHER MARKET DATA

If you’ve never done market research before, it can feel daunting. You’re collecting information that will help you refine your ideas and pinpoint what your potential customers want. The best way to find out what they want is to ask them. To figure out what you want to ask, you can start by gathering general information that will help you narrow down your questions, allowing for the most valuable information to be given.

There are four main ways to conduct your market research:


	
1. Do secondary research: Gather existing information from a variety of sources, such as government databases, industry reports, and competitor websites.

	
2. Send out surveys: Create a set of questions and ask your target customers to answer them by reaching out through email or social media.

	
3. Conduct interviews: Reach out to your potential customers and talk to them one-on-one to find out how and why they use similar products or services.

	
4. Use focus groups: Gather a small group of people that demographically match your target audience and lead them through a group discussion centering on your product or service offering.



The first two methods generally won’t cost much, if anything at all. For secondary research, you can find demographic information from the US Census Bureau at www.census.gov, industry data from the US Bureau of Labor Statistics at www.bls.gov, and the scoop on your competition by doing deep dives on their websites. You can send out online surveys using tools like Google Forms, SurveyMonkey (www.surveymonkey.com), or Wufoo (www.wufoo.com). Keep your questions short and to the point, and use different types of answer formats, such as multiple choice, response rating (like a 1–5 scale), or text boxes for open-ended answers.

For individual interview participants, you might offer gift cards, special discounts for your business, or samples of whatever you’re selling in exchange for their time. These conversations can be done remotely or in person, and you’ll want to record the session either way (just make sure you let the interviewee know that you’re recording). Focus group participants normally expect to get paid, and if you’ve never hosted a focus group before, you might want to invest in a professional discussion leader to get reliable results.




CREATING YOUR CUSTOMER PERSONA PROFILES

Once you’ve collected your market research, you’ll use the information to create your customer personas. When you know exactly who you’re talking to, it’s much easier to connect with them. It’s also easier to avoid language or topics that would turn them off. For example, you wouldn’t talk to first-time grandmothers with multiple pets in the same way you’d talk to young college students with fur allergies.

To create these avatars, start with demographic information. Knowing the basic facts will help you begin to see individuals inside the giant customer pool. Then you can begin to add in what you know about their lifestyles, buying preferences, needs, and concerns. Giving each avatar a name will help them come alive in your imagination and give you an edge when you’re creating marketing content. It’s easier to talk to a “real person” than to a vague collection of statistics.









ANALYZING THE COMPETITION Know the Players, Know the Game




Understanding your competition before you launch your small business will dramatically shift the odds of success in your favor. You’ll gain insights and information you won’t find anywhere else, and that knowledge can help you avoid pitfalls, learn successful practices, and jump-start your company’s growth. When learning about your competitors, you’ll uncover both opportunities for success and threats to that success, and you’ll sadly realize that there are probably more similar businesses that share your market.

All these key pieces of data will fall into place as you conduct a competitive analysis—an evaluation of the strengths and weaknesses of your chief competitors. From their products and services to their marketing messages, everything you learn here will give you an advantage as you get ready to launch.


WHY COMPETITIVE ANALYSIS MATTERS

Gaining a thorough understanding of your competitors will give your company an edge. You’ll uncover important clues that will help you maximize the potential success of your business idea. In addition, having this information will help you figure out:


	Your company’s unique selling proposition (USP), or what makes your product or service different from everyone else’s.

	
Strengths and weaknesses of your business relative to each competitor.

	Threats to your current and future success.

	Possible products or services to add in (now or in the future).

	Potential niches that aren’t already oversaturated.



As you study your competitors, you’ll see all the things they’re doing successfully and use that a guide to further your business. You’ll also see the things they aren’t doing well, gaining insight from their mistakes or areas they’ve overlooked.




WHO ARE YOUR COMPETITORS?

Before you can begin to analyze your competitors, you have to know who they are. This will include direct, indirect, and replacement competitors, the last of which are especially tricky to identify. Direct competitors sell basically the same products and services that your company sells. You can find them by doing a simple search for whatever you’re selling and see what comes up. You can then narrow that search by factors like physical location or price points. For example, if you’re selling handmade ceramic mugs, you can do an online search for that and add descriptors like “under $50” or “near me.”

