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A Letter to the Reader

If you’re thinking of starting your own business … if you’ve just started your own business … if you’ve been in business for a year or two … there’re things you badly need to know. That’s what this book is all about.

Things that’ll make all the difference between your small business surviving … or going under. I’m talking about what really goes on, not what many people would like you to think goes on. Yet much of this vital information does not get talked about or written about, frankly and openly, because it would help business newcomers immensely-but only them. It would hurt the interests of everyone else out there, hustling and hyping their different brands of Small Business Snake Oil, to all those innocent, green, naive business neophytes, each with their tempting little nest eggs of start-up cash, ready to be spent.

So I wrote this book for the newcomers on the small business scene. It covers every “survival priority.” It tells the truth, clearly and readably. Read it cover to cover. Reread it from time to time. And you will have a much better chance of being among the 30 percent who survive, rather than the 70 percent who don’t.

The good news is that there’s never been a better time to start and run your own business. For all sorts of encouraging reasons. This news gets a lot of upbeat, feel-good press coverage … but this is only part of the story. There’s more news.

The old news is that it’s always been pretty tough to do what you’re planning to do, and it’s no different today. It’s a long, hard grind and you pay a high personal price. This old news doesn’t get much media coverage; downbeat stuff doesn’t sell newspapers, books or TV programs.

The bad news is that the Small Business sector has become a major “market segment” for Corporate and Professional America, hyping every product and service you can imagine, plus some you can’t. So they’re promoting Small Business like they sell body lotion-glamorizing it, romanticizing it, making it look trendy, quick and easy, oh so easy. This deceptive, self-serving hype never gets media coverage. Who wants to stomp on the toes of all those fat advertising clients with their multimillion-dollar budgets? Start believing the BS these folks throw out at you daily, that it’s all easy and that success is just around the corner, and you’re going to get your priorities all wrong, from the moment you start … and you’ll soon join the 70 percent club of failures, just because your focus was wrong.

Forget about success. It comes when it comes, and not a moment sooner. It’s in the hands of the gods. Concentrate on surviving … that way you’ll still be around to enjoy the success, when the gods finally look your way.

So keep your attention tightly, constantly and single-mindedly focused on surviving through those tough first years. That’s all that matters. The rest comes later. And I wish you the best of luck in your efforts. Luck always comes in handy.


About the Author

Tom Culley knows about beating the odds … and about running scared.

At age twenty-four, he was given a probationary admittance to the graduate MBA program at the Wharton School of the University of Pennsylvania … meaning: fail any course and you’re out on your neck. This, because he never went to college, did not have an undergraduate degree and had finished the British equivalent of high school at the tender age of seventeen, to go to work in a small family insurance business in Rio de Janeiro.

So he ran scared.

After only sixteen months at graduate school, he surprised everyone, himself included, by graduating in first place in the Wharton MBA class of ’65, with honors society stuff, the works. He is the only businessman in the U.S. ever to have placed first in his class at a top graduate business school, without first having gone to college. He explains this extraordinary achievement rationally: fear motivates, absolute fear motivates absolutely.

So he beat the odds, first time around.

Bursting with self-confidence, he then started an entrepreneurial supermarket venture in Brazil, with a fellow Wharton MBA. Four years later, the business went spectacularly bust, from too rapid expansion.

The second time around, the odds were tougher.

So much for MBAs. Welcome to the real world of small business.

From there, Tom Culley built a most unusual, diversified professional career, spanning both the corporate and the entrepreneurial worlds.

In Big Business, as a McKinsey & Co. consultant in the U.S. and Europe, and as an international corporate executive with Nestlé and other major companies. In Small Business, as an entrepreneurial workout artist, start-up operator and hands-on manager, in a diversity of small and medium-sized businesses in both Brazil and the U.S.

Finally, he took a professional “sabbatical” to concentrate on writing a comprehensive book he felt was sorely needed in the entrepreneurial field: a book explaining the hard realities of small business life to newcomers, to help them beat the odds against survival.

Tom Culley’s book had been steadily incubating for many years, as he learned from his own business successes (and failures) and observed up close the struggles of small business owners … and the needless early demise of many of them. Always wondering why it was so hard to find an honest book about small business, which tells the unvarnished truth to those who so badly need to know it.

He self-published the first edition of Beating the Odds in Small Business in South Florida, where its grassroots success attracted the attention of Simon & Schuster, now the publisher of this new edition of his original book.

Tom Culley now lives in Connecticut, where he and his partner run their own business … named, naturally enough, Small Business Matters, Inc.
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Thanks, to each and all of you. Yet a special, sweeping doff of the cap is due …

to Fred Hills, my editor, who bet on a dark horse with long legs,

to Keith and Kristin Lyon, my business partners and friends, for support over and beyond,

to Amy Wade, my sister, for transatlantic help, encouragement and much more,
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To my father, another Tom Culley, from another world and long gone era, who nevertheless would have gotten one delighted chuckle out of all of this, had he been around to read it, out beside the river on the swing chair in the morning sun.

There’s got to be a library up there.


About Legal Disclaimers

In microscopic type, buried among those little notes that publishers love to place in the first pages of their books, I was told I should put this kind of save-my-precious-butt boilerplate disclaimer:

This publication is designed to provide accurate and authoritative information in regard to the subject matter covered. It is sold with the understanding that the publisher is not engaged in rendering legal, accounting, or other professional service. If legal advice or other expert assistance is required, the services of a competent professional person should be sought.

—From the declaration of principles jointly adopted by a committee of the American Bar Association and a committee of publishers

In translation, here’s what those illustrious committee members are telling me I should tell you (with a nasty “or else” hidden in there somewhere): Look, folks, I don’t really know too much about what I’m talking about. In fact, I don’t really think my advice is much good at all. Come to think of it, don’t even know why I wrote this book. So please don’t sue me, if you make some idiotic, bone-headed mistake in running your own small business and you (and your lawyer) want to pin the blame on someone else, because it’s not my fault either, see, because basically I’m just a rank amateur. What you should have done all along is not read my book, let alone buy it, but instead go talk to someone who really is competent like … now would you believe this? … a lawyer, an accountant or other “professional person.”

For a professional fee, natch. One that might turn out to be pretty horrendously heavy for your small business’s very limited financial resources. But hey, pal, us professionals have gotta stick together, gotta help each other turn a fast buck, any which way. That’s what committee members are all about.

That’s also one small part of what this book’s all about.

Check out Chapter 13.1 have my own point of view on these jokers.

Only personal opinions, you understand. Nothing you could ever sue me for. After all, what do I know?

So here’s my amended version of that boilerplate disclaimer:

This publication is designed to provide you with honest advice from the real world of business. Like everything else in this imperfect world, this book can’t be perfect but you’ re getting my best shot and my hardest work for your money. Everything in this book represents only my opinions, from a lifetime of real-world experience. They’re the best opinions I’ve got to give, but they don’t come with a five-year money-back warranty. If you think my advice ain’t worth diddly squat, that’s your opinion and you’re entitled to it. Go take your spending money elsewhere and buy yourself some trendy guru book, with the right disclaimer (in real small type). See how much good that’s gonna do you. This book is sold with the understanding that the author is not engaged in rendering legal, accounting, astronautical, biophysical, theological, zoological, medical, psychiatric or all and any other professional service of any shape, size or form. You name it, I’m not engaged in it, don’t do it, never did. So there. And, by the way, I still think this is the best book of its kind around, bar none. But that’s only my opinion, you understand. What do I know?

