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[bookmark: _Toc231038335][bookmark: _Toc291664371][bookmark: _Toc291667594][bookmark: _Toc291668691][bookmark: _Toc291668759]OVERVIEW                                                        
Welcome to “Getting Started” 
This workbook has been put together for you to work in the comfort of your own home and at your own pace.  The time it takes you to finish the workbook is up to you, however, we encourage you to work daily at meeting your goals of being self employed.
Planning is the most important task that needs to be done before starting a business.   Now that you have a good business, it’s time to take the next step.  N.E.D.C. has prepared this “Getting Ready” workbook to help you gather all the information you will need to Write Your Business Plan.	
This workbook will help you:
· Explore all the details of what goes into a business plan.
· Research and gather all the information you need about your business.
· Get ready to write your own business plan.
· Assist you when working with the Business Development Officer.
If help is required in finishing this workbook, please feel free to contact the Business Services Officer or a Business Development Officer in your region.  If more space is needed, please add more pages.

Nuu-chah-nulth Economic Development Corporation
7563 Pacific Rim Highway
Port Alberni, B.C.  V9Y 8Y5
Phone: (250) 724-3131
Fax: (250) 724-9967
Toll Free:  1-866-444-NEDC (6332)
www.nedc.info
nedc@nedc.info
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Before the Business Plan
“Getting Started”
)[image: img518.bmp]

This is where you will explore all the details of what goes into your business plan.  Take your time and really research your business ideas.
Remember to “think outside the box”.  Ask yourself “how can I make this information work for my business ideas”.


7
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80/20 principle
80
%
 of your results come from 20
%
 of your efforts
Seek to identify and improve or eliminate the efforts that do not contribute to the 20% you should be focusing on
!
)[image: http://www.teamandadream.com/internetmarketing/Internet%20Marketing.jpg]Part One: Marketing
[bookmark: _Toc231038337][bookmark: _Toc291664373][bookmark: _Toc291667596][bookmark: _Toc291668693][bookmark: _Toc291668761][image: getting-ready1.gif]Understanding your Market
Your market is your customers; you will find through research that you have customers and clients with different lifestyles.  By understanding these lifestyles, we will be able to teach them about your products and services.

You will be selling your product or service to different groups of customers.  To understand the potential customer for your business, it is important to recognize and write down the different markets you will be selling to.  
What you want to find out about each group of customers are:
Who:  Who is your customer?  For example retail stores – be specific (i.e. craft stores); or wholesale distributors (warehouse); online (website); demographics like male / female / age range / income level.

Where:  Where do they live or come from?  Geography – what part of the world; Region – country, province, coasts; Neighbour – town, block, community; Tourist – travel, constantly changing.

[image: content12a.gif]When:  When do they purchase?  Time of year or event; Weather – summer, winter, fall, spring, sunny, snowy, rainy etc.; Lifestyle – with children , over the age of 50, seniors; Customer/Business fads – influences to the market like fashion or environment or changes.

How:  How do they want to buy what you have?  How are you going to deliver your goods or services?  To find out about what works best, check out what the competition is doing or ask your potential customers.

Worksheets 1.1 and 1.2 will introduce you to common information that is included in a business plan.  You will need to back up your claims with research.
[bookmark: _Toc231038338][bookmark: _Toc291664374][bookmark: _Toc291667597][bookmark: _Toc291668694][bookmark: _Toc291668762][image: BS01029_]Worksheet 1.1 – Defining Your Market /Customer
It is important to understand your customers’ lifestyle and how your customer buys a product like yours.  Do they read the newspaper, watch TV, or listen to the radio?  Do they travel?  Do they take the advice of others?  Do they plan their purchase or impulse buy?  This will help you focus your marketing (advertising) efforts so you get the most sales with the least amount of money.
	Age, usually given in a range (20-35 years)
	[bookmark: Text1]     

	Sex
	

	Marriage/partner status
	[bookmark: Text2]     

	Location of household
	[bookmark: Text3]     

	Family size and description
	[bookmark: Text4]     

	Income, especially disposable income (money available to spend)
	[bookmark: Text5]     

	Education level, usually to last level completed
	[bookmark: Text6]     

	Occupation
	[bookmark: Text7]     

