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    MAIN IDEA


    You always learn far more from your failures in running a small business than you ever learn from your successes. But if you’re genuinely smart, you’ll learn from the success and failures of other people rather than trying to make all the mistakes yourself.


    To make sound business decisions when you take the plunge and start your own small business, keep in the front of your mind four key pieces of advice:


    
      	Always know where you are in the small business life cycle, and act accordingly.


      	Never forget there is an alternate destination you definitely want to avoid.


      	To build your business, focus on building your assets as quickly as feasible.


      	To be a success over the long haul, you have to conquer your natural enemies.

        “I believe that once an individual has had a taste of the independence, freedom, and sense of accomplishment that a small business offers, that individual will never be satisfied working for someone else. You can be certain of some things in life – in addition to ‘death and taxes’. You can be certain that operating a small business will always be a great adventure – because you will always confront the unexpected. That’s exciting, and it’s one of the many things that make being an entrepreneur so appealing to me. You can also be certain that the economy will always have its peaks and valleys, and that the changing economic environment will affect every business to some extent. As a businessperson, you will always have to adapt to change, and perhaps rethink and redirect your dream. You can also be assured that you and I, if we are true entrepreneurs, will never be satisfied reporting to someone else. We will find a way to be in business for ourselves. We will create our own golden opportunities. We will remain positive, hopeful, energetic. We will anticipate every tomorrow with eagerness. And we will use every bit of common sense we possess to achieve business success and positively impact the lives of our employees, our suppliers, and our customers!”


        – Steve Gottry


        “Character cannot be developed in ease and quiet. Only through experience of trial and suffering can the soul be strengthened, ambition inspired, and success achieved.”


        – Helen Keller
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    Important Note About This Ebook


    This is a summary and not a critique or a review of the book. It does not offer judgment or opinion on the content of the book. This summary may not be organized chapter-wise but is an overview of the main ideas, viewpoints and arguments from the book as a whole. This means that the organization of this summary is not a representation of the book.


    Summary of Common Sense Business (Steve Gottry)


    Always know where you are in the small business life cycle, and act accordingly.


    The economic environment in which a small business has to operate today is challenging to say the least. The good news is you can succeed as long as you apply some basic commonsense smarts to every aspect of your business. Become stronger and more focused and you will overcome the challenges and move forward. Remember, every business starts at square one and then moves forward from there. It can be done.


    Stage 1: Dreaming


    Every great business begins as a dream in someone’s mind. There is always a place in any economy for a well-run business that will provide consumers with a great product or service at a fair price. Small businesses provide jobs for others and underpin the general economy.


    In this stage, you should:


    
      	Seek guidance and advice – from people who have experience in the industry you want to enter.


      	Focus on the “FANAFI” principle – that is, find a need and fill it. The businesses which excel over the long haul identify a genuine consumer need and then work to fill that need with a well-thought-out product or service offering.


      	Anticipate that other companies will see the same opportunity – and compete against you with products which are very comparable to yours. Do whatever you reasonably can to protect your intellectual property, but don’t get unduly worried if others clone what you’re doing. That’s the nature of almost every market nowadays.


      	
        Be realistic – Acknowledge that technology changes so rapidly what might be an earthshaking idea today may be completely worthless tomorrow when a next-generation technology comes along. Focus on being successful, not solely on using one technology or another.

        “All dreams need a foundation in reality. I believe you have to possess a deep personal interest in the business you are contemplating, as well as training in, and knowledge of, the field. Your dreams must be based on a measure of research. You need to know whether or not you have a reasonable chance for success. New needs, new technologies, and new generations of consumers will lead to a multitude of new business opportunities. The businesses that succeed will be those that fulfill a genuine need for a large enough market – and are well managed.


        – Steve Gottry

      

    


    Stage 2: Planning


    Realistically, to plan your business, you’ll need to develop the answers to eight questions:


    
      	When are you going to start your business? – which should ideally be when you have established there is a genuine need that you can fulfill at a profit and you are the best person to meet that need by virtue of your interest, expertise and capabilities.


      	Where are you going to start it? – which hopefully will be somewhere that makes sense, either for logistical or for marketing reasons.