—From my declaration of my own principles
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WARNING LABEL
LEST THERE BE MISUNDERSTANDINGS:
This Isn‘t a Management Theory Book … It’s About Running Your Own Business, Is All


Success = Easy; Survival = Hard

Words paint pictures in your mind.

Almost everything you hear or read or see these days about small business, your own business, home business, new ventures and entrepreneurial activities, comes plastered all over with that glitzy word success. Why? Because the word almost makes a promise by itself. It paints pictures of instant gratification, of goodies you richly deserve and are going to grab very soon, of something that may take a little work but is, somehow or other, quick and easy.

Success = Easy.

The hustlers flashing you this seductive S word use it only because they want to sell you something. A whole lot of somethings. They want you to hand over your wallet and lay open your checkbook. They want you to start your own business, not because they have your best interests at heart, but so that you will spend your money and buy whatever services or products or deals or dreams they are hyping. Right away, while you are still wet behind the ears and still have some start-up capital to spend. What happens to you a little later on, once you’ve spent it all, is not something these Good Samaritans stay awake at nights worrying about. You don’t have to be a marketing genius to know that salespeople close sales by making you promises you’d love to believe.

And you’d love to believe the promise of success, wouldn’t you?

Sorry, folks. Wrong S word.

Success, when and if it comes, comes much later. Only after you’ve overcome many obstacles and shed your fair share of blood, sweat and tears.

The right S word is survival. Not a cosy, comforting word; a cold, unforgiving word, which conjures up images of suffering and struggle. The moment you hear the word survival, a little voice inside warns: uh-oh, this means hard. Not a word that is going to entice you to race off and plunge heedlessly into a new business venture. Not a word that those marketing folks like to use. Even if it is the correct and honest word to use … in fact, the only word to use.

This book is about survival. It is not about success. I wish you all the success in the world. But what I will teach you is survival. Success is the fun part, and that you will be able to handle on your own … if you’ve made it through the survival stage.

Survival is the operative word for what matters in starting and running your own small business. If everything I have to tell you in this book makes you run screaming for the exit, the way I see it is I’ve done you a big favor. If it makes you grit your teeth, mutter, I thought there was a catch here somewhere but now at least I know what it is, yet still persist in your small business plans, then this book will have been one of your better investments.


 
Depend on it, Sir, when a man knows he is to be hanged in a fortnight, it concentrates his mind wonderfully.

—Dr. Samuel Johnson, 19 September 1777


 
Survival = Hard.

Hard but possible, hard but doable. If you have the right focus.

So They’re Telling You It’s Easy?

Small business newcomers would naturally like to believe that business is easy, and that there are shortcuts to success. There are a whole bunch of predators out there, who make a living fostering such illusions. You’ll read about them, shortly. They won’t appreciate my book. But then, this book’s for you, not them.

There’s no way around it. Small business is tough. Hard work. Long hours. Serious problems. Heavy responsibilities. Self-discipline. Self-criticism. Worries. Sacrifices. Detail work. Persistence. No self-indulgence. No ego trips. You’re very much on your own. It’s tough … it’s hard … it’s lonely.


 
Most people suffer from what I call the Doris Day School of Management. They think life is a bubble bath. Well, it’s not.

—Michael Feuer, head of OfficeMax, qouted in Fortune


 
Qualifications? Only two, really (apart from the essential personality and character traits you need to endure all that tough stuff). One is common sense—a whole lot of common sense. Another is a substantial dose of smarts—street smarts, not academic smarts. With those two qualifications, you can get started in small business just as well as anyone else. From there on, it’s on-the-job learning, which is up to you and you alone.

No, you really don’t need a stack of technical qualifications, academic achievements and big-time business experience. In fact, businesspeople with impressive credentials don’t seem to do any better in small business than the credentially deprived. If you’re looking for a job, sure, that’s what you’ll need, prettily presented in a shiny résumé.

But no one’s going to interview you for your small business job. You have to interview yourself. If you do it right, it’ll be the toughest job interview you’ll ever have. You have to look hard in the mirror, ask yourself the toughest questions and give yourself the straightest answers. Painful but essential. Otherwise, you’ll only be fooling yourself. You’ll pay for that self-deception, sooner than you’d expect.

So what’s the big problem?

It’s that the majority of new small businesses do not survive. They close down in their first year or two. Go belly-up. Kaput.

Why?

Because the newcomers don’t understand the jungle they’re stepping into. Not from stupidity but because they happily swallow the sweet- smelling success snake oil the hustlers and the gurus are hyping out there and they buy their “rose garden” vision of small business.

Because they do all the unimportant, unnecessary, unwise and time-consuming things they are told trendy modern managers must do, instead of those basic, dreary, boring, critical, essential tasks that might save their entrepreneurial asses.

As a result, they make too many mistakes, early on … and fail. New small businesses are babies. They’re frail and fragile in their first years. A couple of bad mistakes is all it takes to wipe them out. Older, established businesses make their share of mistakes too, but they have more resilience and greater staying power. They’re tougher. They’ve learned their survival skills. They’ve built up their defenses.

You may want to believe that small business should be like high school, where you get a chance to learn from your mistakes and gradually develop your skills. Not be dragged out into the schoolyard and summarily shot, the first time you get the answer wrong. But small business isn’t a school. It’s a jungle where you are fighting from Day One to survive.


 
The opportunities to make a killing, and make it fast, are spectacular in small business. So are the opportunities to lose everything. The big goof that leads to a lost merit raise in corporate America, can lead to a lost company in small business.

—The Wall Street Journal


 
So Is It Worth the Effort?

Survival in small business is all about focus, not about brilliance. Focus on reality. Focus on dangers. Focus on opportunities. Hard-nosed focus, always. You’ve heard the many stories of successful businesspeople who started from nowhere, with only average abilities and intelligence. No geniuses here. Often the only thing that separated these successful entrepreneurs from the failures is that they had no illusions about the harsh realities of business, from Day One. They got their focus straight, right off. They concentrated on the basic tasks that would guarantee their survival. They did the right things, from the start.

Now here’s the good news, before you decide you have just bought the Business Book from Hell.

Yes, it’s worth it. It’s worth the tough parts and the rough times and the scary risks. In spades. The rewards of being your own boss, running your own small business, are immeasurably greater than being some corporation’s employee. Especially in today’s miserable, neurotic, downsized, restructured, reengineered corporate world. It’s not just the opportunity of being better off financially—possibly much better off, if you’re lucky. It’s the extraordinary satisfaction of working for yourself. That’s the ultimate in “job satisfaction.” Satisfying yourself, not some impersonal corporation or bozo boss.

The Dealers in Success Snake Oil

But it’s hard and that should come as no surprise; it’s no big secret.