	Interests, purchasing profile (what do customers want?)
	[bookmark: Text8]     

	Cultural, ethnic, racial background
	[bookmark: Text9]     


Now, describe your target customers in one sentence. 
[bookmark: Text10]My target market is:        
[bookmark: _Toc231038339][bookmark: _Toc291664375][bookmark: _Toc291667598][bookmark: _Toc291668695][bookmark: _Toc291668763][image: BS01029_]Worksheet 1.2 – Understanding Your Market
1. Often, you will have more than one group of customers that you will be offering your product or services to.  List the different types of customers you will be selling to by filling out the following profile for each group.
[bookmark: Text11]WHO:  Do you think is your Customer       
[bookmark: Text12]WHERE:  Do they live or come from       
[bookmark: Text13]WHEN:  Will they Purchase your product or service       
[bookmark: Text14]HOW:  will you get your product or service to them       
2. [bookmark: Text15]What is the current state or condition of the market your business will operate in?  Is it highly competitive, or is it new or at the beginning of its fad, or has the market been around for a long time?          
3. What fads (trends) will affect your business?  For example:  Fashion – what is hot; High Tech – what is the latest or fastest; Environment – going green.
   
[bookmark: Text16]      
[bookmark: _Toc231038340][bookmark: _Toc291664376][bookmark: _Toc291667599][bookmark: _Toc291668696][bookmark: _Toc291668764]Market Research
[image: content22.gif]         (
Overview – Market Research
It is your job as a business owner:
 
T
o find out
 
what people need
To search out groups of customers and find out their needs
To find out what is needed to educate people about your business (
promotion
)
)
But Most Important…
This step is to help you be successful in your business
· The information you gather is for you – for your success
· You have to be fair with yourself about whether this idea will work or try other ideas
· This is the opportunity to find out for yourself
Would you like to know the future?  When time is taken to do Market Research, it is like having a crystal ball for business.
What is Market Research?
Market Research is the step by step process used to gather, report and read information that you need to know to make good business decisions.
Market Research answers questions like:
· How will people react to a particular topic, habit, activity, decision or business?
· Will my idea work – Can I sell my product or service to make money?
· What marketing (advertising) tools will be most effective?
· How much product or service can I sell?
· Is there a need to add more new products or services?
[bookmark: _Toc231038341][bookmark: _Toc291664377][bookmark: _Toc291667600][bookmark: _Toc291668697][bookmark: _Toc291668765][image: BS01029_]Worksheet 1.3 – Marketing Plan
You will need to decide:  where you will sell your product?
· Who will sell your product?
· How much you will sell your product for?
· How you will let people know about your product?
· How you will persuade people to buy your product?
· What advertising materials you will need.
With your customer in mind:
	Who will sell your product?
	Where will you sell your product?
	Why?

	[bookmark: Text23]     
	[bookmark: Text18]     
	[bookmark: Text19]     

	[bookmark: Text20]     
	[bookmark: Text21]     
	[bookmark: Text22]     


How would you:
	How would you advertise your product?
	Why?

	     
	     
	     

	     
	     
	     


Making your sale:  
(Your greeting), I am (your name) of (your business) that offers (your product/service) providing (these benefits). 
[bookmark: Text24]My elevator pitch:          



[bookmark: _Toc231038342][bookmark: _Toc291664378][bookmark: _Toc291667601][bookmark: _Toc291668698][bookmark: _Toc291668766]5 Steps to Good Market Research
There are 5 steps to Good Market Research.  They are:
1. List Your Goals
2. Prepare a Research Plan
3. Collect Information
4. Look at the results of the information
5. Prepare a Market Research Report
1.  List Your Goals
[image: content23.gif]Before you start, it is always a good practice to map out your reason and goals.
· Why are you doing this research?
· Make sure your goals are realistic and specific – Stay Focused
· Break it down into General and Specific Goals
General Goals include:  a big picture of why you are doing this.  It is a guideline you will use to make sure all of your research is working toward the result of: 
“Will my idea make a good business”?
Specific Goals include:  identifying customers that will buy your product or service; finding out about the competition; finding out about Marketing/Promotional/Advertising opportunities.
2.  Being prepared:  having a plan for your research
· This will help you to be more prepared and comfortable when gathering information
· This step will also help you stay on track
· It is important to have a plan of how you are going to do your research
· You may need to change your plan as you go – but have a place to start

