Small and medium enterprises

Small and medium enterprises or SMEs, also called small and medium-sized enterprises and small and medium-sized businesses or small and medium businesses or SMBs, are companies whose headcount or turnover falls below certain limits.

A small business may be defined as a business with a small number of employees. The legal definition of "small" often varies by country and industry, but is generally under 100 employees in the United States while under 50 employees in the European Union (In comparison, the American definition of mid-sized business by the number of employees is generally under 500 while 250 is for that of European Union). These businesses are normally privately owned corporations, partnerships, or sole proprietorships. In Australia, small business is defined as 1-19 employees and medium businesses are made up of 20-200 employees.

However, other methods are also used to classify small companies, such us annual sales (turnover), assets value or net profit (balance sheet), alone or in a mixed definition. These criteria are followed by the European Union, for instance (headcount, turnover and balance sheet totals).

Small businesses are common in many countries, depending on the economic system in operation. Typical examples include: convenience stores, other small shops (such as a bakery or delicatessen), hairdressers, tradesmen, solicitors, lawyers, accountants, restaurants, guest houses, photographers, small-scale manufacturing etc. Small businesses are usually independent.

Advantages of small business
A small business can be started at a very low cost and on a part-time basis. Small business is also well suited to internet marketing because it can be very manageable to serve a niche, something that would have been more difficult prior to the internet revolution which began in the late 1990s.

Adapting to change is crucial in business and particularly small business; not being tied to any bureaucratic inertia, it is typically easier to respond to the marketplace quickly. Small business proprietors tend to be intimate with their customers and clients resulting in greater accountability and responsiveness.

Several organizations also provide help for the small business, like Internal Revenue Service in Small Business and Self-Employed One-Stop Resource
Small Business Management in the Creative Industries

As we examine further the type and nature of SMEs in the market place, making new combinations of skills, technologies and finance to drive economic growth in the UK, India, China and many other countries around the world, we find the treasure trove of the 'creative industries'. These are the players in the information and communications technology industries, in film, media, broadcasting, professional, business and producer services, music, design, and related industries that represent some of the fastest growing industries and firms in the world. 

They connect with each other globally, they play with convergent technologies that cut across manufacturing and services, and they move from homes to warehouses and factories in search of productive gain. In many cases they out-do their larger counterparts through the power of their creative skills. Their creativity is in the continual generation of new ideas and new knowledge with which to alter the way we live and work. 

The study of their dynamics, their organizational and technological ebb and flow, the complex blend of skills needed to manage such organizations, the global sourcing of talent, products and services with which to run these firms, the environments in which they thrive, and the role of government in facilitating their growth, is at the heart of the MSc in Creative Industry Management.

The small, the creative, the strength of growing, and networked firms from different environments – these are the honey pots of information, action, social, human and financial capital for our knowledge creating economy. We need to commit more resources, more energy and time to their study for at least the next decade or so. These are changing times and studying graduate courses in small business management is going to put students ahead of the game and shape the future of business management. 
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Get Ready

Entrepreneurship offers many rewards, but you must be prepared and committed.  Take whatever time is necessary to determine if you are ready; this will be time well spent.

Is Entrepreneurship For You? 

In business, there are no guarantees. There is simply no way to eliminate all the risks associated with starting a small business - but you can improve your chances of success with good planning, preparation, and insight. Start by evaluating your strengths and weaknesses as a potential owner and manager of a small business. Carefully consider each of the following questions:

Are you a self-starter? It will be entirely up to you to develop projects, organize your time, and follow through on details.

How well do you get along with different personalities? Business owners need to develop working relationships with a variety of people including customers, vendors, staff, bankers, and professionals such as lawyers, accountants, or consultants. Can you deal with a demanding client, an unreliable vendor, or a cranky receptionist if your business interests demand it?

How good are you at making decisions? Small business owners are required to make decisions constantly - often quickly, independently, and under pressure.

Do you have the physical and emotional stamina to run a business? Business ownership can be exciting, but it's also a lot of work. Can you face six or seven 12-​hour workdays every week?

How well do you plan and organize? Research indicates that poor planning is responsible for most business failures. Good organization ​ of financials, inventory, schedules, and production ​can help you avoid many pitfalls.

Is your drive strong enough? Running a business can wear you down emotionally. Some business owners burn out quickly from having to carry all the responsibility for the success of their business on their own shoulders. Strong motivation will help you survive slowdowns and periods of burnout.

How will the business affect your family? The first few years of business start​up can be hard on family life. It's important for family members to know what to expect and for you to be able to trust that they will support you during this time. There also may be financial difficulties until the business becomes profitable, which could take months or years. You may have to adjust to a lower standard of living or put family assets at risk in the short-term.


Why Small Businesses Fail 

Success in business is never automatic. It isn't strictly based on luck - although a little never hurts. It depends primarily on the owner's foresight and organization. Even then, of course, there are no guarantees.

Starting a small business is always risky, and the chance of success is slim. According to the U.S. Small Business Administration, roughly 50% of small businesses fail within the first five years.
Reasons for small business failure: 

· Lack of experience 

· Insufficient capital (money) 

· Poor location 

· Poor inventory management 

· Over-investment in fixed assets 

· Poor credit arrangements 

· Personal use of business funds 

· Unexpected growth  
More Reasons Why Small Businesses Fail 

These figures aren't meant to scare you, but to prepare you for the rocky path ahead. Underestimating the difficulty of starting a business is one of the biggest obstacles entrepreneurs face. However, success can be yours if you are patient, willing to work hard, and take all the necessary steps.

On the Upside 

It's true that there are many reasons not to start your own business. But for the right person, the advantages of business ownership far outweigh the risks.

· You will be your own boss. 

· Hard work and long hours directly benefit you, rather than increasing profits for someone else. 

· Earning and growth potential are far greater. 

· A new venture is as exciting as it is risky. 

· Running a business provides endless challenge and opportunities for learning

Write a Business Plan
Business Plan Basics 

A business plan precisely defines your business, identifies your goals, and serves as your firm's resume. The basic components include a current and pro forma balance sheet, an income statement, and a cash flow analysis. It helps you allocate resources properly, handle unforeseen complications, and make good business decisions. As it provides specific and organized information about your company and how you will repay borrowed money, a good business plan is a crucial part of any loan application. Additionally, it informs sales personnel, suppliers, and others about your operations and goals.

Plan Your Work 

The importance of a comprehensive, thoughtful business plan cannot be overemphasized. Much hinges on it: outside funding, credit from suppliers, management of your operation and finances, promotion and marketing of your business, and achievement of your goals and objectives.

"The business plan is a necessity. If the person who wants to start a small business can't put a business plan together, he or she is in trouble.


Despite the critical importance of a business plan, many entrepreneurs drag their feet when it comes to preparing a written document. They argue that their marketplace changes too fast for a business plan to be useful or that they just don't have enough time, but just as a builder won't begin construction without a blueprint, eager business owners shouldn't rush into new ventures without a plan.

Before you begin writing your business plan, consider four core questions:

· What service or product does your business provide and what needs does it fill? 

· Who are the potential customers for your product or service and why will they purchase it from you? 