So you’d at least expect that business books and entrepreneurial magazines, seminars, workshops and what-have-you would treat the subject respectfully and dead serious, focusing on survival instruction. Like being trained in piloting, parachuting, mountain climbing or scuba diving. Where the instructors are honest, they feel responsible for their students’ well-being, and their message is:

“Get this basic stuff straight, pal, take it seriously, learn it carefully and use it always. Or you’re toast.”

Fairly logical, right? But that just ain’t the way things work in the Wonderful World of Entrepreneurial Preparation.

There’s a whole thriving industry out there, selling a whole different rose-tinted vision of small business heaven, through books, magazines, newpapers, TV and radio talk shows, videotapes, audiotapes, courses, seminars, advertisements, you name it.

There’s a whole lot of hogwash out there. Dangerous, misleading, dishonest hogwash. Hogwash that points you in the wrong direction. Hogwash that sets you up for a fall. Hogwash that sells you “business opportunities” that you need like a hole in the head. Hogwash that sells you business stuff you don’t need and business services you can do without.

What isn’t hogwash is often just repainted, reupholstered and retuned basic business common sense. What there is of value usually applies only to the problems of mid- and large-size corporations, with their complex organizational and managerial problems and their inefficient, ingrained corporate cultures.

That is an entirely different world from the small business world you’re planning to live in and survive in. You’ll have plenty of problems, for sure, but of a whole different kind.

Turn to the business gurus, and you’ll be fed an endless stream of the latest organizational theories and newest management fads, trendy buzzwords and fashionable slogans, motivational seminars and touchy-feely workshops and politically correct agendas.

Their messages are relentlessly upbeat … just follow the advice, little children, change your attitudes, get in touch with your Inner Child, try the Seven Healthful Management Systems of This, follow the Twenty-nine Successful Business Steps of That, adopt the One Hundred Personal Hygiene Habits of Top Corporate Chieftains and, bingo, you’ll be a successful entrepreneur quicker than you can say Deepak Chopra, Stephen Covey, Tom Peters or Anthony Robbins. Everything’ll work out just fine.

It won’t. Believe me. Not with that kind of advice, it won’t.



IGNORE THE PSYCHICS AND STICK WITH WHAT YOU FIND MEANINGFUL

The search for deeper meaning in one’s career goes on. Consider these nuggets from the American Management Association’s recent conference …

All people are spiritual and all work is sacred, said [an executive coach]. She suggested, among other things, that people take time out each day to “concentrate”—i.e., meditate or pray. Eventually … we can make the workplace “a sanctuary that is purified from the corrupting influences in the world.” …

[Another executive coach] described how she develops a “perfect life vision” for clients by asking them to describe a time when they felt fully utilized and to imagine how they would spend their time if there weren’t work, family or money considerations.

Certainly, finding work you consider meaningful is important. But I wonder what planet some of these people come from. Certainly not this messy, imperfect orb, where careers are often embroiled in office politics, tough tradeoffs and grim economic realities, and work, family or money are nearly always considerations. Instead of a sense of spirituality or perfection, I recommend a sense of purpose and a sense of humor.

—Hal Lancaster, The Wall Street Journal


 


It will only increase the probability of failure, by giving you bum steers, hokey advice, a highly distorted view of the real business world and unwarranted optimism. But this stuff is all so well packaged, so smoothly marketed, so sexy, that many readers don’t see it for what it really is: fluff, pure fluff.

So they overlook the harsh realities of the real business world they are entering. They don’t learn the sometimes unattractive, often dreary and usually plodding “business basics” that might just possibly be the key to their survival in their own businesses.

Overdosing on Advice

Like intelligent dieting or healthy living, there is only so much good, practical, solid advice that can be given about business. Beyond that, it’s just a waste of time and money.

In small business, you really need to know two things: the realities of your situation (Are there thunderclouds out there? Is the weather clearing?) and the operating basics (How do you pilot the damn thing and land it safely?). Beyond that, success or failure is strictly a matter of your own competence, hard work, skill, talent, common sense, intelligence … and plain, old-fashioned dumb luck, good or bad.

But the folks who make their living hustling management “advice” have to keep inventing new angles, new theories and new miracle solutions. To keep selling those books, magazines, videos, seminars, workshops and consulting services, naturally.

Now that’s no big deal in the diet and health businesses. It’s part of the game and no real harm is done. So you blew twenty bucks on a glossy book touting the latest miracle diet and it didn’t work. You’re still twenty pounds overweight. But no real damage was done … except maybe to your pride and motivation. You learned something, even if it wasn’t what you intended. On to the next diet, on to the next book.

It works that way in Big Business, where every few years top management switches gears to the latest, most fashionable organizational or management theory. Gotta stay current, gotta keep trendy.



ON THE BRIGHT SIDE, HE’S BEEN LOSING WEIGHT STEADILY SINCE

Stuart Berger, the author of Dr. Berger’s Immune Power Diet, died at forty weighing nearly four hundred pounds.

—Esquire



Just as reading diet books is a substitute for losing weight, reading management books is a substitute for good management.

—Professor Terrence Deal, Vanderbilt University, quoted by Eric Schonfeld, Fortune


 


But it doesn’t work that way in Small Business.

You can’t screw around in Small Business. You can’t keep switching priorities and directions. You can’t change management methods and business procedures the way you change your clothes. Most small businesspeople have only one shot at getting it right and very little time in which to do it. Small business is a constant battle for survival. The time, effort, attention and money you can end up devoting to the latest, trendiest management fads, business fashions and organizational theories is all time, effort, attention and money diverted from your small business’s priorities.

Which can tip the balance between survival or failure. And most businesspeople who fail don’t or can’t go around for a second try. You can get blown away, financially and emotionally.

It isn’t funny, it isn’t a game and it just isn’t right that so much irrelevant, misleading “advice” is hyped as the Shining Path to Easy Success, to people embarking on one of the more serious ventures in their short lives.

So pay no attention to all that trendy advice and those feel-good philosophies. Just remember:

Survival comes first. Concentrate all your initial efforts on surviving in the jungle. You can have fun with success when you’re out of the woods.

Grasping Reality

The single biggest problem facing people starting out in small business is this: they don’t correctly and fully comprehend what is really going on in the world they are about to enter. How can you get off to a good start if you haven’t gotten it straight to begin with? Especially if time is not on your side, due to the natural vulnerability of new businesses and the narrow time frame you have to get your act together.

So, as the Grinch Who Stole Your Small Business Christmas, I must first straighten out this little problem of rosy perceptions and unreasonable expectations. There won’t be much point in giving you detailed advice if we haven’t reached a clear, common understanding on what the realities are all about. We have to be talking about the same jungle, the same dangers and the same opportunities.

Check it out for yourself. Go talk to anyone, friend or family, who’s been in their own small business for the past few years, and ask them a straightforward question: “Before you started out, did you have a clear idea of the realities of the world you were getting into?” The straight answer will always be: “No way. It was much tougher than I could ever have imagined.”

My advice in this book can never cover each specific problem or difficult situation you will face, or each snap decision you will have to make. You’ll have to rely on your own cold-blooded, commonsense, hard-nosed vision of the real business world, with all its warts and blemishes (and the occasional beauty spot), so that you can call your own shots quickly and correctly.