[image: C:\Documents and Settings\Loaner\Local Settings\Temporary Internet Files\Content.IE5\4WA9SPH6\MCj03270140000[1].jpg]
WHAT DO I INCLUDE IN MY RESEARCH PLAN?
What:  Make a list of topics and subjects you want to research.  Some examples include:  who does what you are going to do; what are the best ways to market my business; fads in the market; the customer demand or need for my business.
Where:  Information sources.  The main source is YOU – from your observations, or what you have heard, or from surveys / questionnaires
When:  Set a time frame for your research.  Remember we are looking at the “What if’s” rather than the “What is”
How:  By writing out your plan it helps to organize your thoughts and can be used as a guide for your research report and down the road – your business plan.
[bookmark: _Toc231038343][bookmark: _Toc291664379][bookmark: _Toc291667602][bookmark: _Toc291668699][bookmark: _Toc291668767][image: BS01029_]Worksheet 1.4 – Being prepared: having a plan for your research
Fill in the following to create your market research plan.
1. Your Goals:
· General:  the big picture

[bookmark: Text25]     
· Specific:  who are your customers; your competition and what will you use to advertise
[bookmark: Text26]     
2. Information:  What information / topics are you going to research?  Make a list.  For example:
· Markets you are interested in
[bookmark: Text27]     
· Related markets (markets that are similar)
[bookmark: Text28]     
· Competitors / Suppliers / Distributors
[bookmark: Text29]     
· Demographics or places / Customer Profiles
[bookmark: Text30]     
· Legislation or Regulations governing your type of business or product
[bookmark: Text31]     
· Primarily Research (what you know and why)
[bookmark: Text32]     

3. [bookmark: Text33][bookmark: Text34]Time frame you wish to research.  Write down the times you are going to start       and finish       your research.

[bookmark: _Toc231038344][bookmark: _Toc291664380][bookmark: _Toc291667603][bookmark: _Toc291668700][bookmark: _Toc291668768]5 Steps to Good Market Research (continued)
[image: content31.gif]3.  Collecting Information
There are two ways to collect information. 
1. Secondary information: simply means that it is info that has already been gathered and put together. 
2. Primary information: simply means that it is info that is created by you.
Areas of Secondary Sources and places where this information can be found are:
1) Demographics (Places) -   Public Libraries, Local College, Municipal Office, City Hall, Band Office, Business Development Centres, Provincial and Federal Ministries and the Internet.
2) Stats or Numbers – Public Libraries, Chamber of Commerce, Tourists Centres, Online searches will help you find specific stats, Associations, Directories such as Statistics Canada.
3) Major Books or Magazines read by customers – market specific magazines and articles like consumer guides, Canadian News and Periodical Index, General Publications / Regional / Local / Band
4) Supplier / Distributor Lists – Who supplies products/materials to your market?  Regional Business Directories, City Directories, Canadian Trade Index.  Also you are looking for people that distribute / sell your product or service like Wholesale distribution centres and Manufacturer Reps (like the chip or pop salesman who sells to the stores).
5) Competitor Information – What businesses are similar to yours?  Regional Business Directories, City Directories, Canadian Trade Index, Search Online using key words or search by general then by specific words or fields.
6) Niche Data – This is information that is focused on a specific topic like Legislation, Trends or Fads, Economic Studies or Business Reports.
How to Collect Secondary Information – Start with your goals and a plan – follow them!
Areas of Primary Sources and places where this information can be found are:
[image: content34a.gif]
1. Observation – You check out how your customers and competition behave by observing them in action.  Go to the competition and see how they work.  How do they handle customers?  Watch service, products, salespeople, location, promotion, image, types of customers and what they are buying
2. Focus Groups – Usually 6 to 12 people in a friendly setting, talking about products or businesses like yours.  Have an outline but don’t lead the group and write down notes and observations.
3. Surveys / Questionnaires – This is an important tool in research.  A well laid out survey is excellent for collecting market information.  Have good questions and use different methods such as mail, in-person and by phone.  The sample size (number) should be as many as possible – the more information, the better chances for success and remember that those surveyed are potential customers.  Do surveys of different sections of the population.  Do not lead individuals to answer.  Have a reason and goal for asking each question.  Pay attention to the look and language in your surveys.  There are two styles of asking questions: open and closed.  Closed will give you specific answers like “yes” or “no”, while open ended questions will get a more in-depth / unique answer.  To determine how big or what type of survey you will do consider the following:  Time – how much time do you have to this?; Area – the bigger the area, the more time and money it will take; Do you need to show them an example of your product or service?; Length and Balance – get as much information in as short a time as possible; Money – your method will determine your cost. 
[bookmark: _Toc231038345][bookmark: _Toc291664381][bookmark: _Toc291667604][bookmark: _Toc291668701][bookmark: _Toc291668769][image: BS01029_]Worksheet 1.5 – Collecting Information