· How will you reach your potential customers? 

· Where will you get the financial resources to start your business?
Start Your Business 
Never think you can do it alone! One of the best ways to insulate you against business failure is to find and work with a mentor, someone with business experience who can guide and assist you.
Finance Start-Up
Startup Costs 
Every business is different and has its own specific cash needs at different stages of development; therefore there is no generic method for estimating your startup costs. Some businesses can be started on a shoestring budget, while others may require considerable investment in inventory or equipment. It is vital to know whether you will have enough money to launch your business venture.

To determine your startup costs, you must identify all the expenses your business will incur during its startup phase. Some of these expenses will be one-time costs, such as the fee for incorporating your business and the price of a sign for your building. Some expenses will be ongoing, such as the cost of utilities, inventory, insurance, etc.

While identifying these costs, decide whether they are essential or optional. A realistic startup budget should only include those elements that are necessary to start the business. These essential expenses can then be divided into two separate categories: fixed (overhead) expenses and variable (related to business sales) expenses. Fixed expenses will include figures like the monthly rent, utilities, and administrative and insurance costs. Variable expenses will include inventory, shipping and packaging costs, sales commissions, and other costs associated with the direct sale of a product or service.

The most effective way to calculate your startup costs is to use a worksheet that lists the various categories of costs (both one-time and ongoing) that you will need to estimate prior to starting your business

Buy a Business
Choosing a Business 

Finding profitable businesses for sale at reasonable prices can be difficult, as business owners often have an inflated idea of the market value of their business. There are, however, many resources for finding profitable businesses for sale.

Advantages 

Among the many favorable aspects to buying an existing business is the drastic reduction in startup costs. In addition, cash flow may be immediate because of existing inventory and receivables. Other advantages include existing goodwill and easier financing opportunities, assuming the business has a good reputation.

Disadvantages 

Among the biggest downsides to buying a small business is the initial purchasing cost. As developing the business concept, customer base, brands, and other fundamental work has already been done, the costs of acquiring an existing business may be greater then starting a new business. Other possible disadvantages include hidden problems associated with the business and receivables that are valued at the time of purchase, but later turn out to be non collectable.
Buying a Business 

Many find the idea of running a small business appealing, but lose their motivation after dealing with business plans, investors, and legal issues associated with new startups. For those disheartened by such risky undertakings, buying an existing business is often a simpler and safer alternative.

Advantages 

The main reason to buy an existing business is the drastic reduction in startup costs of time, money, and energy. In addition, cash flow may start immediately thanks to existing inventory and receivables. Other benefits include preexisting customer goodwill and easier financing opportunities, if the business has a positive track record.

Disadvantages 

The biggest block to buying a small business outright is the initial purchasing cost. As the business concept, customer base, brands, and other fundamental work have already been done, the financial costs of acquiring an existing business is usually greater then starting one from nothing. Other possible disadvantages include hidden problems associated with the business and receivables that are valued at the time of purchase, but later turn out to be non collectable. Good research is the key to avoiding these problems.
Determining Value 

A realistic business valuation requires more then merely looking at last year's financial statement; it requires a thorough analysis of several years of the business operation and an opinion about the future outlook of the industry, the economy, and how the subject company will compete.

Most people believe that a business should be sold for Fair Market Value. 
"the price at which the property would change hands between a willing buyer and willing seller when the former is not under any compulsion to buy and the latter is not under any compulsion to sell, both parties having reasonable knowledge of relevant facts."

There are a number of different methods to determine a fair and equitable price for the sale of the business. The following lists a few methods to determine the price:

· Capitalized Earning Approach — This method refers to the return on the investment that is expected by an investor. 

· Excess Earning Method — This method is similar to the capitalized earning method, except that it splits off return on assets from other earnings. 

· Cash Flow Method — This method is usually used when attempting to determine how much of a loan the cash flow of the business will support. The adjusted cash flow is used as a benchmark to measure the firm's ability to service debt. 

· Tangible Assets (Balance Sheet) Method — This method values the business by the tangible assets. 

· Value of Specific Intangible Assets Method — This method is based upon the buyer's buying a wanted intangible asset versus creating it. This method also takes into consideration valuing the goodwill of the business.

Buy a Franchise

Franchising Overview
Many people dream of being an entrepreneur. By purchasing a franchise, you can often sell goods and services that have instant name recognition as well as obtain training and ongoing support to help you succeed. Be cautious, however; like any investment, purchasing a franchise is not a guarantee of success.


Buying a Franchise
An important step in the small business startup process is deciding whether or not to go into business at all. Each year, thousands of potential entrepreneurs are faced with this difficult decision; because of the risk and work involved in starting a new business, many new entrepreneurs choose franchising as an alternative to starting a new, independent business from scratch.

One of the biggest mistakes you can make is to hurry into business, so it's important to understand your reasons for going into business, and determine if owning a business is right for you.

If you are concerned about the risk involved in a new independent business venture, then franchising may be the best business option for you. But remember that hard work, dedication, and sacrifice are essential to the success of any business venture, including franchising.

What is franchising?
A franchise is a legal and commercial relationship between the owner of a trademark, service mark, trade name, or advertising symbol and an individual or group wishing to use that identification in a business. The franchise governs the method of conducting business between the two parties. Generally, a franchisee sells goods or services supplied by the franchiser or that meet the franchiser's quality standards.

Franchising is based on mutual trust between the franchiser and franchisee. The franchiser provides the business expertise (marketing plans, management guidance, financing assistance, site location, training, etc.) that otherwise would not be available to the franchisee. The franchisee brings the

Entrepreneurial spirit and drive necessary to make the franchise a success.

There are primarily two forms of franchising:

· Product/trade name franchising and 

· Business format franchising. 

In the simplest form, a franchiser owns the right to the name or trademark and sells that right to a franchisee. This is known as product/trade name franchising. The more complex form, business format franchising, involves a broader ongoing relationship between the two parties. Business format franchises often provide a full range of services, including site selection, training, product supply, marketing plans, and even assistance in obtaining financing.
                        Franchising Strategy

Repurchase Detective Work
In addition to the routine investigation that should be conducted prior to any business purchase, potential franchise buyers should be able to contact other franchisees before deciding to invest. They should also obtain a uniform offering circular containing vital details about the franchise's legal, financial, and personnel history before signing a contract.

Reasonable Expectations 

Before signing, franchisees should make sure they will have the right to:

· Use the franchise name and trademark, receive training and management assistance from the franchiser, use the franchise's expertise in marketing, advertising, facility design, layouts, displays, and fixtures, and do business in an area protected from other competing franchisees. 


In some cases, the franchisee may negotiate to have the franchiser help obtain building permits, purchase or lease equipment, signs and supplies, and construct or remodel the business premises.

Possible Pitfalls 

The contract between the two parties usually benefits the franchiser far more than the franchisee. The franchisee is generally subject to meeting sales quotas and is required to purchase equipment, supplies, and inventory exclusively from the franchiser. The franchiser often has the right to terminate the franchise if it fails to operate the business according to the agreement, becomes delinquent on royalties, or violates other contract specifications.