Better the devil you know …

Awareness of the Outside World

It’s not just the “rose garden syndrome” and the distorted vision of reality that this creates. It’s also that your vision has to be external. Your small business, even if it’s operated from an old desk, a beat-up computer and a single telephone line in a corner of your bedroom, exists and survives in the outside world.

Not just in your bedroom.

The outside world has a nasty habit of creeping up and sucker-punching small businesses when they least expect it. Much of what happens to your small business, both good news and bad news, will relate to the outside world. Sometimes just around the corner, sometimes on the other side of the globe.

Too many beginners in small business feel that all they need to know is the narrow specifics of the particular business they are entering. “Hey, I’m great at Italian cooking. Let’s open a little pasta joint.”

That’s asking for trouble. Some of the serious problems that can happen arise for external reasons that often have little or nothing to do with the specific nature of the business itself. You can serve the world’s greatest pasta, you can have customers waiting in line at your restaurant door—and you can still go bankrupt very, very easily and for any number of excellent reasons that have nothing whatever to do with how delicious your pesto sauce tastes.

Grasping the Details, Staying Informed

As you move through this book, we will progressively cover everything you have to know about each and all of the survival priorities, without getting overly hung up on too much detail. We’ll cover all the essential areas but avoid overloading you. It’s the main messages that matter; details will be much easier to grasp once you’ve got the survival priorities in focus.

In Bob Dylan’s words, “You don’t need to be a weatherman to know which way the wind blows.” But you do need to know which way the business wind is blowing and how hard.

When we’re finished, you’ll feel comfortable with what you thought were difficult, complex business subjects and you’ll no longer be intimidated by them. From then on, I strongly recommend that you make a personal habit of keeping up-to-date by regularly—even if superficially—reading the business pages of your local daily paper or the better business magazines. It won’t exactly be fun reading, but it’ll take only a few minutes of your day, and it’ll always give you an “edge.” That way, what you’ve picked up in this book will stay fresh and up-to-date.

That edge just might, one fine day, spell the difference between your success or failure. By staying well informed, you’ll always have an advantage, since you’ll have a realistic perspective from which to be thinking through solutions to problems that arise. You’ll make your decisions faster and better, because you’ll have more self-confidence that you can see “the big picture.”

Remember, in this book we’re talking about today’s “big picture.” But the world is changing constantly, at a faster and faster pace. Things will look different, maybe very different, just a few years from now. We don’t have a crystal ball to tell you what’s headed your way. So keeping up-to-date and well informed is a daily business habit, like brushing your teeth, which will always be good for your business health.

Obviously, there will always be further details I don’t and won’t and can’t cover. That is your responsibility. As you become familiar and comfortable with all the areas I discuss (and remember, not all of them will necessarily apply to your specific situation, although they will all help build your overall business knowledge and self-confidence), you must develop the self-discipline to progressively teach yourself the additional detailed knowledge that you will continually need in your specific business activity, as you grow and develop.

Many successful entrepreneurs are often self-taught and they keep learning until the end of the game. They never fall into the trap of thinking they know it all.

Don’t feel overwhelmed: the techniques, skills and business knowledge you will need to stay on top of your small business are simply not that complicated. There’s often a lot of detail to master, but we’re not talking nuclear science or managing General Motors; it’s all pretty basic stuff. You just have to make sure you understand what’s going on and work at getting a solid grasp of those details that apply to your own business situation.

Enough with the preliminaries.

Let’s start work on the business of Small Business.


1
WELCOME TO SMALL BUSINESS:
Sure, It’s Tough … Yes, It’s Risky … But It’s Still Your Best Choice


You’re Not Alone

Statistics show that about 750,000 new businesses are started every year in the United States. Almost all of these are small businesses. But the actual number is much higher; that 750,000 figure is based on the actual legal process of incorporation of new business entities. It does not include one of the major trends of the ’90s, the one- or two-person small business usually operated out of a home, garage, or one-room office. These businesspeople operate as “self-employed.” To save costs and hassle, they file taxes as individuals. If they have a business name, it is usually a “d/b/a” (doing business as) name, not an actual corporation.

These different trends make for confusing statistics but we can safely say, without risk of overestimating, that new small businesses are being formed in the United States at a rate of at least 1 million per year. That is far higher than in previous decades. And how many small businesses, new and old, are there in all? Here again, different statistical sources give different numbers, but it’s a fair guess that the total is close to 30 million small businesses in the country.


 
Today, almost 10% of American workers are self-employed—reflecting a trend toward independence and entrepreneurship bolstered by increased labor market turbulence over the past decade. Some have struck out on their own simply to stay afloat after being laid off, others to gain flexibility and autonomy, and still others to pursue the American dream of upward mobility.

—Gene Koretz, Business Week


 
So when you consider starting up your own small business, take comfort from the fact that you’re in good company; you’re riding the wave of the future. There are good, solid economic and social reasons why all this is happening and there’s nothing crazy about wanting to do so. It makes eminent good sense.

But the good sense has also to be applied to running your small business, not just starting it. Starting it and joining the national small business club is the easiest part. Running it day-to-day and paying the annual dues is a damn sight harder.

So What’s a “Small Business”?

We can roughly group small businesses into three categories, working from the largest to the smallest:

“BIG” SMALL BUSINESSES

These businesses have somewhere between twenty and one hundred employees and have usually been operating for a number of years. Sometimes bad luck or mismanagement will bring one down but in general they are home safe. They’ve grown from nothing, made all their big mistakes and survived … they’ve learned their lessons well. Their management is usually professional, they’re efficiently organized and they’re on top of their business, whatever it may be.

Such “big” small businesses are often run by owner-managers, who still maintain the dynamism, simplicity and informality of a small company—and prefer it that way. There’s a simple rule of thumb that says that once companies get past the 100-employee level, they start thinking and operating like Big Businesses.

There are large businesses that still manage to keep their “small” personality intact, through the personal preference and style of the owners. But there is a clear point in most companies’ growth (if they continue to grow) when they start to lose the flexibility, informality and dynamism of a small business and start adopting the more rigid organizational style and administrative structure that are found in large corporations.

Some owner-managers of these “big” small businesses deliberately choose to stay the same size, innovating and improving year by year to stay on top of their competition, but resisting the temptation to keep striving for further growth in sheer size. These companies, through progressive improvements over the years in efficiency and productivity, can often increase sales and profits year by year, yet still stay roughly the same size and still maintain the personality, characteristics and style of a small business.

In general, these “big” small businesses are modern and sophisticated in their management methods … they have to be, at that level.

“MID-SIZED” SMALL BUSINESSES

The majority of small businesses fall into this size bracket, with about five to twenty employees. Here you’re looking at the millions of retail stores, restaurants, storefront services, gas stations, repair shops, machine shops, studios, printers, bookkeepers, business services and the like. Many of these are franchise operations, operated and managed by their owners.

Here, levels of management sophistication and efficiency vary widely and wildly, from modern franchise operations with all their accounting, controls and systems supplied (and monitored) by the franchiser, to old-style businesses, comfortably secure in their niches and run pretty much as they always have been.

Among this large diversity of types, shapes and sizes, you can’t say that any one is better than the other. Different strokes for different folks. But you will find a remarkable consistency among those that have survived and are making a decent profit. They all keep their eye on the basics we are talking about in this book … even if their ways of doing so range from the latest computer technology to handwritten entries on file cards and notebooks.