      	What are you going to name the business? – which should be carefully considered. It’s expensive to print letterheads, business cards, etc. so you want a name you can stick with. A short, memorable and descriptive name is best.


      	How will you position your business? – meaning how will you differentiate yourself and stand out from the crowd? This requires you to develop a unique selling proposition and a mission statement.


      	How are you going to determine your capital needs and fill them? – because business start-ups are always full of hidden costs you never anticipated. Most people end up spending 30- to 50-percent more than budgeted. How will you handle that situation if it does arise? At the very least, you need to develop a pro forma which will detail how much you must sell at what price in order to break even. You can’t really speak with any potential financiers until you know that.


      	What kind of business structure are you going to establish? – with the choices being sole proprietor, partnership, limited liability company, corporation or S corporation. Each of these options have pros and cons. You have to choose the option that will put you in the best position possible while at the same time providing enough capital.


      	How many employees will you need, and what will they need to accomplish? – which is a good question since many small businesses have problems with under- and over-staffing. You should relate your anticipated staff numbers back to your pro forma financials and show they generate sufficient revenue. Also dwell on whether you can outsource your work to other firms or hire independent contractors who will be paid for their results instead.


      	What will be the policies applied to these employees? – that is, have you developed your company policies and committed them to an employee handbook yet? This provides a basic working framework for handling staff issues. Without this, potential problems lurk.

    


    Answer these questions thoroughly and you have your first draft of your business plan.


    [image: ]


    Stage 3: Implementation


    This is where the rubber meets the road and you start actually doing everything you’ve planned. Your goal here is to make sure all the right pieces of the puzzle come together at the right time. This sounds easy in theory but it is always hard to because there will be pieces missing that you didn’t even realize you needed.


    The ideal in this stage is to be able to hire people who bring strengths and competencies you’re personally lacking. Realistically, you more than likely won’t have enough money to do that so to fill in the missing pieces:


    
      	Start by looking at your internal resources – talk with all your employees and get their best ideas and suggestions. Perhaps you might try starting an “Idea of the Month Club” where everyone gets together and discusses a new idea to move the business forward. If you reward the successful ideas brought up there with incentives, these discussion groups will really zing.


      	
        Try accessing the best outside sources of help and information – which often can be accessed for little or no cost. Try looking in these places:

        
          	Books, especially those written by people who have met the specific challenges you face.


          	Magazines which can tell you what’s likely to happen in the near future.


          	Reputable and trusted Internet Web sites.


          	Training videos and DVDs put together by organizations with specialist information.


          	Computer software packages available from your local computer store or from a Web site.


          	Seminars which may be offered in your city.


          	Trade associations which frequently have loads of free and useful information available, especially to those who are considering entering the industry.


          	Consultants who can provide you with the benefit of their experience with companies in similar positions.


          	Your peers and those in your formal or informal support networks.

        

      


      	
        Put together your own team of advisers – drawn from all the people who have a vested interest in your success. Ask your professional advisers to come to a quarterly breakfast meeting where you can discuss what’s happening and ask their advice. Admittedly this may generate some conflicting ideas you’ll have to sort through, but people like this can provide some valuable hands-on information and tips.

        “If you don’t know finances, learn – or hire someone who already knows. If you don’t excel in sales, find someone who does. If customer service isn’t your area of strength, look for someone who is strong in that area. The fewer missing pieces you fill in, the bigger your problems will become. And these problems seem to multiply exponentially.


        – Steve Gottry


        “The primary goal is to make sure that all the right pieces of the puzzle come together at the same time, and fit perfectly – or at least close enough to create the desired picture...a successful, well-run new venture.


        – Steve Gottry

      

    


    Stage 4: Growth


    For any small business, growth is good. It does, however, bring its own set of challenges. The point is you should not be seeking to grow just for its own sake. Instead, you should be attempting to grow by offering a great product, supplied on time and backed by competent service at a competitive price. If your attempts to grow mean you end up failing to deliver in any of these areas, problems lie ahead.