Professional Help 

The tax rules surrounding franchises are often complex, and an attorney, preferably a specialist in franchise law, should assist the prospective franchisee to evaluate the franchise package and tax considerations. An accountant may be needed to determine the full costs of purchasing and operating the business as well as assess the potential profit to the franchisee.

Franchising FAQs


 How can I go about investigating a particular franchise that I am interested in?
· Request an information packet from the franchiser. 

· Interview owners of current franchises. 

· Research the industry and other franchises in this industry. 

· Seek expert advice to better understand the franchise agreement. 

· Review costs related to getting into this franchise and compare them to the costs of starting a non franchised business in this industry. 


Within the same industry, why does it cost so much more to get into some franchises than it does others? 

· The more expensive franchises are better known in the marketplace; therefore they can command a higher price (oftentimes you are buying into the value of a well-known name). The less expensive franchises may not have any name recognition and are therefore looking to expand their presence in the market by offering their franchises at a much lower price. 

· The more expensive franchises probably have proven formulas for success, which means your investment risk factor, will be lower than it would be for a less proven franchise system. 

· Also, you will find that those more established franchises that have experienced a long history of advertising and promotion of their products have, in turn, created a higher level of demand for their products, which results in a premium price for their franchise


Why should I purchase this particular franchise? 

A franchise may need to be looked at from a product or service comparison prospective. While one franchise’s product or service may be suitable in a geographic area, another may not be. When evaluating a franchise, close attention needs to be spent evaluating: the strength of the franchiser, the franchiser’s long-term goal, the uniqueness of its product or service, the type of consumer response the product or service is achieving, the amount of fees it charges, the type of support it provides: 1) startup 2) operations 3) marketing, and the length of the contract you will be signing.

Does the franchise agreement contain a duty of good faith and fair dealing provision? 

A duty of good faith and fair dealing provision allows the franchiser and the franchisee to work together in a good faith manner and puts into place a duty to act honestly with each other and observe standards in fair dealing. This provides a degree of protection from false statements and empty promises.


Does the franchise company offer an area of protection (AOP) in writing? 

Exclusive Territory means that the franchiser and/or another franchisee will not compete for the same business within the same geographic area; a related issue is encroachment. Is the franchiser limited from placing or licensing another business in unreasonable proximity to an existing franchisee that is engaged in a similar franchise business?

What does it cost to get out of the Agreement? 

Many franchise agreements require enormous liquidated damages exceeding several hundred thousand dollars if you try to exit the system before the term expires. Try to minimize your damages in the event you have to exit the system.

Can I sell my business and allow the franchise to be transferred? 

There may come a time during your franchise that you would like to sell out to another party. Most agreements limit or outright prohibit a transfer of your franchise to another person or company. Request a provision allowing you to transfer your rights under the franchise agreement as long as the interested party is creditworthy and capable of taking over the business.

Does your franchise limit or restrict the franchisee from joining a Trade Franchisee Association? 

Some franchise agreements restrict a franchisee from joining an Independent Trade Association formed by other franchisees like you. These associations are created for the purpose of protecting franchisees' interests and rights and allow franchisees to state a unified voice on concerns and issues.

Does the franchise company restrict you from competing after the franchisee/franchiser relationship ends? 

Some franchise agreements restrict a franchise owner or his/her business from competing within the same industry upon leaving the system. A franchisee should not agree to any restrictions that are not directly related to the same place and type of business.

Does the franchiser provide accountability for the advertising marketing fund? 

Franchisees within a system frequently pool their money for general advertising and marketing purposes or to handle bookkeeping functions. Some franchisers use these funds at their own discretion, even for purposes not associated with marketing & advertising, without providing a full disclosure of accounting to its franchisee. Requesting audited statements for these funds will disclose where your money is spent.

Does the franchise allow a cure period in the event of a default? 

In some franchise systems, when a franchisee fails to comply with system standards the franchiser has the immediate right to terminate the franchisee and demand liquidated damages. However, some franchisers allow the franchisee to cure the default within a period of time (for instance, 30 days) so the franchisee can comply within the required standards. If the default is not cured within the allocated time, the franchisee then may be terminated.

                                             Name Your Business
There is more to naming your business than just coming up with something that sounds good and you happen to like. Thought must be given to state and local requirements and making sure you don’t infringe upon the rights of someone else’s business name.

Legal Requirements and Implications

Picking a name for your business requires much more than just creativity and a working knowledge of your target market. First you'll need to decide which business structure you will use, since each structure has its own peculiarities. For example, many states require a sole proprietor to use their own name for the business name unless they formally file another name as a trade name, or fictitious name.

Similarly, you will need to determine whether your trade name will be the same as the full legal name of your business. Of equal importance is finding out whether your name or a very similar name is being used by another business, and if so, what rights they may or may not have to use the name in the area where you do business. Keep in mind that some businesses only file trademarks within their locality, so it's possible that the same name can be used elsewhere
Choose a Structure

Business Structures 

It is important to find out how the company is structured legally. The type of business structure used will affect your purchasing strategy as well as the eventual price.
Forms of Ownership 

One of the first decisions that you will have to make as a business owner is how the company should be structured. This decision will have long-term implications, so consult with an accountant and attorney to help you select the form of ownership that is right for you. In making a choice, you will want to take into account the following:
· Your vision regarding the size and nature of your business. 

· The level of control you wish to have. 

· The level of structure you are willing to deal with. 

· The business' vulnerability to lawsuits. 

· Tax implications of the different ownership structures. 

· Expected profit (or loss) of the business. 

· Whether or not you need to reinvest earnings into the business. 

· Your need for access to cash out of the business for yourself. 

Sole Proprietorships 

The vast majority of small businesses start out as sole proprietorships. These firms are owned by one person, usually the individual who has day-to-day responsibilities for running the business. Sole proprietors own all the assets of the business and the profits generated by it. They also assume complete responsibility for any of its liabilities or debts. In the eyes of the law and the public, you are one in the same with the business.

Advantages of a Sole Proprietorship 

· Easiest and least expensive form of ownership to organize. 

· Sole proprietors are in complete control, and within the parameters of the law, may make decisions as they see fit. 

· Sole proprietors receive all income generated by the business to keep or reinvest. 

· Profits from the business flow directly to the owner's personal tax return. 

· The business is easy to dissolve, if desired. 
Disadvantages of a Sole Proprietorship 

· Sole proprietors have unlimited liability and are legally responsible for all debts against the business. Their business and personal assets are at risk. 

· May be at a disadvantage in raising funds and are often limited to using funds from personal savings or consumer loans. 

· May have a hard time attracting high-caliber employees or those that are motivated by the opportunity to own a part of the business. 

· Some employee benefits such as owner's medical insurance premiums are not directly deductible from business income (only partially deductible as an adjustment to income). 

Partnerships
In a Partnership, two or more people share ownership of a single business. Like proprietorships, the law does not distinguish between the business and its owners. The partners should have a legal agreement that sets forth how decisions will be made, profits will be shared, disputes will be resolved, how future partners will be admitted to the partnership, how partners can be bought out, and what steps will be taken to dissolve the partnership when needed. Yes, it's hard to think about a breakup when the business is just getting started, but many partnerships split up at crisis times, and unless there is a defined process, there will be even greater problems. 
Advantages of a Partnership 

· Partnerships are relatively easy to establish; however time should be invested in developing the partnership agreement. 