“SMALL” SMALL BUSINESSES

Many of these small, one- to five-people businesses are home based. You will also find a large number working out of one-room offices, small storefronts and assorted holes-in-the-wall. Some of them will grow, get better organized, start making more money and eventually move up in the ranks. Others will stay the same small size long-term, focused only on providing their owner-managers with independence and a decent livelihood.

Nothing wrong with that. Constantly growing bigger is not necessarily what some entrepreneurs want to do, once they have achieved their primary financial goals and a secure position. They’d rather not face the extra hassle. That’s one of the rewards of small business: you decide what you want from your business in personal terms. The business doesn’t decide for you … unless you let it.

One painful fact is that the mortality rate is highest among these, the “babies.” But that fact should not discourage you. It’s pretty natural when you stop to think about it. Just like babies anywhere, they’re learning how to walk and talk, they’re building up immunities to disease, they’re learning to take care of themselves. Some “baby” businesses just don’t make it through this period of vulnerability. You can learn lessons by looking at the ones that unfortunately didn’t make it and asking yourself what they did wrong.

Business Mortality: The Bad News

The bad news is that on average a majority of small businesses don’t make it. They fail or fold in their first year or two.

This news should bother you, and that’s all to the good. Running a little scared is the best way to run a business and the surest way to stay alive. Knowing how easily others have failed will stiffen your spine when the time comes to make hard decisions.

There’s a widely quoted statistic that’s been around since they invented business schools and started teaching Statistics 101. It says that over 70 percent of new business ventures fail or close down in their first two years.

Nobody knows what the exact percentage is today and it really doesn’t matter. The key point is, it’s damn high; it’s certainly well over 50 percent. The message is clear and deadly: most new businesses—meaning small businesses—are not prepared, in some form or other, for what they are about to face. When the first hiccup comes (and it always does), they don’t have the financial resources or staying power to make the necessary adjustments, correct their mistakes and keep battling on. They get wiped out by the first salvo in the battle.



SUDDEN DEATH

It’s a Sad Truth about Small Firms: They Go Out of Business All the Time …

By their very nature small companies are far more more vulnerable to abrupt failures than large businesses. For one thing, they tend to have less access to credit and capital when their cash flow dries up. They also lack product diversity—the one item they’re counting on to be hot may become passé or never take off at all. As a result, a setback that perhaps would only knock a dollar off a big, diversified company’s stock, might be enough to put a small company out of business.

—Rodney Ho, The Wall Street Journal


 
So what does that tell you? That the ones who folded were unprepared and ill informed. They went into the poker game without an adequate bankroll, without studying the rules, without knowing how to calculate the odds and without checking out the players in the game. It may sound heartless, but they had it coming. Feel sorry for the others, who made all the right moves but then got blown away by the unpredictable storms and tempests that sometimes happen in the business world, in spite of their best efforts.

Business Survival: The Good News

And the good news? The good news is that the survival rate has been improving in recent years.

Recent research is showing that the 70 percent death rate—that longstanding, oft-quoted piece of statistical wisdom—is dropping. There are more survivors.

The explanation for this drop in the death rate of new businesses is that ours has become a much better informed world. Much as people may grumble and complain about the deteriorating quality of television, the press, radio talk shows and education in general, the fact is that recent years have seen a stunning, remarkable surge in the amount of information being thrown at the average citizen. And a good part of this steady stream of information relates to business, finance and economics.

Years ago, business news was for Businessmen, with a capital B. Dad, in his comfortable, secure job, did not need to know anything other than the technicalities of the business in which he worked. Mom had to know how to bake tuna casserole and change diapers.

The Information Revolution and the other assorted social, cultural and economic revolutions currently being fought out have mixed things up nicely. Now there isn’t a single reasonably intelligent, reasonably balanced, reasonably normal man or woman in the United States today who is not: (1) concerned about their personal finances; (2) worried about their jobs; (3) aware of firings, downsizing, bankruptcies and other business phenomena; and (4) informed of general business and economic news. It’s a different world.

So the folks who are now starting out on the same small business path as their predecessors (who generated those chilling statistics) are just naturally better prepared and more realistic about what they are getting into.

The latest statistics are telling you that if you make a real effort to inform yourself about business realities and if you work hard at preparing yourself for your small business venture, that alone should switch the survival odds in your own small business venture—from 70/30 against you, maybe to 30/70 in your favor.



AFTER YEARS OF NEGLECT, A GOLDEN AGE DAWNS FOR SMALL BUSINESS

This could be the best time in decades to run a small business. Why?

More money will be flowing into the small business sector from a growing number of sources. Venture capitalists are more flush with cash than ever…. Banks … should be opening their coffers too…. Some are exploring ways to expand in the small-business market.

The star of small business is also rising in Washington…. Some form of tort reform, tax reform, and overall simplification of regulations looks certain. Even if the changes aren’t large at first, it’s clear that the currents are moving in the direction of free enterprise.

—Peter Nulty, Fortune


 


Why Choose Pain and Sacrifice?

If and when a small business fails or folds, the pain and financial losses are extreme. Most of the burden falls on the businessperson responsible for the failed venture and his/her family and close friends. It’s not a fun experience, to put it mildly.

Yet even if you do prepare well, work hard and survive in your small business venture, it’s still going to be a tough, hard grind, for who knows how many years. Who needs that? Why not just hold on to that comfortable guaranteed-for-life job at International Widgets Corp. and calmly live out your allotted lifespan, blissfully safe and secure for the duration?

Because, pal, starting your own small business may well be the only attractive alternative you will have, the way the business world’s headed these days.

Jobs like yours are going the way of the dinosaur. International Widgets will probably be taken over next quarter by Global SOBs Inc., who will unceremoniously can your redundant (as they view it) ass, with two weeks’ severance pay and a Mickey Mouse watch in grateful, heartfelt appreciation of your twenty-five years of faithful, dedicated service. Welcome to Al Dunlap world.



ENTREPRENEURIAL SPIRIT ENTERS HIGH SCHOOL

Teens See Business Ownership as Shelter from Corporate Layoffs

Many of America’s teenagers believe they’ve found a way to avoid becoming corporate layoff victims of the next century: Start a small business.

Nearly 70% of high school students want to launch their own small business, according to [a survey]. By contrast, only half of adults surveyed expressed an interest in small-business ownership.

Young people seem to be listening to their families’ dinner table discussions about economic uncertainty and major corporations’ layoffs…. “The kids said they don’t trust government and they don’t trust big business.”

—Stephanie N. Mehta, The Wall Street Journal

If we’re old enough to kill each other, then we’re old enough to start our own business.

—Patrice Tsague, 21, president of [a company] designed to foster entrepreneurship in young African-Americans, quoted in Fortune


 
Or you may have already lost that well-paid job, through no fault of your own. Or your well-paid job may suddenly have become a lousy, badly paid job. Or you may have been forced into early retirement. Or you may be young, smart and talented, and your job prospects are limited to Greaseburger Heaven, at $5.75 an hour, part-time, twenty hours per week.