    Competition will be a fact of life as you attempt to grow. Others will be eyeing the same prize you have in mind. Get comfortable with that idea and be prepared to upgrade your marketing in order to achieve the growth you want. Often this means doing some type of marketing activity your business has never before utilized to any great degree. There are eight general marketing vehicles you should consider using to generate the level of growth you’re comfortable with:


    
      	Media advertising – radio, television, newspaper and magazine advertisements, yellow pages, billboards, etc.


      	Internet marketing – developing a Web site and e-mailing promotional offers to potential customers.


      	Direct marketing – mailing specific offers to people on a list or using catalogs or telemarketing.


      	Incentives and premiums – offering discount coupons or other sales or promotional items.


      	Contests or promotions – encouraging more people to come into your store and browse.


      	Attractive point-of-purchase promotions – which might include animated displays or banners offering specials of the week.


      	Public relations – all the activities which let others know what your business is doing.


      	Customer relations – ensuring every contact a member of the public has with your business is positive.

    


    Keep in mind there’s no use generating lots more sales if you have problems filling those orders so you have to use some fine judgement here. To ramp up your sales substantially, you might also have to invest in a much more robust business infrastructure. If a downturn then comes, you’ll be faced with all the headaches of letting people go and scaling everything back to a more sustainable level.


    There are also other options to be considered. Instead of solely growing your sales, you might choose to seek growth through any one of a number of other strategies:


    
      	A merger with another business entity.


      	Acquiring the assets and customers of other firms.


      	Adding new locations to your operation.


      	Franchising your business model.


      	Adding on new products and services to your offerings.


      	Developing new horizontal or vertical markets.


      	Bringing in new investors and other sources of capital.

    


    As already mentioned, growth can be a two-edged sword with upside benefits and downside disadvantages. Hitting just the right balance and growing your small business at a sustainable rate is ideal. Having too much growth may sound like a great problem to have, but it is still a problem nonetheless that has to be addressed one way or another in order for your enterprise to grow.


    Stage 5: Preservation & Evolution


    When things are going well for a small business, there is a tendency to sit backand become conservative, focusing more on protecting what you already have. That’s dangerous, because markets and competitors never sit still. The fact is if you’re not consistently pushing forward, then you’re already starting to fall behind other more aggressive competitors.


    To avoid that, ask some tough questions:


    
      	Are we still in tune with our customer’s needs – or are we locked in the way business used to get done in the past?


      	Are we willing to evolve the business to its next logical configuration – by adopting the new technology which is becoming available? All industries evolve and customer expectations change. If you try and continue to offer what worked in the past, your more on-trend competitors will have a field day. Evolve with your customers and advance your business. Use change to your advantage.


      	Are we still applying the FANAFI principle – are we still finding a genuine customer need and then filling it?

    


    Many small businesses avoid potential problems in this area by forming a focus committee who keep an eye on industry or consumer trends and new technical developments. Their job is to alert everyone when marketplace changes are imminent.


    Stage 6: Sale or Divestiture


    There will come a day when you’ve had enough and you want to cash out or move on to other areas of interest. When that happens, you’ll have seven options available:


    
      	Close your business – sell the assets and pocket the money, minus your taxes. Sometimes this is the simplest and best thing to do.


      	Declare bankruptcy – and let the officials do all the closing down jobs for you. This will have some rather severe flow-on effects, but it is an option.


      	Sell your business outright as a going concern – which means you then have no control over what the new owners choose to do with your operational assets and your existing customer base.


      	Sell your business to your partners or key employees – meaning you place the business in the hands of people you know and trust.


      	Take your company public – and let professional managers come on board to take the business forward.


      	Turn your business over to your children or other heirs – and let them start making all the decisions and running the business.


      	Develop a formal Employee Stock Ownership Plan – and let your employees gradually buy you out of the business and then take the reins entirely.

    


    Which path you choose is entirely up to your personal preferences. There are advantages and disadvantages to each option. There will also be tax and other considerations involved. The point is it’s better to plan this process in advance when you still have some good options rather than being forced to move one way or


    

    

    

    
      	Acknowledge you have a problem – and don’t just bury your head in the sand and hope things will get better with the passage of time. Face the unpleasant realities and resolve to draw on your resources and act while you still have options.