· With more than one owner, the ability to raise funds may be increased. 

· The profits from the business flow directly through to the partners' personal tax returns. 

· Prospective employees may be attracted to the business if given the incentive to become a partner. 

· The business usually will benefit from partners who have complementary skills. 
Disadvantages of a Partnership 

· Partners are jointly and individually liable for the actions of the other partners. 

· Profits must be shared with others. 

· Since decisions are shared, disagreements can occur. 

· Some employee benefits are not deductible from business income on tax returns. 

· The partnership may have a limited life; it may end upon the withdrawal or death of a partner. 
Types of Partnerships that should be considered: 

1. General Partnership
Partners divide responsibility for management and liability as well as the shares of profit or loss according to their internal agreement. Equal shares are assumed unless there is a written agreement that states differently. 

2. Limited Partnership and Partnership with limited liability
Limited means that most of the partners have limited liability (to the extent of their investment) as well as limited input regarding management decisions, which generally encourages investors for short-term projects or for investing in capital assets. This form of ownership is not often used for operating retail or service businesses. Forming a limited partnership is more complex and formal than that of a general partnership. 

3. Joint Venture Acts like a general partnership, but are clearly for a limited period of time or a single project. If the partners in a joint venture repeat the activity, they will be recognized as an ongoing partnership and will have to file as such as well as distribute accumulated partnership assets upon dissolution of the entity. 

Corporations
A corporation chartered by the state in which it is headquartered is considered by law to be a unique entity, separate and apart from those who own it. A corporation can be taxed, it can be sued, and it can enter into contractual agreements. The owners of a corporation are its shareholders. The shareholders elect a board of directors to oversee the major policies and decisions. The corporation has a life of its own and does not dissolve when ownership changes.
Advantages of a Corporation 

· Shareholders have limited liability for the corporation's debts or judgments against the corporations. 

· Generally, shareholders can only be held accountable for their investment in stock of the company. (Note however, that officers can be held personally liable for their actions, such as the failure to withhold and pay employment taxes.) 

· Corporations can raise additional funds through the sale of stock. 

· A corporation may deduct the cost of benefits it provides to officers and employees. 

· Can elect S corporation status if certain requirements are met. This election enables company to be taxed similar to a partnership. 
Disadvantages of a Corporation 

· The process of incorporation requires more time and money than other forms of organization. 

· Corporations are monitored by federal, state and some local agencies, and as a result may have more paperwork to comply with regulations. 

· Incorporating may result in higher overall taxes. Dividends paid to shareholders are not deductible from business income; thus it can be taxed twice. 

Special Structures 

The following business structures are available in some states, but not all.
Limited Liability Partnership (LLP) 

LLPs are organized to protect individual partners from personal liability for the negligent acts of other partners or employees not under their direct control. LLPs are not recognized by every state and those that do sometimes limit LLPs to organizations that provide a professional service, such as medicine or law, for which each partner is licensed. Partners report their share of profits and losses on their personal tax returns. Check with your Secretary of State's office to see if your state recognizes LLPs and if so, which occupations qualify.

Professional Service Corporation (PS) 

A PS must be organized for the sole purpose of providing a professional service for which each shareholder is licensed. The advantage here is limited personal liability for shareholders. This option is available to certain professionals, such as doctors, lawyers, and accountants. Check with your Secretary of State's office to find out which occupations qualify.
Limited Partnership (LP) 

LPs have complex formation requirements, and require at least one general partner who is fully responsible for partnership obligations and normal business operations. The LP also requires at least one limited partner, often an investor, who is not involved in everyday operations and is shielded from liability for partnership obligations beyond the amount of their investment. LPs do not pay tax, but must file a return for informational purposes; partners report their share of profits and losses on their personal returns.
Non-Profit Corporations 

These are formed for civic, educational, charitable, and religious purposes and enjoy tax-exempt status and limited personal liability. Non-profit corporations are managed by a board of directors or trustees. Assets must be transferred to another non-profit group if the corporation is dissolved.

Protecting Your Ideas
Innovations and new product ideas are valuable assets of a business. These assets need to be protected so that your rights are not infringed upon by others.
· Product Basics 
learn to identify your product's unique features and benefits for your advertising campaign. 

· Protecting Your Ideas 
Protect your ideas or inventions from others' infringement. 

· Copyright, Patent, And Trademark FAQs 
Get the answers to commonly asked questions regarding copyrights, patents, and trademarks.  

It's not easy to think about ideas as property, but for some businesses it's vital. Most of us have had an idea for a new product or service only to dismiss, postpone, or neglect it. Sometimes we later find that others had the same idea, but took it to market before we did. By that time, it is too late for us to take advantage of the idea.

Ideas are relatively easy to come by, but inventions are more difficult. It takes knowledge, time, money, and effort to refine an idea into a workable invention, even on paper. Turning an invention into an innovation - a new product accepted by the marketplace - takes a lot of effort and a little luck. There are substantial barriers in the path of those who pursue innovation. Overcoming them requires careful planning and plenty of input from others.

Hundreds of thousands of inventors and innovators file each year for protection under U.S. patent, trademark, and copyright laws. However, it can be hard to decide which of the three vehicles is most appropriate for the protection of a particular invention. Although a single product or service may require a patent, a trademark, and a copyright, each category protects a distinct aspect of a creative work or expression.

Patents, copyrights, and trademarks, as well as know-how or trade secrets, are often collectively referred to as intellectual property. Many firms have such property without even being aware of it or of the need to take measures to protect it.

Many people's notions of intellectual property are unrealistic. Some believe, for example, that simply having a patent on a product will enable one to succeed in the marketplace. Consequently, they may spend thousands of dollars to obtain the exclusive rights to market something that no one wants or can afford to buy. Others may decide that intellectual property protection is not worth the trouble.



Product Basics 

Products may be described in terms of their features and benefits. Features are product characteristics; benefits are customer needs served by those features. Some examples of features are size, color, horsepower, functionality, design, hours of business, and fabric content. Benefits are less tangible but always answer the customer’s question: What’s in it for me?

While product features are usually easy to define, product benefits can be trickier because they exist in the customers' minds. The most compelling product benefits are those that provide emotional or financial rewards. It’s not the brighter smile that the toothpaste offers that is its benefit; it’s what the smile might bring you (a good-looking mate, a better job, etc.).

Emotional rewards run the gamut of human emotions, but basically allow the buyer to feel better in some way. For example, sending flowers to a friend or family member allows the buyer to feel supportive or loving. Buying products made from recycled materials offers the buyer the chance to feel environmentally responsible.

Products that deliver financial rewards allow the buyer to save money (e.g., a discount long-distance phone plan) or make money (e.g., computer software for managing a home-based business).

Discovering Your Product's Benefits 

To identify your product’s benefits, you must consider your customers' needs. Imagine yourself in your customers’ shoes, talk to them directly, or conduct surveys asking about their needs and perceptions. If possible, hire an independent firm to conduct a focus group with a sample group of customers to test your product for usability and desirability. Examine customers who have purchased your product in the past. What do their customer profiles tell you about your product’s benefits?