Or maybe you have some cash stashed away: hard-earned savings, retirement funds, an inheritance, a graduation present, insurance money from the late lamented spouse, whatever. It’s money but what good is that going to do you? Start spending it and soon it’ll be gone. Put it into stocks, bonds or CDs, and it’s probably not going to generate enough annual income to keep you alive, carefree and happy. Instead, you may want to give serious consideration to investing it in your own small business. It’s a good investment option, so long as you give up on the idea of “carefree and happy” for the next few years. Because you’re going to have to work hard to protect that investment.

So, whatever your personal circumstances, you may well discover that in this modern, turbulent and unpredictable world, starting your own small business may be the best alternative you have for making a decent, well-paying living long-term, and controlling your own career and financial fate.

If the price of having chosen this direction is the need to make considerable personal and family sacrifices, for a number of years, you may consider it a fair trade-off. Unless you still believe in rose gardens, free lunches and fairy godmothers.

Hitting the Jackpot

Of course, there’s always that other seductive, enticing reason for starting your own small business.

The dream of glory, success and Big Bucks. Of the good life, the fun life, the carefree life. When your business becomes a wonderful, stunning success, everything comes together and everything works out perfectly.

When you hit the jackpot.

It actually can happen. The odds are pretty long but it has happened to a number of successful entrepreneurs. Often it’s plain dumb luck. Sometimes it’s outrageous smarts. Usually it’s just endless hard work. But it can and does happen to the lucky few.

However, hitting the jackpot must never be your main objective. It’s not something you’ll ever be able to guarantee. If it happens, so it happens. But it can be a fatal distraction if it becomes your main motivation in starting your own business.

Some small businesses fail precisely because their owners allow their wild dreams of hitting the jackpot to distract them from short-term priorities, from the grungy, sweaty work that often needs to be done, and from the day-to-day problems that need to be resolved. They take their eye off the survival ball, they start dreaming of next year’s successful jackpot instead of tomorrow morning’s tasks, and … pow! They’re blown away by costs, customers, competitors or whatever else snuck up behind them while they were dreaming and sandbagged them while their guard was down. The dream never had a chance.

So, for your own protection—and sanity—think of your business, first and foremost, only as a better way of making a decent living and taking control of your life. Not as a ticket to fame, riches and the good life.

If you get lucky and your small business becomes a huge money machine, wonderful. I’ll be happy for you. Send a postcard from Tahiti.

Just don’t ever count on business jackpots.

They’re in the hands of the gods. Not yours.

The Rewards Are for Real

Now that I’ve finished administering the nasty medicine, let’s relax a little and talk about the good side. Yes, indeed, there is a good side.

Although small business has its hardships, it also has its rewards. You’ll appreciate the rewards that much more, because they come hard won. Here’s a short list:

Remuneration: Once you’ve got your business up and running, you should be able to pay yourself at least as much salary as you would receive in a regular job, and probably more. In some cases, much more.

Perks: You’re the boss. So long as you don’t tread too heavily on the IRS’s toes, you can creatively grant yourself a bunch of little advantages that you’d never see as an employee.

Expenses: Here again, while keeping a careful eye on Big Brother IRS, there are many expenses that your business can absorb—and legitimately deduct—that would otherwise be your personal expenses.

Job Security: As long as you stay in business, no one can fire you. Your only concern becomes the security (survival) of your business. The freedom from “boss people” with life-or-death power over your job security is a major plus, especially in this downsizing business world.


 
Some women who have dropped out [of corporate careers] are avoiding the issue [of returning] by starting their own businesses. Given the recent spate of corporate downsizings, a growing number of women opt for self-employment…. Once they discover the rewards, most do not want to return to corporate life.

—Deborah Jacobs, The New York Times

Women are starting businesses at three times the rate of men. Whether they’ve hit the glass ceiling, fallen victim to downsizing or want to find a way to juggle work and family, women are looking for ways to succeed through self-employment.

—Susana Barciela, The Miami Herald

Contrary to the image of women-owned businesses as small and struggling, a study … shows they are not only flourishing, but are more likely to succeed than the average American company.

—Rachel L. Jones, The Miami Herald





Games and Politics: You’re free of the frustrations, irritations and time wastage from the internal games and company politics that are a key part of protecting your job in many large corporations. If games and politics start happening in your own small business, you’re the boss and you’re to blame. You have the power to stop it.

Personal Efficiency: Unlike the corporate world, where good performance often goes unrecognized and unrewarded, in small business the results of working better are all yours to enjoy. Every effort you make to improve your personal working efficiency is totally to your and your business’s benefit. There’s a huge personal payoff in learning to work better. You actually enjoy figuring out how to improve your efficiency.

Personal Time: You work hard, you put in long hours, you work nights and weekends when necessary. But you also learn the real value of every hour, to yourself and your family, and you learn to manage your personal time better. So you don’t have guilt pangs when you treat yourself to a late morning, a midweek afternoon off, a long weekend, or, God forbid, an actual vacation.

These rewards all come with one major precondition: your sense of responsibility to your business and yourself must be total. There’s no fooling yourself in this world. You get to start collecting the goodies only if and when your business can afford them … and you’re the only judge of that. You’ve got to work at keeping yourself honest. If you start spending money the business doesn’t have or wasting precious time when urgent problems need attention, your small business will quickly end up joining the 70 percent crowd, the ones who don’t make it.

So here’s one final recommendation: fine-tune your conscience and your self-criticism before you start your small business. You’ll need them.

And the biggest reward? Remember that horribly overworked phrase job satisfaction, so loved by personnel managers, corporate psychologists and management gurus? A phrase that has become steadily more hypocritical and meaningless in this Brave New World of restructuring, reengineering, layoffs and downsizing.


 
The 1990s are turning out to be one of the greatest bonanzas for entrepreneurs in recent history. Entrepreneurial gambles have been the fastest road to riches since the days of Marco Polo, and today remain a major creator of jobs in the American economy.

—B. Bowers and U. Gupta, The Wall Street Journal


 
Job satisfaction is still very much alive and well in the small business world. It takes on a whole new meaning when you’re running your own show and the show’s running well.

It’s the best reward of all.

It’s the greatest feeling.

It’s what makes the hard work, the strains and the worries all worthwhile.

So welcome to Small Business.



DEEP WATER: AT SEASIDE MOTEL, NEW OWNERS LABOR TO STAY AFLOAT

Last December, Paul Pfaff, a silver-haired 42-year-old, quit a $75,000-a-year job, sold his family’s home, and risked everything to purchase the Edgewater Lodge [in Long Key, Florida Bay] for nearly $1.4 million, mostly borrowed. For $400,000 less, he could have bought a spanking new McDonald’s franchise, but he was looking for a venture with atmosphere.

He got it. Though the 17-room establishment needs a face lift and a swimming pool, it boasts 600 feet of shoreline on Florida Bay, including five fishing docks….

Within four years, Mr. Pfaff may be able to sell the place for a $400,000 profit—if he doesn’t go broke or collapse from exhaustion before then….

“I really got tired of the corporate garbage and sitting at a desk unable to do anything more with my career. This is what I’ve wanted to do for a very long time—work in a place where I can create things, make them better and make money at it, on my own time.”