      	Make any cuts which absolutely have to be made – and act quickly rather than drip-feeding the bad news to your employees. Act decisively. The longer you delay the inevitable, the worse things will get for everyone. Your employees, in particular, will be able to read all the signs well before you terminate their employment. It’s far better to get all the necessary cuts made in one decisive action rather than to make lots of small cuts that have everyone in a permanent state of limbo.


      	Renegotiate your outstanding debts with your creditors – and set up a payment schedule you can live with and they can accept. Most creditors will prefer to get something every week rather than forcing you into bankruptcy, so be candid with them and see what you can work out.


      	Sell all your personal toys and other unused equipment – and make a reasonable effort to apply the sale proceeds to paying off your debts. You don’t need to sell anything which is of genuine utility but you do need to be seen doing everything you can to set things right.


      	Get some sound advice – from professionals who are experienced in these situations and who can suggest options based on cold hard logic rather than the emotions you’re feeling. You’ll be surprised how many people have been in tight situations themselves and can offer some very worthwhile suggestions. Take advantage of those sources of information.


      	Focus on your areas of proven expertise and past success – and see if you can’t build on whatever you already do well. Don’t assume you have to start over in an entirely new field where you will have only limited expertise. Rather, look for previously unexploited ways to get more out of what you already know and do well.


      	Draft a workable recovery plan – commit your plan to paper and then stick to it. Even a simple and straightforward plan can work wonders. Be honest in your assessment of where you are at present and how you see the way forward shaping up. Focus on the key things you need to do to correct the situation and move forward. More than likely, this will be to concentrate on sales, to find practical ways to cut expenses and to restructure operations. You might also specify what you’ll do differently in the future in order to avoid ending up in the same situation.

    


    

    

    
      	Think regularly about what you need to do differently – and become a stickler for details. If you can ignore all the drivel and focus on whatever you need to do better, you’ll do fine. For example, instead of thinking about all the expensive toys you’re accumulating, keep a close eye on your receivables.


      	Apply everything you’ve learned from your mistakes – meaning find practical ways to work smarter, to serve your clients better, to compete more effectively on price, to hire good people, to keep your expenses under control, to stay in tune with marketplace trends and so forth. Apply the hard-earned lessons that have shaped your circumstances.


      	Take some noticeably different risks – because what you did last time around wasn’t very successful. Don’t repeat the errors of the past. Try new and different ideas and see where you can get to.


      	Work hard at investing your profits more wisely this time around – and resist the temptation to buy flashy toys that add no real value to your business. Invest in those things that will add to your bottom line.


      	Think about what pieces of know-how were missing last time around – and develop a plan for filling those gaps. In practical terms, that will mean acquiring more skill or knowledge yourself or being able to hire people who have those skills. At the very least, get on board some good advisers who can provide you with advice you trust.


      	Make key decisions quickly – and don’t delay what needs to get decided. If you’re going to hire someone, move quickly. If you’re going to get rid of some “deadwood” in your organization, do it today. Get your important decisions in place and then concentrate on moving forward.


      	
        Work very hard at building a great team – because you will have learned you can’t do everything yourself. Running and growing a successful small business always requires a team of people. Do all you can to attract the right people to your enterprise by making it worth their while.

        

        

        

        

        

        
      

    


    

    

    

    1. Yourself


    

    
      	Your enthusiasm to serve customers and do something great.


      	Your attitudes which will act as a template everyone else will model themselves on.


      	Your knowledge of the industry.


      	Your skills and know-how.


      	Your courage to leave behind the security of paid employment and set out into the world of business.


      	Your experiences of the past, for better or for worse.


      	Your goals and ambitions for the business.


      	Your set of business ethics and expectations on how customers should be treated.

    


    

    
      	Your family-who should provide a stable environment which is unchanging despite everything that is happening at work.


      	Your friends – with whom you can do all the fun stuff which allows you to let off steam.


      	Some organized small groups – where you can associate with people of similar backgrounds and interests.