Once you have a basic sense of your product's benefits, you can set up systems to develop and track their evolution:

· Ask customers for suggestions for improvement. 

· Pay careful attention to customer complaints and prospect inquiries. Train and reward employees for questioning customers and prospects to learn what they like and don’t like about your product. 

· Watch your competitors. Do the changes in their product offerings suggest product benefits you hadn't yet considered? 

Pick a Location
Choosing the right location for your business can be a major factor in its success or failure. A good location may allow a struggling business to survive, but a weak location could mean trouble for even a very well-run business. Make sure you know all the legal restrictions of your place of business.
· Commercial Leasing 
How to get the best commercial lease for your business. 

· Leasing Checklist 
Essential elements that should be on your lease agreement. 

· Zoning Overview 
Types of zones and their specific regulations. 

· Zoning Problems 
Sometimes a lawyer can help you get around zoning regulations. 

Lease Equipment

Sometimes leasing equipment, instead of buying it, can be the best option for your business. However, there are many variables that should be considered, including costs, use restrictions, legal parameters, and others.

Should You Buy Or Lease Your Equipment? 

· Leasing operating equipment, such as computers, vehicles, and machinery, often makes more sense than buying. However, while favorable leases are often good bets, unfavorable ones can easily sink an emerging venture. While doing your legal homework can help prevent bad deals, it's always a good idea to have a lawyer look over a lease before signing it. Investigate the Buying vs. leasing issue.
Manage Your Business 
Successfully managing a business requires specific management skills in addition to knowledge of key business practices. Within this section you’ll learn about leadership traits, decision-making skills, and how to manage your employees. Additionally, we’ll walk you through a host of important topics to manage your business including: marketing basics, setting prices, filing your business taxes, legal considerations, forecasting for future growth, and financing options.


Mentoring 

Experienced, successful entrepreneurs and would-be entrepreneurs alike often ask the same question: How can new entrepreneurs learn from the experiences of others? The answer is mentoring.

Mentoring is a term historically used to describe a teacher-student relationship. In the business world, mentoring occurs when a more experienced professional (the mentor) gives significant career assistance to a less-experienced professional (the protégé).



Networking 

Networking is an invaluable tool that anyone in the business world can utilize. Effective networking can be your best form of marketing as well as being extremely affordable. To give a definition of networking, networking occurs when there is a planned event or gathering with the primary goal of connecting with others.



Roundtables 

Roundtables are informal group discussions among professional people who voluntarily serve as information and support resources for each other. Participants meet regularly and learn from each other's experiences. Over time, professional relationships develop and participants become familiar with each other's businesses.


Staying Informed/Staying Current 

The Information Age has changed our society just as much, if not more than, the Industrial Revolution changed the farming society of the 1800s. It's a fast-paced, wired world, with news flashing around the world almost instantly, e-mail connecting far-flung correspondents all over the globe, and information bombarding us from all sides. Unfortunately, often the information bombarding us is not information that can help our businesses thrive. We must learn to cultivate our own methods for staying abreast of developments in our particular field, and we must learn to ignore information we can't use.

Leadership Traits
Over the past several years, one of the most important contributions psychology has made to the field of business has been in determining the key traits of acknowledged leaders. Psychological tests have been used to determine what characteristics are most commonly noted among successful leaders. This list of characteristics can be used for developmental purposes to help managers gain insight and develop their leadership skills.

The increasing rate of change in the business environment is a major factor in this new emphasis on leadership; whereas in the past, managers were expected to maintain the status quo in order to move ahead, new forces in the marketplace have made it necessary to expand this narrow focus. The new leaders of tomorrow are visionary. They are both learners and teachers. Not only do they foresee paradigm changes in society, but they also have a strong sense of ethics and work to build integrity in their organizations.

Raymond Cattell, a pioneer in the field of personality assessment, developed the Leadership Potential equation in 1954. This equation, which was based on a study of military leaders, is used today to determine the traits which characterize an effective leader. The traits of an effective leader include the following:
· Emotional stability. Good leaders must be able to tolerate frustration and stress. Overall, they must be well-adjusted and have the psychological maturity to deal with anything they are required to face. 

· Dominance. Leaders are often competitive, decisive, and usually enjoy overcoming obstacles. Overall, they are assertive in their thinking style as well as their attitude in dealing with others. 

· Enthusiasm. Leaders are usually seen as active, expressive, and energetic. They are often very optimistic and open to change. Overall, they are generally quick and alert and tend to be uninhibited. 

· Conscientiousness. Leaders are often dominated by a sense of duty and tend to be very exacting in character. They usually have a very high standard of excellence and an inward desire to do one's best. They also have a need for order and tend to be very self-disciplined. 

· Social boldness. Leaders tend to be spontaneous risk-takers. They are usually socially aggressive and generally thick-skinned. Overall, they are responsive to others and tend to be high in emotional stamina. 

· Tough-mindedness. Good leaders are practical, logical, and to-the-point. They tend to be low in sentimental attachments and comfortable with criticism. They are usually insensitive to hardship and are very poised. 

· Self-assurance. Self-confidence and resiliency are common traits among leaders. They tend to be free of guilt and have little or no need for approval. They are generally secure and free from guilt and are usually unaffected by prior mistakes or failures. 


Beyond these basic traits, leaders of today must also possess traits which will help them motivate others and lead them in new directions. Leaders of the future must be able to envision the future and convince others that their vision is worth following. To do this, they must have the following personality traits:

· High energy. Long hours and some travel are usually a prerequisite for leadership positions, especially as your company grows. Remaining alert and staying focused is two of the greatest obstacles you will have to face as a leader. 

· Intuitiveness. Rapid changes in the world today combined with information overload result in an inability to know everything. In other words, reasoning and logic will not get you through all situations. In fact, more and more leaders are learning the value of using their intuition and trusting their gut when making decisions. 

· Maturity. To be a good leader, personal power and recognition must be secondary to the development of your employees. In other words, maturity is based on recognizing that more can be accomplished by empowering others than can be by ruling others. 

· Team orientation. Business leaders today put a strong emphasis on team work. Instead of promoting an adult/child relationship with their employees, leaders create an adult/adult relationship which fosters team cohesiveness. 

· Empathy. Being able to put yourself in the other person's shoes is a key trait of leaders today. Without empathy, you can't build trust; without trust, you will never be able to get the best effort from your employees. 

· Charisma. People usually perceive leaders as larger than life. Charisma plays a large part in this perception. Leaders who have charisma are able to arouse strong emotions in their employees by defining a vision which unites and captivates them. Using this vision, leaders motivate employees to reach toward a future goal by tying the goal to substantial personal rewards and values. 


Overall, leaders are larger than life in many ways. Personal traits play a major role in determining who will and who will not be comfortable leading others. However, it's important to remember that people are forever learning and changing.