No matter that the Edgewater consumes nearly all of his waking hours. “I used to sit at a desk all day doing nothing and I was dying,” he says.

—Lyda Longa, The Wall Street Journal


 
Now how’s that for job satisfaction?


2
THE PERFECT SMALL BUSINESS OPPORTUNITY:
The Beauty of the Enterprise Is in the Eye of the Entrepreneur


Where Are the Perfect Opportunities?

If I had a precise map showing where to dig for entrepreneurial gold, and if finding the right business opportunity was all it took to be successful, I’d already be disgracefully rich. And I certainly wouldn’t be giving you and the rest of my readers my secret map, would I now?

I’m not rich, I don’t know of any secret formula, and no one else does either. Never believe any guru book, entrepreneurial magazine or motivational seminar that promises you the secrets to finding entrepreneurial opportunities. It’s either BS or a hustle—neither will be good for your financial health.

The truth is that there’s no handy answer and no sure way of finding the ideal small business opportunity.

If you’ve already bought one of those laundry list business books, touting “The Thousand and One Best Business Opportunities in America” or whatever, you’ve wasted your money. What are you going to do? Throw darts at it to decide which of the thousand you’re going to gamble your money and your future on?

New small businesses don’t succeed unless, in one way or another, they incorporate some element of the hopes, desires, dreams, abilities, personality, emotions, guts, experiences, skills, knowledge—whatever—of their owner-operators. If they’ve got what it takes, they’ll find some business opportunity that fits at least reasonably well with that peculiar and unique mix of characteristics that they possess, and they’ll make it work. You’re not looking for the perfect fit … only a reasonable fit.

That’s the key. It’s a highly personal process. Like picking out a new pair of shoes … or choosing a spouse. There’s got to be a minimum level of comfort before you buy the shoes and walk out of the store … or out of the church. And both the shoes and the spouse need breaking in, before they fit well.

It’s the individual owners who make any business opportunity an actual success, never the other way around. It’s not: just find the perfect opportunity and it’s guaranteed to work.

That notorious 70 percent failure rate includes many small businesses that were correctly focused on fantastic opportunities but just didn’t make it, only because there was no good “fit” between the nature of the business and the nature of the entrepreneur.

Great Businesses, Lousy Businesses

Few small businesses fail just because they went into a dead-end activity. There are very few inherently rotten business areas. Look around you and you will see people making good money in all kinds of weird, unattractive business activities. It works for them, even if it might not work for you. Different strokes, different folks. Never forget that Wayne Huizenga, the Blockbuster business genius, made his first millions in the garbage business. Didn’t make for great cocktail party conversation (“Find anything interesting in today’s trash haul, Wayne?”) but it did make for great success.

Consider the many new restaurants that close their doors after only a few months of operation. There is nothing inherently good or bad about the restaurant business, in itself. It’s who you are and how you operate the business that determines the ultimate outcome. You’ll hear all sorts of success stories to confirm how good it can be. You’ll hear all kinds of disaster stories to show how lousy it can be. It’s neither one nor the other.

The failures happen for hundreds of good and specific reasons, all usually related to the owner-operators, their decisions and their abilities: lousy location, too much local competition, inadequate financing, poor cost control, employee theft, crummy food, overpriced menu, you name it.



WHO ARE THE REAL ENTREPRENEURS?

Entrepreneur is not a meaningless word…. I’m talking about the conversion of ideas into viable businesses by means of ingenuity, hard work, resilience, imagination, luck, and all the other ingredients that go into a successful start-up….

In my book, entrepreneurs are people who, starting with nothing more than an idea for a new venture, have the ability to take it to the point at which the business can sustain itself on its own internally generated cash flow….

The entrepreneurs’ job is to put everything together, wearing 10 different hats, juggling 20 different balls, relying on their own knowledge and instincts and creativity to get them to positive cash flow.

—Norm Brodsky, “Street Smarts,” Inc.


 


Yet too often, when the funeral’s over, you’ll hear instead, “Oh, the restaurant business is one lousy business.”

No, that’s not the reason. It’s that the owners didn’t get it right, for whatever reason, good or bad. It may not even have been their fault. Nevertheless they just didn’t get it right in that particular restaurant, and you can’t place blanket blame on the restaurant trade, from their single unhappy experience. The right owner-operator can make a reasonable success out of even a lousy business. But a great business can’t make a success out of a lousy owner-operator.

So forget the very idea of “choosing the perfect areas of opportunity,” as if they’re just sitting out there, waiting to be plucked off the tree.

Instead, start with a cold, hard look at yourself.

Know Thy Business Self

Bill Gates started Microsoft because he was a computer nerd in high school. Same goes for Steve Jobs, who built Apple. Henry Ford was a mechanic. Sam Walton of Wal-Mart was a small-town merchant.

These are all exceptional cases but they illustrate the point. Starting a small business starts with self-awareness. Not in any touchy-feely, philosophical sense. Just a hard-nosed, commonsense awareness of who you are and what you want; what you’re good at, what not; what turns you on, what doesn’t; which sacrifices you’re prepared to make, which not.

You absolutely do not need to be a certified genius or have some incredible talent in some special area. We can’t all be Stephen Spielberg. Small business is a remarkably equal-opportunity jungle environment. Nerds and plodders make it just as frequently as prima donnas and hotshots. Possibly more so, because they’re less cocky and run more scared.



RELISHING THE FLAVOR OF A RESTAURANT STAKE

For many successful executives, the restaurant business has proven irresistible…. Outside investors contribute [funds], the chef and management put in their own funds and more efforts are made to set fiscal controls. That’s all for the best … because more than half of all restaurants fail within the first year….

Businesspeople need to realize, that just because you know your own business well, there’s no guarantee you can understand the risks of a restaurant investment.

—Jill A. Fraser, The New York Times

I learned more from the one restaurant that didn’t work than from all the ones that were successes.

—Restaurateur Wolfgang Puck, quoted in Inc.


 
But the ones who make it all have traits in common: self-awareness and self-criticism. They believe in their own potential, but they also know their abilities and limitations. This self-critical ability to “know yourself” is key, both in deciding where to start and in actually running your own business. If you don’t have it—and some people just don’t—don’t even think of starting a small business. You’ll fail. We’ve already said enough about the jungle environment surrounding small businesses for it to be fairly obvious that only realists can survive.

Realists know themselves. Dreamers don’t.

Everyone thinking of going into their own business has at least some vague idea of what type of business that might be. Work from there. Develop that idea, develop ideas in related areas, even in long-shot areas. But always start with an honest self-assessment of your own strengths and weaknesses, as the foundation for the idea. Somewhere there must be that gut-feel telling you:

“Yes. This is the kind of thing I can do.”

In apparent contradiction, you will sometimes read of entrepreneurs who start successful small businesses in areas about which they know nothing and that have no apparent connection with their personal characteristics. Here’s why: in such cases, they were already experienced business managers. They went into a business where the one key ingredient for success was going to be good, solid management, not any particular skill or special ability. So in fact they did know their capabilities and how to apply them, even if they were not experts in any specific area, technically speaking.

(A warning, however. Don’t confuse broad management experience in the corporate world with the ability to micromanage a small business singlehanded. It’s not the same thing, as some downsized former executives have learned to their regret.)