      	Professional and industry associations – where you can mix with your peers and discuss items of interest and relevance.


      	Religious groups of your personal choice – where you can be inspired, counseled, and instructed on a wide variety of life issues.

    


    2. Your employees


    

    

    
      	
        Develop effective screening and selection processes – which will allow you to start with people of very high quality. How you separate the wheat from the chaff when it comes to screening new hires is up to you, but most likely it will be a matter of identifying those who have the right mix of:

        
          	The skills your business needs to operate.


          	A willingness to learn new things and be trained.


          	Real world hands-on experience and savvy.


          	The right kind of personality.


          	A stable and even temperament.

        

      


      	Once you find someone that looks good, don’t scrimp on the background check – but go right through everything and verify what you’ve been told. If you inadvertently hire someone with a criminal record, your business may become liable for their subsequent actions even if you weren’t aware. You have to do a thorough background check on everyone you hire.

    


    

    
      	Do quality work – perhaps by utilizing a formal program like TQM or Six Sigma. The main aim is to get employees to do things right the first time rather than having to constantly go back and correct problems. You can do this most effectively by praising quality work whenever an employee delivers it and then looking for ways to ensure that will happen again.


      	Have a strong team spirit – so each employee contributes to the enterprise’s success in a meaningful way. When employees are committed to fulfilling their individual and team roles, the work of the entire organization will go forward with purpose and meaning. There are loads of things you can do to build camaraderie and a sense of teamwork within your organization.


      	Feel personally responsible for results – by setting standards which are applied equally and fairly. It is especially important that everyone knows how their performance is being scored and evaluated. If you explain that, you create a work environment where people feel rewarded for their contributions while also having an equal opportunity for advancement.


      	
        Be a top performer – by making available great rewards and incentives. When you pay people for their measurable performance, you signal to them in clear and unmistakable terms what they have to do more of to get ahead.

        

        
      

    


    3. Your customers


    

    

    
      	When their designated buyer changes – and you have no established relationship with the new buyer.


      	When there is an ownership change for your customer – and new people start making decisions.


      	When the customer’s circumstance change appreciably – and you’re not sure you can meet their new requirements.


      	When a new competing business opens its doors – and your customers feel tempted to give the new business a try.


      	When you’ve fouled up and made a mistake – which places your customers in an awkward position.


      	When you fail to deliver as promised – and your customers run out of patience or good-will.


      	When the general economy turns down – and price becomes the most important factor of all.

    


    

    4. Your vendors


    

    

    
      	Have reasonable expectations – and realize vendors have to make a profit to survive just as you do. You won’t make a big killing by squeezing your vendors for every last dollar, so be reasonable in your requests.


      	Be fair – don’t expect your vendor to change pricing or delivery schedules after everything is agreed.


      	Make a generous allowance forthe occasional mistake – and think long-term rather than day-by-day.


      	Always pay your vendors on time – and don’t try to renegotiate financial terms after the fact.


      	Have integrity – let your word of agreement be as binding as a written contract.


      	
        Don’t take your vendors for granted – but realize they play a key role in your ability to stay in business. Find small ways to express your appreciation for the contribution they make.

        

        
      

    


    5. Your capital


    

    
      	Move capital in your doors as quickly as possible – by watching your receivables like a hawk and insisting on payment when it’s due.


      	Move capital back out again as slowly as possible – by being on top of your accounts payable and paying your bills as they come due. The more capital you can retain, the greater your options to take advantage of any unexpected opportunities which may come along.


      	Pay as little for your capital as possible – which means don’t buy equipment on credit cards. Instead, if you need to purchase equipment, negotiate a leasing arrangement and look for the best terms or financing options available. This can save you a lot of money you would otherwise lose with nothing to show for it.


      	Save as much money as possible – because cash in the bank gives you loads and loads of options. At the very least, cash helps you survive the hard times with minimal disruptions to your business.


      	Watch your money as closely as possible all the time – especially your receivables. If you get a new customer you don’t know, ask them for payment up front. This is infinitely better than chasing deadbeats around.


      	Make very certain more money is coming in than is going out – which loosely translated means watch your expenses and overheads carefully so you stay profitable.