Leaders are rarely (if ever) born. Circumstances and persistence are major components in the developmental process of any leader, so if your goal is to become a leader, work on developing those areas of your personality that you feel are not up to par. For instance, if you have all of the basic traits but do not consider yourself very much of a people person, try taking classes or reading books on empathy. On the other end, if relating to others has always come naturally to you, but you have trouble making logical decisions, try learning about tough-mindedness and how to develop more psychological resistance. Just remember, anyone can do anything they set their mind to.
What Is Your Management Action Style?
Do you find it difficult to move from task to task or are you very flexible when it comes to retaining and evaluating a lot of different information? Or perhaps the idea of having to manage others really turns you off? On the other hand, maybe you're the type who has never been bothered by the idea of delegating and loves the challenge of long-range planning.

There are all different types of managers; some are much more successful than others. Many times managerial success is directly tied to your own personal strengths and weaknesses as well as your personal action style. The chart below outlines three common management action styles and describes the strengths and weaknesses of each type. Before we go any further, let's take a look at each one.

Action Style Choices for Managers 

	 
	 INACTIVE
	 REACTIVE
	 PROACTIVE

	 Who is leading?
	Co-workers, chance, nearest personality disorder.
	Chance, nearest personality disorder.
	You.

	Can subordinates depend on leader (trust)?
	No. Cannot predict what will happen. 
	Yes. Can expect late, usually disorganized, often negative behavior. 
	Yes. Can feel safe because they trust action even when they disagree. 

	Frequency of stress situations
	Immediately, at level of chance; increases over time because team does not develop to meet increasing demands. 
	Never-ending; often self - producing. 
	Little emotional stress (burnout); physical stress only when systems are temporarily disrupted. 

	Severity of impact 
	Often unknown until after weeks or months, then severe. 
	Severe; to survive, staff block awareness; subordinate staff productivity is minimal. 
	Minimal for given issues and of brief duration. 

	Quality of training for subordinates 
	Little, if any, effective training provided; most done by other subordinates. 
	Training negative because it's given to correct action already taken. 
	Organized; gives what is expected to do job, time to practice, and re-evaluate.

	Productivity
	Random level; level development on one or few individual subordinates. 
	Low level; too busy to get any task done; lots of partially completed tasks because lessened level of support from others. 
	Good level; efficient use of time and resources.

	Service Delivery
	By individual, not team, so not consistent. 
	Higher than needed; number of poor decisions because of time. 
	Consistent; slowly changing and improving. 


You probably noticed rather quickly that being proactive in your approach as a manager will get you much further and cause you much less stress than being either reactive or inactive. So why is it that all managers don't take a proactive approach? Well, managers are human too. Like everyone else in the world, they have their own perceptions and their own personal weaknesses.
Below is a list of the five most common reasons for each management action style. As you read through these, be honest with yourself. If you feel weak in any of the areas, it is to your advantage to acknowledge it now before you become a manager. Not only will you raise the productivity level of your employees, but you will also save yourself a lot of personal stress and frustration. If you already relate to the proactive action style, then hats off to you

Leading vs. Managing
Are you a manager or a leader? Although you may hear these two terms thrown out interchangeably, they are in fact two very different animals complete with different personalities and world views. By learning whether you are more of a leader or more of a manager, you will gain the insight and self-confidence that comes with knowing more about yourself. The result is greater impact and effectiveness when dealing with others and running your business.

We are going to take a look at the different personality styles of managers versus leaders, the attitudes each have toward goals, their basic conceptions of what work entails, their relationships with others, and their sense of self (or self-identity) and how it develops. Last of all, we will examine leadership development and discover what criteria are necessary for leaders to reach their full potential.

First of all, let's take a look at the difference in personality styles between a manager and a leader.

Managers - emphasize rationality and control, are problem-solvers (focusing on goals, resources, organization structures, or people), often ask question, "What problems have to be solved, and what are the best ways to achieve results so that people will continue to contribute to this organization?", are persistent, tough-minded, hard-working, intelligent, analytical, tolerant, and have goodwill toward others.

Leaders - are perceived as brilliant, but sometimes lonely, achieve control of themselves before they try to control others, can visualize a purpose and generate value in work, and are imaginative, passionate, non-conforming risk-takers.

Managers and leaders have very different attitudes toward goals.

Managers - adopt impersonal, almost passive, attitudes toward goals, decide upon goals based on necessity instead of desire and are therefore deeply tied to their organization's culture, and tend to be reactive since they focus on current information.

Leaders - tend to be active since they envision and promote their ideas instead of reacting to current situations, shape ideas instead of responding to them, have a personal orientation toward goals, and provide a vision that alters the way people think about what is desirable, possible, and necessary.

Now let's look at managers' and leaders' conceptions of work.

Managers - view work as an enabling process, establish strategies and makes decisions by combining people and ideas, continually coordinate and balance opposing views, are good at reaching compromises and mediating conflicts between opposing values and perspectives, act to limit choice, and tolerate practical, mundane work because of a strong survival instinct which makes them risk-averse.

Leaders - develop new approaches to long-standing problems and open issues to new options, first use their vision to excite people and only then develop choices which give those images substance, focus people on shared ideals and raise their expectations, and work from high-risk positions because of strong dislike of mundane work.

Managers and leaders have very different relations with others.

Managers - prefer working with others, report that solitary activity makes them anxious, are collaborative, maintain a low level of emotional involvement in relationships, attempt to reconcile differences, seek compromises, and establish a balance of power, relate to people according to the role they play in a sequence of events or in a decision-making process, focus on how things get done, maintain controlled, rational, and equitable structures, and may be viewed by others as inscrutable, detached, and manipulative.

Leaders - maintain inner perceptiveness that they can use in their relationships with others, relate to people in intuitive, empathetic way, focus on what events and decisions mean to participants, attract strong feelings of identity and difference or of love and hate, and create systems where human relations may be turbulent, intense, and at times even disorganized.

The Self-Identity of managers versus leaders is strongly influenced by their past.

Managers - report that their adjustments to life have been straightforward and that their lives have been more or less peaceful since birth, have a sense of self as a guide to conduct and attitude which is derived from a feeling of being at home and in harmony with their environment, see themselves as conservators and regulators of an existing order of affairs with which they personally identify and from which they gain rewards, report that their role harmonizes with their ideals of responsibility and duty, perpetuate and strengthen existing institutions, and display a life development process which focuses on socialization. This socialization process prepares them to guide institutions and maintain the existing balance of social relations.

Leaders - reportedly have not had an easy time of it, their lives are marked by a continual struggle to find some sense of order, do not take things for granted and are not satisfied with the status quo, report that their sense of self is derived from a feeling of profound separateness, may work in organizations, but they never belong to them, report that their sense of self is independent of work roles, memberships, or other social indicators of social identity, seek opportunities for change (i.e. technological, political, or ideological), support change, find their purpose is to profoundly alter human,

Economic, and political relationships, and display a life development process which focuses on personal mastery. This process compels them to struggle for psychological and social change.

Development of Leadership 
As you can see, managers and leaders are very different animals. It is important to remember that there are definite strengths and weaknesses in both types of individuals. Managers are very good at maintaining the status quo and adding stability and order to our culture. However, they may not be as good at instigating change and envisioning the future. On the other hand, leaders are very good at stirring people's emotions, raising their expectations, and taking them in new directions (both good and bad). However, like artists and other gifted people, leaders often suffer from neuroses and have a tendency toward self-absorption and preoccupation.