Complete the following sections to identify sources for the information you will be collecting.
1. List any secondary sources that might be useful to you.
a) [bookmark: Text35]Demographic or places  you will go       
b) [bookmark: Text36]Where you will go to find numbers       
c) [bookmark: Text37]Major magazines or books       
d) [bookmark: Text38]Competitor, supplier or distributor lists       
e) [bookmark: Text39]Direct (the same) and indirect (similar) competitors       
f) [bookmark: Text40]Legislation, trends/fads or economic studies relating to your market area       
2. What primary research will you need to do?
a) [bookmark: Text41]Observation       
b) [bookmark: Text44]Interviews       
c) [bookmark: Text43]Focus Groups       
d) [bookmark: Text45]Survey / Questionnaire      
[bookmark: _Toc231038346][bookmark: _Toc291664382][bookmark: _Toc291667605][bookmark: _Toc291668702][bookmark: _Toc291668770]Example of a Customer Survey
 (
Source:  Bank of America Resource Centre
)[image: C:\Documents and Settings\Loaner\Local Settings\Temporary Internet Files\Content.IE5\DCAI1NCN\MCj02971770000[1].wmf]Your survey must include questions that obtain information on the following things about your potential customers:
· Demographic information – Includes age, sex, race (if necessary) etc.
· Lifestyle information- Includes information like hobbies, interests, opinions, etc.
· Information about where a person lives and where he/she buys their products and services.  This can be as big as the province in which they live or as small as their community.
· Information about how a person uses the products and services.
· Benefit information – Includes information about the benefits a person receives from products and services.  Finding groups of customers to take your survey can sometimes present a challenge.
Here are some sample questions to include in your survey:
As of January 1, 2009, what is your age?
___under 25
___25-34
___35-44
___45 +
Gender/Sex?	___Male	___Female
What is your current occupation? ______________________________________
What is your total household income range?
___Less than $29,999
___$30,000 - $49,999
___$50,000 +

What is the highest level of education you have completed?
___High School or less
___Trade School
___Some College/University
___College or University Diploma/Degree
What are your favourite hobbies?  ________________________________
Which of the following products do you buy regularly?  (Include a list of your products, as well as products that you are able to add if you uncover a need for them).
How often do you purchase these products?
___Daily
___Weekly
___Monthly
___Twice a Year
___Yearly
How satisfied are you with the current provider of these products?
__Very Satisfied
__Satisfied
__Somewhat Satisfied
__Not Satisfied
How loyal are you to the brand that you purchase?
___Not loyal (I’ll purchase whatever brand is on sale)
___Somewhat loyal (I’ll usually purchase one brand unless another one offers a good deal)
___Pretty loyal (I’ll always buy one brand unless it is out of stock or unavailable)
___Extremely loyal (I would never purchase any other rand)
Where do you normally purchase these items?  (Include a list of distributors in your area.  Also include questions that are related to your business regarding your products, pricing and service to see if the person is a potential customer for you.)
[bookmark: _Toc231038347][bookmark: _Toc291664383][bookmark: _Toc291667606][bookmark: _Toc291668703][bookmark: _Toc291668771][image: BS01029_]Worksheet 1.6 – Designing your Survey