      	Know when to expect money to flow into your business and how much – and then get right onto it if that money does not show up on schedule.

    


    

    6. Your community relationship


    

    

    

    

    

    

    

    1. Busy-ness


    

    
      	Your commute – by using this time to listen to educational materials or self-improvement programs.


      	The telephone – by creating blocks of time where you won’t take any incoming calls. Get someone to take a message and then set aside specific blocks of time where you return those calls.


      	The morning mail – by developing a system which will allow you to prioritize your mail quickly and efficiently.


      	Your incoming e-mail – by trashing items quickly and then responding to everything that’s important the same day you receive it. If you pre-prepare detailed signatures for your outgoing e-mails, you can also save a lot of time.


      	
        Meetings – which will be better if you do just four things:

        
          	Set a start time and adhere to it.


          	Set a finish time and stick to it, no matter what.


          	Limit attendance strictly to those who have to attend.


          	Establish a set agenda in advance, and stick to it.


          	Keep an accurate written record of what was decided.

        

      


      	Excessive systems and procedures – by having the courage to revert to simple manual systems if they work better and cause less confusion. Use your instincts and do what makes sense for you rather than letting some giant software company tell you what you need to do.


      	Paperwork, reports and memos – which should be replaced wherever possible by brief and tightly focused e-mails or single page summaries. Train your people to ask questions about the things they don’t understand rather than having everything in print. The purpose of your business is to make a profit by selling products and services rather than to create a library for the ages.

    


    2. Busy bodies


    

    

    

    3. Sloppiness


    

    
      	Always follow through on everything you say.


      	Make sure everyone is submitting their reports on time.


      	Prioritize, and focus on what’s most important for the company.


      	Verify that good customer records are being kept.


      	Stay on top of the collection of your receivables.


      	Be well organized yourself.

    


    

    
      	Meeting the needs of your employees.


      	Satisfying the expectations and needs of your customers.


      	Making sure you have enough cash to stay in business.


      	Covering all the necessary legal bases.

        

        
      

    


    4. Debt


    

    
      	Don’t buy things you don’t really need – until you have the money to pay for them in cash.


      	Don’t pay for cheap things over and over – but buy quality the first time around.


      	Avoid fads and trends – and stick with traditional designs.


      	Never buy anything on your credit card – because the interest rates charged are absolutely exorbitant.


      	Don’t go into debt for items which are designed solely to make you look good – fancy cars and other status symbols.


      	Sell any surplus equipment as soon as you can – because the longer you wait, the less they will be worth.


      	Use any excess cash your business generates to reduce or eliminate your long-term debt – before you start splashing out on new toys.


      	Wherever possible, consolidate your debts – into low interest loan arrangements.

    


    5. The Government


    

    
      	Always pay your taxes – and pay them on time filing all the paperwork required.


      	Never blur the lines – between what is a legitimate business expense and what is a personal item.


      	Don’t discriminate in any conceivable way.


      	Provide a safe workplace – which is up to code.


      	Apply for all the licences and permits you need.


      	Treat government employees with respect and courtesy.

    


    6. Addictions


    

    
      	Becoming workaholics – and losing the balance which comes from other aspects of life.


      	Having a fear of delegating – and thinking you have to do everything yourself.


      	Technology addiction – having to have the latest and greatest gadgets.


      	Having the best toys on the block.


      	Perfectionism.


      	Longing for acceptance and recognition – where every request to head up charitable drives is honored.

    


    

    7. Fear


    

    
      	Take heart from the fact everyone is afraid of something – and the key is to deal with your fears rather than to feel guilty about it.


      	Remind yourself ultimately fear is just an emotion – and you always have the power to replace one emotion with another at any time. The ball is in your court, not in the hands of some faceless entity.


      	Keep telling yourself fear becomes controllable as soon as you understand what triggers it – and therefore to control your fears, all you need do is change the circumstances that surround it, even if that is easier said than done.


      	Never forget tension is a “stablemate” of fear – and therefore it’s important that you have diversions which are totally unrelated to your work. These will take your mind off your fears and make them easier to deal with.
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