If you are planning on owning your own business, you must develop management skills, whether they come naturally or not. However, what do you do if you believe you are, in fact, a leader - a diamond in the rough? What can you do to develop as a leader? Throughout history, it has been shown again and again that leaders have needed strong one-on-one relationships with teachers whose strengths lie in cultivating talent in order to reach their full potential. If you think you are a leader at heart, find a teacher that you admire - someone who you can connect with and who can help you develop your natural talents and interests. Whether you reach glory status or not, you will grow in ways you never even imagined. Isn't that what life is about anyway?
Make Decisions

Decision-Making FAQs

What are the major reasons for small business failure? 

In his book Small Business Management (published by West Publishing Co.), Michael Ames gives us the following reasons for small business failure:

· Lack of experience 

· Insufficient capital (money) 

· Poor location 

· Poor inventory management 

· Over-investment in fixed assets 

· Poor credit arrangement management 

· Personal use of business funds 

· Unexpected growth 


Gustav Berle in The Do It Yourself Business Book (published by Wiley Co.) adds two more reasons to Michael Ames' list:

· Competition 

· Low sales 


Do I have what it takes to own/manage a small business? 

You will be your own most important employee, so an objective appraisal of your strengths and weaknesses is essential. Some questions to ask yourself are:

· Am I a self-starter? 

· How well do I get along with a variety of personalities? 

· How good am I at making decisions? 

· Do I have the physical and emotional stamina to run a business? 

· How well do I plan and organize? 

· Are my attitudes and drive strong enough to maintain motivation? 

· How will the business affect my family? 



What business should I choose? 

Usually, the best business for you is the one in which you are most skilled and interested. As you review your options, you may wish to consult local experts and businesspersons about the growth potential of various businesses in your area. Matching your background with the local market will increase your chance of success.


The Foundation of Effective Leadership
Business ethics are a hot topic these days; with everything from insider trading to employee theft on the rise, it is no wonder that businesses are beginning to focus on the impact of ethical leadership. However, along with this new focus comes a lot of "gray area". Many times, managers are forced to decide on issues where there are arguments on both sides - a problem that makes ethical decision-making very difficult.

You Can't Do It All - Learning to Delegate
There is not a single management skill more critical to your personal and professional success as an entrepreneur than learning to delegate. There is much more to delegating than meets the eye. It does not mean to simply hand out assignments. It is a science and an exercise in understanding one's self.

Some of us have been lucky enough to find our strengths and at the same time recognize areas traditionally referred to as weaknesses. It takes mammoth strength to let go and say, "OK, this is not my area of expertise and here is where I need help. This is how I will get this help." Often, there are things we wish we were good at but somehow cannot seem to grasp (not for lack of intellectual ability, but for lack of experience/exposure). We must learn to accept this fact.

In this fast-paced world we live in, we must choose what it is we wish to conquer and what we need to let go of. An artful business person learns what he/she does best and does that to the best of his/her ability. He/She lives it, breathes it, and sleeps it. It is a passion. The rest can be left to someone else.

Unfortunately, that someone else does not just appear from thin air. Networking or relationship building, as it is referred to '90s style, is the initial key component of delegating.

You need to determine how your time would best be spent. For example, as a fundraiser, I know that in a given month, I can raise $X with uninterrupted, focused time. At the same time, I also want to publish a newsletter and send it out to my budding clientele. I have no experience creating a newsletter. While all of the software is at my fingertips, the question is, do I really have time to learn it? I ask myself, "Should I learn the newsletter software and design my own newsletter or should I spend $X and hire a designer who already knows the software and just supply the content?" Better yet, I could ask a local graphic designer to barter their services, but how do I find the local skilled person to barter with? You can find this person through networking and relationship building.

The key is to determine what you need to know, want to know, must know, and already know. Keep lists with these headings to remind you of these things. It is a great feeling to cross things off your list.


Becoming an Expert 

Jack of all trades, master of none. The old adage holds a lot of weight in today's entrepreneurial environment. No one can possibly run a small business alone. I know this because I have tried. Know what you do and do it the best you can.


The Power of Delegating 

It is quite liberating once you really do let go and put your trust in other people. The key here is to identify good people, enlist them in your cause or business, give them the ball, and then allow them to run with it. Only you will determine if the ball gets dropped. You must manage and oversee the game on a consistent basis. You must give the right ball to the best possible player.

Do not over-delegate. 

Excessive delegating can lead to disaster. Overburdening others and excessively monitoring others progress are habits of an excessive delegates. A completely hands-off approach will not do, either. Not being a CPA is no excuse for not understanding the budget of your company. You must understand how the budget works and why and be accountable for it. You must also be able to communicate this information to your board of directors, shareholders, creditors, and, depending on your business, even your customers. Most important, you must understand how the critical pieces of your business fit together to form the whole so you can make sound and effective business decisions. Should you not understand these processes, you run the risk of losing control. Losing control has a domino effect; when the quality of goods and services becomes compromised, customer satisfaction quickly falls.

One last note: 

It is nice to want to do all the work yourself. For one thing, on the surface, it appears that it will save you money. However, time is also money, and your time is valuable. If you can not pay cash, try to negotiate a fee or a share of future profits, or my own personal favorite, barter. Just do not try to do it all alone!

Manage Employees

Managing the actions of employees is a critical component of running a business. Knowing what to do with regards to hiring, motivating, directing, reprimanding, and even firing an employee is information a business owner should know. 

· Writing Effective Job Descriptions
A job description describes the major areas of an employee's job or position. A good job description begins with a careful analysis of the important facts about a job, such as the individual tasks involved, the methods used to complete the tasks, the purpose and responsibilities of the job, the relationship of the job to other jobs, and the qualifications needed for the job. 

· Employees vs. Contractors: What's The Difference?
Whether a person is an independent contractor or an employee generally depends on the amount of control exercised by the employer over the work being done. Dictating how a job is to be done or limiting the actions of the worker may establish an employer-employee relationship. 

· The Interview Process: How To select The "Right" Person
How do you select the right person for your business? There is no perfect answer, but the interview process can be a tremendous help if you use it effectively. In other words, you must have completed all of the other steps in the hiring process in order to get the most out of the interview process. Interviewing candidates for a position within your company is one of the final steps in the hiring process. 

· When Potential Employees Lie
When you receive a resume or job application, how can you be sure the applicant is telling the truth? 

Market and Price
Good marketing is critical to the success of your business. Marketing has many dimensions, including market research, customer service, advertising, targeting, packaging, pricing, e-marketing, and others. Investing in a good marketing plan will generate excellent returns. 


Marketing
· Understanding Marketing
Basic definition and discussion of marketing. 

· 100+ Marketing Ideas
Multiple ideas your business can use to improve marketing. 

· International Sales
The international market is an excellent business opportunity. 

· Customer Service 
Customer service is an essential skill for a business of any size and type. 