Indirect competition covers products or services that aren’t exactly the same, but can fall into the same general category. For example, a donut shop and a burger joint both offer different products, but they’re both restaurant food, making them indirect competitors. Another example could be bookkeepers and virtual assistants who either provide or sub out bookkeeping services. Your indirect competitors will target the same general market as you, just in a different way.

Replacement competitors won’t be in the same category but could satisfy the same basic need for the customer. An example could be frozen dinners replacing a restaurant chain, or DIY bookkeeping software for bookkeepers.

Competitor analysis will also include what rival businesses are selling and how their offerings compare to yours. You’ll look at factors such as their pricing, target market, market share, marketing strategies, quality, suppliers, and more.

You may also be able to get some new ideas for upsell products or related services they offer that you haven’t yet considered. This could help you brainstorm future growth opportunities for your company.

Upselling for Bigger Sales

Upselling is a marketing tool that encourages customers to add on to a purchase they’re already making. Examples of common upsells include adding shrimp to a salad order, upgrading to business class when you book a flight, and gift wrapping a purchase. This is different than cross-selling, which encourages customers to buy products similar or complementary to their purchase.




HOW TO COLLECT COMPETITOR DATA

To keep your analysis consistent and organized, start by creating a spreadsheet or table that lists all the competitors you want to study (put this in column one) and the factors you want to look at (put this in row one). This will help you compare different competitors, get an industry snapshot, and help you identify key trends and strategies. Keep your grid flexible so you can add competitors and factors as you come across new information.

Start with basic background information on each company you’ve included so you can learn more about their businesses. This could include things like how long they’ve been in business, their main location (either physical or online), company size, other companies or brands they have partnered with, and why or how they built their business. You can find information like this on company websites, professional social media sites, and websites that have current or former employees’ ratings of a business.

Next, try to get a sense of the customers they’re actively targeting—who they’re trying to talk to. You may have to look at their messaging, including their mission statement, their latest social media posts, and customer comments or reviews. Since they are your competitors, it’s likely they’re targeting the same audience you are, though their messaging may be directed toward slightly different customer subsets. By looking at their approach, you can more easily focus on your audience and messaging.

You may also want to try to find out what software and apps your competitors are using. Doing this research can help you identify tools that you’ll be able to use in your business. You may be able to find out how competitors are invoicing, what customer relationship management (CRM) system they’re using, their online sales platform, and more. Some of this information can be found by becoming a customer yourself—buying something from them, signing up for their mailing list, or contacting customer service to see what the processes are like.





IDENTIFY COMPETITOR SHORTFALLS

One of the best things you can learn from the competition is what they’re doing wrong. Diving into that aspect of their businesses can help you avoid their mistakes and create a profitable niche. It may result in some of their customer base coming to you, which can help increase your market share more quickly. Some of their shortfalls may include:


	What their product or service is missing.

	Which customer group is underserved.

	Social media posts receiving little or no engagement.

	Bad reviews or complaints online.

	Problems using their website.

	Under- or overpriced products or services.



You can find a lot of this information through online searches, including doing deep dives on their websites, social media, and other channels they use to reach their target market. Paying attention to where your competitors fall short will provide valuable insights, allowing you to capitalize on areas they’ve missed while avoiding the mistakes they’ve made. Learning from a competitor’s mistakes is invaluable.









FOCUSING YOUR IDEA When Smaller Is Better




It’s the trademark of an entrepreneur: dozens of ideas for businesses with new plans cropping up all the time. Chasing a handful of new ideas can feel exciting but rarely results in successful ventures. It’s well worth your time to try to focus your ideas, whittling the dozens down into a few that could really work, and then narrowing those down to the one that has the best chance of success. But with so much passion flying around inside your head, it’s hard to know where to start.