If you plan to do primary research by doing a survey or questionnaire, use this worksheet to help your with your questions for your survey.
Introduction:
Questions:
[bookmark: Text46]1.       
[bookmark: Text47]2.       
[bookmark: Text48]3.       
[bookmark: Text49]4.       
[bookmark: Text50]5.       
[bookmark: Text51]6.       
Demographic Information:  (Check off the demographic information you will ask)
[bookmark: Check2]|_|  Gender   M_____     F_____
[bookmark: Check1]|_|  Age      (identify ranges)
[bookmark: Check3]|_|  Occupation _________________________________
[bookmark: Check4]|_|  Marital Status:  Married___  Divorced___   Single___ Widowed__
[bookmark: Check5]|_|  Annual Household Income   (identify ranges)
[bookmark: Check6]|_|  Number of Children  0___  1___  2___  3___  or more___
[bookmark: _Toc231038348][bookmark: _Toc291664384][bookmark: _Toc291667607][bookmark: _Toc291668704][bookmark: _Toc291668772]5 Steps to Good Market Research (continued)
4.  Looking at the Information
The Purpose for looking at the information is to help you make better business decisions.
Review Goals
· Go back and look at the goals to your research
· Information gathered has to be directly related to your business and what you need to find out.
Look at both Primary (what you see) and Secondary (what already is) sources
· Are there enough customers for your product or service to make a profit?
· Identify opportunities in the market place
· Make sure you are offering what people want
5. Preparing a Research Report
The research you do depends on the type of product or service you want to offer. [image: content43.gif]  While your market may be different from other business owners, your report will still look the same with the same issues:
· Your Business, what it does
· Objectives, what are the goals
· How you collected the information
· What you found out about your market and how other businesses work
It is important to be able to show people that you have made sure that your business will work.  This is written in a report form that should be easy to read and make clear points.
[bookmark: _Toc231038349][bookmark: _Toc291664385][bookmark: _Toc291667608][bookmark: _Toc291668705][bookmark: _Toc291668773][image: BS01029_]Worksheet 1.7 – Preparing Your Research Report
How to write a Research Report
The following is a list of questions that you should be able to answer from your research and notes.
REMEMBER:  Keep it simple, be clear in your message
NOTE:  The examples given are limited to one or two brief answers; you should have more information and detail in your actual report.
1. Purpose 
What research did you do?  And why did you do it?
An example for research might be “searched online” and the reason might be “to find out if there were any other businesses similar to mine that have a website”
List each of the areas you researched and why?
2. Keyword Search
When doing research you use certain words for your business.
An example of keyword, if I were selling jewelry might be “jewelry, jewelers, gemstones, silver, native jewelry, etc”.
What words did you research that describes your business?
3. Secondary Research
What information already exists for your market using book, magazines, newspaper articles, websites etc.?
An example for jewelry might be silversmith jewelry magazine, Chamber of Chamber of Commerce, local jewelers etc.
Make a list of those that you used 
4. Primary Research
What you found out by talking to people, doing surveys, focus groups and observing.  Also, mention why you used this method.
An example for jewelry might be: “survey” and my reason might be: “this gives an example of the potential market for my jewelry”
List what you used and why?
5. The Results of your Research
This is where you list all of the facts, numbers and information that you have gathered.   For each question, list the information you collected.  It is important to be clear, simple, and direct.
a) CUSTOMERS
You might have many types of customers. 
An example for my jewelry might be: #1 – working women ages 25 – 50, because they have a job to pay for it and like jewelry”  #2 – tourist visiting the West Coast because they are looking for unique souvenirs to take home” and so on.
List every type of person that might be a customer and why?
b) MARKETING TOOLS
Think about which marketing/advertising tools will work to attract customers to your business.
An example for my jewelry might be: put some of my jewelry or my business cards in souvenir shops because when talking to 50 people, that is where they said they would go to buy Native silver jewelry”
List what tools you would use and the reason you would advertise/market this way?
c) DISTRIBUTION/DELIVERY METHODS
Think about how businesses like yours get their product to their customers.  An example for my jewelry might be: “putting some of my jewelry in souvenir stores on consignment and have that store take orders for me.  I would then replace the store’s stock and fill customer orders”
How are you going to get your products or service to your customers?
d) INDUSTRY/AREA AND MARKET
Think about what area your business is in and what type of market is there for your product.  An example is “ my business is in the Jewelry and Accessories area and looking at the fads on tv, there is a growing need for authentic West Coast jewelry”
What area is our business in and wht type of market is there for your product?
e) SIMILAR MARKETS
Think about what other businesses complement yours and what is their market like.  An example for my jewelry is: “ the fashion and clothing markets relate to my product, along with hair salons and even spas”.
List businesses the complement yours and why?
f) COMPETITION
In every market there is competition.  Some are doing the exact same as you and others are similar.  An example might be: “other businesses selling Native silver jewelry and other souvenir shops in high end hotels selling mass produced jewelry”.
Who are the businesses that are your competition?
g) LEGAL ISSUES
Think about any legal or government issues that relate or affect how you do business.  An example might be: “do I need a business license to sell my jewelry in other people’s souvenir shops?”  Another example might be a truck driver who would need special driving and transport licenses that are very hard to get since there are only so many issued each year.
What legal or government issues do you need to know for your business?
h) FEATURE AND BENEFITS
There will be many features and benefits of doing business with your company.  An example might be: “my jewelry is all hand done by me with the best silver and I will do custom orders for my customers so they get exactly what they want”.
What are all the features and benefits you offer in your business?
[bookmark: _Toc231038350][bookmark: _Toc291664386][bookmark: _Toc291667609][bookmark: _Toc291668706][bookmark: _Toc291668774]Research Information
· http://www.va-interactive.com/.../targetmarket.html -an excellent slide presentation from the Bank of America Resource Centre on Targeting Your Market.
· http://www.va-interactive.com/.../competition.html - an excellent slide presentation from the Bank of America Resource Centre on Analyze Your Competition
· OTHER RESEARCH INFORMATION:


[bookmark: Text52]     
[bookmark: _Toc231038351][bookmark: _Toc291664387][bookmark: _Toc291667610][bookmark: _Toc291668707][bookmark: _Toc291668775]Part Two:  Defining Your Market
[image: 32.gif]Key points of an advertising plan are called the marketing mix or the five P’s of advertising which include:
· Product
· Price
· Place
· Promotion
· People (Customer Service – Part 5)
Many things come into play when you are putting together this mix for your business.  Such things as: legal issues; technology; social or cultural factors; political, financial and competitive factors; and of course, your customer.
Marketing/advertising goals help you focus on the results you want to achieve.
Table 1 gives some examples of advertising goals
	GOAL
	EXAMPLE

	Sales (total sales before expenses or wages are taken off)
	To reach $12,000 in sales in the first 6 months

	Promotion - One Year
	By the end of the first year mail 5,000 brochures describing my business to potential customers

	Growth (sales/money)
	Increase sales during the second 6 months by 10%

	Product or service expansion
	Add two new products in the first nine months

	Place 
	Increase 1 place each month that will carry my products.  OR increase the stock I have by 1% the first year 

	Other
	To set up a home office in the basement in 3 months


Now try Worksheet 2.1 on page 26 to practice setting your marketing and advertising goals!
[bookmark: _Ref230683137][bookmark: _Toc231038352][bookmark: _Toc291664388][bookmark: _Toc291667611][bookmark: _Toc291668708][bookmark: _Toc291668776][image: BS01029_]Worksheet 2.1 – Setting your Marketing /Advertising Goals
The goals you set will be based on your market research done earlier.
	Goal
	Example

	Sales (total sales before expenses are taken off)

	[bookmark: Text53]     

	Promotion – one year


	[bookmark: Text54]     

	Growth (sales/money)


	[bookmark: Text55]     

	Product or service expansion


	[bookmark: Text56]     

	Place


	[bookmark: Text57]     

	Other 


	[bookmark: Text58]     



[bookmark: _Toc231038353][bookmark: _Toc291664389][bookmark: _Toc291667612][bookmark: _Toc291668709][bookmark: _Toc291668777]Product
When developing your product or service, you will need a clear understanding of two things:
1) Total product Idea
2) Product Life Cycle
Total Product Idea is when a product sells well because it meets the needs of the customer.  For example when buying a food processor, the customer is not buying a motor, blades, bowls and other parts.  The customer is buying a tool that will help save time in the kitchen.
In the retail market, the total product includes things like:


· Goods on display
· Atmosphere
· Customer service
· Delivery
· Price
· Quality
· [image: 33.gif]Colour
· Design
· Packaging
· Refunds
· Guarantees

[image: https://msc-technology.wikispaces.com/file/view/product_life_cycle.gif]Product Life Cycle.  People’s needs and wants are always changing.  Products, like people, have a life cycle or length of time customers will buy them.  For example, computers, which were leading edge five years ago, are out of date today.
Every product or service moves through different stages starting at the time it is first made and introduced to the market or customer.