· Marketing Basics 
Basic ideas of marketing, including strategy, research, and target marketing. 

· Competitive Analysis
Knowing your competition will help improve your business. 

· Target Marketing 
Appealing to a small group of consumers can mean success for your business. 

· Marketing Plans
Like a business plan, a marketing plan is an essential guide. 

Advertising 

· Advertising and Public Relations
The separate characteristics of advertising and public relations. 

· Advertising Primer 
Make your advertisements effective and appealing to consumers. 

· How to Improve Your Yellow Pages Advertising
Get the most out of your Yellow Pages ad.

Getting Out
Getting out of your business may not be important to you at this point. However, planning your exit strategy often involves more than just closing down. Within this section we’ll discuss practical options that include selling your business or transferring ownership. In the event that you decide it is time to close your business. 
If you've never given any serious thought to exiting your business, now is the time. For sole proprietors, getting out of business can be nearly as easy as quitting a job. For most other small business structures, however, exiting is a multi-step process that can take from weeks to years depending on the size of the organization and the reasons for exiting. In most cases, the end goal is to maximize the value of the company and convert that value to cash.

Plan Your Exit

Planning Your Exit
If you've never given any serious thought to exiting your business, now is the time to start. Exiting is a multi-step process that can take from weeks to years depending on the size of the organization and the reasons for exiting. 
Closing a Business 
Find procedures for getting out of business, including what forms to file and how to handle additional revenue received or expenses you may incur.
Planning and awareness are crucial. The process, timing of events and tasks must be tailored to the type and complexity of the business. Each case is unique because reasons for dissolution differ, and problems that exist or develop are unique to the circumstance. The following is a checklist of items to consider as early in the process as possible. Most of these issues have some impact on the process of getting out of business:

 Human Resources 

· Disputes and employee grievances 

· Employee benefit plans: incentive plans, benefits, pensions, deferred salary plans, stock options 

· Medical insurance 

· Business equipment in employee possession - home offices, business cars, cellular telephones 

· Termination notices 

· Employment contracts and severance arrangements 


Finance and Accounting 
· Condition and completeness of records 

· Deposits outstanding 

· Prepaid accounts: insurance, advertising, utilities 

· Financial planning: capital gains on asset disposition or sale of business 

· Bank and investment account(s) 

· Loans from financial institutions or individual investors 

· List of creditors 

· Liens and security interests 

· Accounts payable and commissions owed 

· Account receivables 

· Cash flow and expenses related to getting out of business 

· Tax liabilities: local and state business taxes, payroll, industrial insurance, property, corporate income tax 


Legal 
· Warranties/Guarantees: product, service, contract 

· Contacts and agreements: assignment, completion, non-compete, confidentiality, nondisclosure, franchise 

· Contingent legal problems: litigation, disputes, judgments 

· Strategic alliance agreements and obligations 

· Labor union agreements 

Operations 
· Inventory: material, products, work in progress 

· Physical inventory records 

· Asset records and list 

· Purchase orders outstanding 

· Shipments in transit 


Facilities 
· Financial obligations 

· Security 

· Insurance 

· Modifications to secure plant and buildings 

· Storage of assets and equipment 

· Field offices 


Administration 
· Condition and completeness of company records: charter documents, minutes, stock records 

· Documents of title, mortgages, deeds, security agreements 

· Business insurance 

· Pensions, deferred compensation plans, benefits 

· Professional support. CPA, attorney, PR & advertising, marketing, internet host, publisher 

· Registrations, permits, licenses 

· Storage location of corporate records 

· Continuation of board of directors 

· Termination of business licenses and tax account 


Owners 
· Dissolution of business entity 

· Ownership of intellectual property: trademarks, patents, trade secrets 

· Applications in progress: intellectual property, licenses 

· Confidentiality 

· Stockholders or equity investors 

· Estate issues 

· Key person insurance 


Marketing & Public Relations 
· Sales representatives agreements 

· Proposals in process of preparation 

· Proposals submitted 

· Professional, trade, and telephone directory listings 

· Public notice of change 

· Tradeshow and convention commitments 

· Samples, price lists, and marketing materials in the field 

In conclusion, the process for getting out of business successfully requires the same amount of planning as going into business. While the process should be easier, it is likely to be less enjoyable and more stressful. The best advice for business owners is to think about the future during the early stages of getting into business. Exert managerial influence to ensure that complications and problems which could affect dissolution and net value do not develop into roadblocks. When the time for getting out of business comes, engage the invaluable expertise you will need, and prepare a plan.

Sell Your Business

It is more than just important to know how, when, and how much to sell your business for. There is a big difference between properly preparing your assets to be sold and putting a for sale sign on the front door. Knowing the difference can pay big dividends.  


Major issues to consider before deciding to sell your business.  
· Seller Financing
With as much as 90% of the sales of small businesses involving at least some seller financing, it may be unrealistic to expect to receive a lump sum payment. Yet financing can be tricky, as agreeing to a long period of payments entails the same type of risk as owning the business and depends on the business' future success. Alternatives may include getting the buyer to use non-business assets as security for the loan.  

· Employee Stock Ownership Plans (ESOP)
One way to sell the business to your employees is through an Employee Stock Ownership Plan (ESOP). ESOPs are tax-qualified employee benefit plans that invest primarily in stock of the employer. Significant tax advantages may be available to both an individual selling the business to an ESOP and the employees participating in the plan. The many tax incentives and benefits of employees having ownership in the business make such plans attractive even when business owners wish to sell only part of their businesses. 

· Selling To The Public: Initial And Direct Public Offerings
Primarily used to raise investment capital, Initial Public Offerings (IPOs) and Direct Public Offerings (DPOs) may be a way of maximizing the return from the sale of your business. 

· Sales Agreement
Checklist of items that must be on the written sales agreement. 

· Make Sure The Price Is Right
Find out what your business is worth before entertaining any offers. 

· Finding A Buyer
Once you've decided how much your business is worth, the next step is to find a buyer. 

Transfer Ownership

Thoughtful succession planning is important for all businesses, particularly family-owned businesses. Working with an accountant and an attorney will help you understand the tax consequences of the transfer and develop a succession plan that will work best for your situation.

· Estate and Gift Taxes
If you give someone money or property during your life, you may be subject to federal gift tax. The money and property you own when you die (your estate) may be subject to federal estate tax. 
· Management In Family-Owned Business 
Business succession planning provides business stability, tax savings, and, most of all, peace of mind. However, developing an effective plan requires hard work, discipline, communication, and teamwork.  

Liquidate Assets

Selling business assets, especially under trying or forced circumstances, can be difficult. However, knowing what to do and how to do it when it comes to selling company assets can help return the most value. You deserve to get as close to market value for your assets as possible. 

· Asset Liquidation
Before you terminate your lease, sell a key piece of equipment, or disconnect your utilities, makes sure you review this liquidation sale checklist. 

Close Officially

When the decision is made to close a business, there is more involved than just locking the doors. Learn what actions should be taken.
· Closing a Business - Closing Procedures 
Find forms and information with regard to filing an annual tax return for the year you go out of business, reporting the disposal of business property, and other actions you will need to take depending on your business structure.  
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