That’s why your focus path will look more like a funnel than a trail. You’ll keep narrowing the idea pool until you’re left with a few truly viable businesses. Once you’re down to a handful of potentially profitable ideas, you’ll take a critical eye to each and make some preliminary assessments to figure out which has the best chance of success.


GET OUTSIDE INPUT

As you’re focusing your business ideas, it pays to get some feedback from trusted friends and colleagues. They can help you tweak and perfect your idea, or they can let you know if it’s unlikely to work. Input will be especially helpful if you consult with people who fit into the target market you’re aiming for.

For the best results here, you’ll want to ask everyone the same questions. Remember, you might not get the answers you want, but that can help you move away from an idea that doesn’t have much traction. It’s easy to fall in love with your business ideas and see them through only that lens. Honest feedback here—positive or negative—provides important insights from a different perspective.

What should you ask? Start with the basics:


	Do you think this idea has potential for success?

	Would you buy the product or service? If not, why not?

	How much would you be willing to pay for it?

	Where are you getting this product or service, or something similar, now?

	How can I make this idea better?



Even if you don’t have any acquaintances that fit your ideal customer profile, ask anyway. Objective people can still provide valuable feedback and possibly connect you with people who fit your target audience.




NARROW THE BUSINESS TYPE

There are many types of businesses you can start, but they all typically fall into basic categories based on what’s being sold. The three main types are physical products, digital products, and services.

Businesses that sell physical products, such as paper plates, cars, dishwashers, and toys, cost more to start than companies that sell digital products or services. Physical products also cost more to modify and are harder to move or replace if they fall out of favor or have short shelf lives.

Businesses that sell digital products, such as ebooks, online courses, and worksheets, require a lot of lead time to create. Whatever item you’re choosing to sell, you have to create the content before you can sell it.

Service businesses, such as tech support, cybersecurity, or legal, can be the fastest and cheapest to start but require the greatest ongoing time investment, especially if you personally provide the service. These businesses have a built-in hard limit of the amount you can sell, as you only have so much capacity to work in a day.

Choosing the business type you want to run can help direct the rest of your idea flow. If you know you don’t want to sell products of any kind, that immediately narrows your options to service businesses, for example.




BALANCE YOUR SKILLS AND PASSIONS

Though we’ve talked about this overlap before, the best business ideas combine your passions with your existing business skill set. The trick is to figure out where these important factors overlap, which can help bring your business idea into sharper focus.

Start by listing ten to twelve business skills that you currently have honed. They can be from other jobs, courses you’ve taken, or general life experience that translates well for business management. Next, jot down ten to twelve things you feel excited about. This could be an industry, like graphic design or landscaping, a new trend you’re following, or something you love to do, like drawing or hiking. Link any skills and passions that seem to go together or intersect. For example, a graphic design passion would link to skills like artistic ability and proficiency with design software. Focus your business idea where you see the greatest intersection of your skills and passions.

Find Your Ikigai

Ikigai, or “reason for being,” is a Japanese concept that combines four important aspects of life: your mission (what the world needs), your passion (what you love), your vocation (what you do), and your profession (what you can get paid for). The idea of ikigai encourages you to find your purpose, one that will bring bliss.




PASSION OR PROFIT?

When you whittle your ideas down to one, it might not be the one you feel the most passionate about. At that point, you’ll need to be honest with yourself about why you want to start the business. Your most desired business (your passion) may still be able to turn a profit, just not as well as other options might. If you really want to launch a passion project, as opposed to a critical income-earning venture, that will factor into your selection process as well.

If you’re okay doing something you love while scraping out a meager profit, breaking even, or taking losses, pursuing your dreams may be fulfilling on many levels. Maybe you retired and want to create the business you’ve always dreamed about. Or maybe your business is starting out as a side gig where the outlet is more important than the income. Whatever your reasons, if following your passion is the number one factor for choosing a business idea, you still need to take all the business-building steps. That way, you’ll be able to pursue it for years to come.

However, if profit is your driving force, you may need to set your passion aside, at least for now. You may have to move it to the back burner while you focus on building a successful business with the potential for sustainable growth and positive cash flow.