So specific, what-business-should-I-choose advice is impossible to give. Only you can search out and define the business opportunity best suited to yourself. The best broad advice I can give you is this: Make your selection from a survival perspective, not a success perspective.

What does that mean? It means choosing an area where you feel you have the best odds of still being in business, with your nose above water, after a year or two. Even if it does not seem as glamorous, as fun and as potentially moneymaking as other alternatives. Why? For the reasons we’ve already discussed. The start-up odds are not in your favor and your personal priority must be to survive. You are much more likely to survive if you select a basic, down-to-earth, doable project, rather than one which is geared to some vision of wild short-term success.



SHEEPSKINS UNNECESSARY

What’s critical to becoming a successful entrepreneur? Certainly not a college degree. [A survey] of 151 highly successful entrepreneurs—all ranking among the richest 1% of Americans—found that only 46% completed their college educations. An additional 29% never went to college, while 27% started and didn’t finish.

Even those who completed college don’t give their degrees much credit…. more important to success: starting a venture early.

—The Wall Street Journal


 


Almost all businesses that survive their first couple of years evolve and improve and change, especially in this fast-moving modern world. So you will have your crack at success later on, when you have a stable and solid small business base from which to grow.

Think Wayne Huizenga. He didn’t start with Blockbuster; he started with trash. He first survived with his garbage business; that later became his business platform for future success.

Are There Enough Business Opportunities?

Are there sufficient business opportunities out there?

Enough of them for you to find one that fits your needs and personal characteristics?

Yes, indeed there are. Far more so than at any time in modern business history. All the wrenching changes that are creating such turmoil in society and in the modern business world have their entrepreneurial advantages. They are creating hundreds of thousands of new opportunities for small businesses, on an unprecedented scale.

Downsizing: After the wild corporate self-indulgences of the conglomerating craze in the ’70s and ’80s, large corporations have switched directions. They are now discarding a mishmash of subsidiary businesses that they once avidly collected during their quest for the ultimate “Big,” to concentrate instead on their “core competencies,” as the gurus love to label it (all they actually mean is “basic business”). This latest switch in Big Business priorities means all kinds of smaller businesses are being freed up from their previous corporate owners. This is creating opportunities for entrepreneurs, although usually the bigger ones with the deep pockets.



SMALL PRODUCT-DEVELOPMENT FIRMS SHOW SOLID GROWTH

Entrepreneurs Fill a Void as Big Concerns Trim Their Internal R&D Staffs

With many large companies scaling back internal research and development, small [firms] are seizing a chance to pick up the slack….

Corporate downsizing has decimated many research and development staffs. But as the economy has strengthened, many companies have chosen to pump more R&D money to outsiders, rather than keep it in-house. At the same time, rapidly improving computer technology has enabled small entrepreneurial firms to design products more quickly and more cheaply than ever before.


 
Outsourcing: This buzzword is used to describe the process of eliminating all kinds of internal services and firing every imaginable nonessential employee, from the janitor to the receptionist … to then swivel around and contract the services of small outside companies to do the same jobs, often using the former employees. Some of it makes sense, much of it doesn’t, and most of it is poorly executed. But that is all excellent news for small service businesses, which are mushrooming everywhere to offer all sorts of goods and services to bigger corporations.

Reengineering/Restructuring: Hot buzzwords, trendy labels to describe the wholesale elimination of layers of employees, aiming to get the same work done with less people, earning lower salaries. This is causing considerable pain and suffering, but it is also generating many nice little business opportunities for small companies, as the big corporations shoot themselves in both feet and then have to scramble to find outside small companies to do what their good employees once did. It’s a bit different from “outsourcing,” which is at least a more rational process in its intent. This is opportunity generated by chaotic cost cutting and misguided management. But it’s opportunity, nevertheless.

—Rodney Ho, The Wall Street Journal



HOW TO SUCCEED IN THE ODD HOURS

Market Grows Among Time-Deprived

The fiercer pace of work in the 1990’s, especially the longer hours for many … is Matthew Ryffel’s bread and butter. Mr. Ryffel, 30, an engineer who started his own one-man company, is an on-call computer repairman, available 24 hours a day to serve time-stressed work-at-home telecommuters, after-hours executives and anyone else who has transcended the boundaries of 9-to-5. He has fixed authors’ hard-drives in the middle of the night, and reprieved lawyers caught on Saturday with their word processors down.

“Nobody works stranger hours than me…. I sleep with a beeper under my pillow.”

His company is one of a new crop of businesses founded to serve a growing market: the time deprived. Although round-the-clock service and entertainment are nothing new, newer companies specialize in providing the utterly mundane at times and places of convenience.

From corporate office parks where workers can get their shoes repaired or their car’s oil changed or buy a new suit or a set of pots and pans without leaving work, to vendors at railroad stations who sell hot gourmet meals, to doctors who will see patients before sunrise and chiropractors who make office calls, the margins of ordinary commerce are stretching into some extraordinary territory….

“Two people come home and they’re tired, and that’s it,” [an economist] said. “That’s what’s creating all the opportunities for these new little niche firms.”

—Kirk Johnson, The New York Times


 
New Products and Services: Technology is changing at an explosive rate. This is generating myriad new products and new services, often faster than there are suppliers and people to make them, sell them, distribute them, transport them, service them and so on. This creates “piggyback” opportunities for small businesses to work for the larger companies that are generating these changes, yet often cannot handle all the work internally, or don’t want to.

Trends in Modern Lifestyles: Everyone is working harder and longer, getting more stressed out, with less and less time for personal and home responsibilities, especially in families where both husband and wife work. The upside is that these trends are creating many opportunities for businesses such as take-out restaurants, dry cleaners, child care services and every other imaginable home or personal service.

Evolution in Society: Society is changing dramatically, in many ways. People live longer and there are thus more old people; immigrants change the demographics and habits in many cities; many more women work and so on. These changes are constantly creating opportunities for new products and new services, which can often best be provided by small businesses.



THE ECONOMICS OF AGING

Americans are getting older … the numbers heading for Golden Pond are staggering. Today, avout 1 in 8 Americans is 65 years or older, compared with 1 in 25 at the turn of the century. By 2030, 1 in 5 Americans will be elderly.

And senior citizens are around for a lot longer. Life expectancy at birth was 47 years in 1900; in 1993, it reached 76 years … the fastest-growing segment of the population is the so-called oldest old—those 85 years or more.

Elderly Americans will live longer … and be better educated … as well as healthier … and better off financially … get more from their parents … own more stocks and bonds … and not be a burden to the community.

The senior citizen market may be an economic bonanza.

—Business Week


 
New, Cheap Technologies for Business: The availability, low cost and ease of use of PCs, business software, printers, faxes, copiers, modems, scanners, cellular phones, answering machines and all sorts of other modern business devices have generated a stunning impact in creating opportunities for starting new ventures. Businesses that only ten years ago might have required twenty or thirty employees, plus large investments, to become operational, can now get up and running with maybe only two or three people (including the owner) and maybe one tenth or less of the investment. This is making possible myriad small business activities that would have been unthinkable or economically impossible, only a few short years ago.
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