ASSESSING YOUR TIME AND RESOURCES Count Your Chickens




Creating and running a business take more time, money, energy, and other resources than most new entrepreneurs realize. As you’re fleshing out the type of company you’re building, it’s important to properly estimate the resources you’ll need and properly account for what you already have. It’s common for new business owners to underestimate what they’ll need and overestimate what they have. You can avoid that trap by taking inventory of what you already have available and researching how much more it will take to get your business off the ground.


HOW MUCH TIME DO YOU REALLY HAVE?

Working for yourself takes a lot of willpower and self-motivation. No one else will be monitoring your time or work—it’s all up to you. At the same time, your available time will be limited by the other obligations in your life. It’s critical for you to honestly assess the amount of time you’ll have available to devote to your business. Keep in mind that most small business owners work twice as much as employees, and a forty-hour work week is practically unheard of, especially during the start-up phase.

Take an inventory of your available time, making sure to include some downtime for yourself so you don’t burn out before your company launches. Critically assess your work capacity (how fast you’re able to get things done). For newly acquired skills, double the time you think it will take to complete tasks. Then map out all of the tasks that need to be done to both launch the business and keep it running for the first three months. Remember to include the following assets that your business may use: home office space, storage space and shelving, computers, printers, desks, phone(s), and vehicle(s).

Once you know how much time you’ll need to complete all of your tasks and how much time you can devote to the business, you’ll understand how long the starting phase will take. You will then have a realistic timeline to work with, and you can determine if you’ll need additional help, whether in the form of employees, contractors, or partners. Hint: You will need extra help.




TAKING STOCK OF YOUR AVAILABLE ASSETS

Your personal net worth will be a starting point for the assets you can bring to the business. While you may not use—or may not want to use—all of these assets, it’s important to know what you have on hand. The easiest way to figure this out is by creating your own net worth statement, a worksheet that details what you have, what you owe, and what you own. It’s sort of like a house: You have a house, you owe the balance of your mortgage, and you own whatever portion of the house is paid off. Net worth works the same way but with everything—your home, car, 401(k), credit card balances—included in the mix.

Keep in mind that some of these resources won’t flow to your business intact. For example, taking money out of your 401(k) comes with an income tax hit plus possibly an extra 10% early withdrawal penalty. Taking a home equity loan or home equity line of credit (HELOC) comes with interest on top of the amount you borrow, and in most cases that interest will not be tax-deductible.

Most people start and end with cash, or assets they can quickly convert to cash, like stocks or other investments, and available credit. As you list assets that you could use in the business, don’t forget:


	Home office space

	Storage space and shelving

	Computers

	Printers

	Desks

	Phone

	Vehicle



Once you know what you have to work with, you can determine how much money and what other assets you’re able to contribute to the business. Some assets, like cash, will be fully contributed. Other assets, like a phone and laptop, might be shared with the business. Once you have an available assets inventory, you can figure out what you’ll still need to obtain from other sources.

Remember that if you use your home equity or personal credit cards to fund your business, you will be on the hook to pay that money back. That’s true whether your business succeeds or fails. So be cautious when using your personal credit as a business resource.

$3,000

According to the US Small Business Administration (SBA), you need about $3,000 to start a microbusiness. That’s a company with no more than nine employees, including the business owners. They also estimate that it takes between $2,000 to $5,000 to start a home-based franchise.




ROUND UP YOUR EXTERNAL RESOURCES

Even though entrepreneurship is often a solo venture, that doesn’t mean you can’t turn to other people who can help you get started. Your contacts list is a great place to start when you’re creating your list of external resources. This doesn’t necessarily only mean people you could go to for loans. You may need help from:


	Mentors you can turn to for advice.

	Potential partners with complementary skill sets.

	Business contacts you can network with.

	Contacts who have relationships with banks.

	Friends who have access to properties and physical assets.

	Family members and friends who can lend you their time.

	Other acquaintances, who can refer customers to you.



If you want your business to succeed, connect with every possible contact you can. You never know where something key to your launch could come from or who might introduce you to just the person you need to keep things going.
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