Life cycle of a product
New Product	- Product first appears on market
- Sales low
- If product catches on, may sell fast for a while
- Very few customers
- No profit because sales do not cover cost of production
- Price is high to cover cost of production
- Advertising costs high for new products
Growth		- Price drops
- Sales go up as more customers buy product
- Similar products arrive on scene
- Competition arrives – other business carrying same product
- Profit high as production cost comes down
- Brand name develops
Maturity/age	- Sales reach a peak
- Sales profit start to drop
- Lots of competition
- Advertising becomes expensive
- Prices lower through “sales” or “discounts”
- Customers buy the Brand name product
- Smaller businesses close
- Larger businesses take over or buy smaller businesses
- Product loyalty drops off
- Product goes through a change “New and Improved”
Decline	- Sales drop to lowest level as most customers own the product or it has been replaced with a better, cheaper or more attractive one.
[bookmark: _Toc231038354][bookmark: _Toc291664390][bookmark: _Toc291667613][bookmark: _Toc291668710][bookmark: _Toc291668778][image: BS01029_]Worksheet 2.2 – Total Product and Life Cycles
Where your product sits in its life cycle will tell you how much advertising or marketing you will have to do and how long your product will be around.
1. Write a brief description of your product or service?
[bookmark: Text59]     

2. What stage is your product at in the product life cycle?
[bookmark: Text60]     

3. How many customers know about your product or service?
[bookmark: Text61]     

4. What things make up your Total Product?
[bookmark: Text62]     


[bookmark: _Toc231038355][bookmark: _Toc291664391][bookmark: _Toc291667614][bookmark: _Toc291668711][bookmark: _Toc291668779]Pricing – Unit Cost
[image: 34.gif]Price is the amount of money customers will pay for a product or service.  The price also shows how much the customer needs the product.  Your pricing will depend on your market and the life cycle stage of your product.
The lowest price of a product is the cost price.  The cost price is based on:
1) The unit cost:  the average cost of raw material and labour.  This includes making, delivering and promotion of your product or service.
2) Overhead:  includes expenses such as rent, wages or commissions.
It is not the price of the product that makes the profit; it’s the cost to produce it.
Raw materials are any products that you make into another item by cutting, joining, forming or shaping.  For example a carver’s raw material would be the wood he uses for carving.  One important thing to remember when you are trying to find out the costs of your raw material is to add extra for scrap and waste.
Tools of the Trade.   An example is the tools a carver uses to carve with or the knobs used on a piece of furniture.
Finishes are any products used to finish your product.  They would include things such as stains and lacquers.   
Packaging Materials must also be included in your total material costs.  These include anything used to protect a product while it is being shipped and/or stored.   Complete Worksheet 2.3 – Raw Materials on page 31 to calculate your material costs.
Labour Costs:  To find the cost of labour you must first look at the hourly wage you would pay a worker and the skill needed to do the job.  Secondly, you would look at the amount of time it would take to finish the job.
Once you know the hourly wage and the time, you multiply the two together to get your labour costs.  Complete Worksheet 2.4 – Labour Costs on page 32 to calculate labour costs for your business.
[bookmark: _Ref230694201][bookmark: _Toc231038356][bookmark: _Toc291664392][bookmark: _Toc291667615][bookmark: _Toc291668712][bookmark: _Toc291668780][image: BS01029_]Worksheet 2.3 – Raw Materials Cost
The lowest price of a product is the cost price.  The cost price is the unit cost (Worksheets 2.3 & 2.4) plus overhead (Worksheet 2.5).
Complete the following chart to find the material costs in providing ONE of your product or service.
	Materials used
	Cost per each item

	Raw Materials
[bookmark: Text63]     
[bookmark: Text64]     
[bookmark: Text65]     
[bookmark: Text66]     
[bookmark: Text67]     
	
[bookmark: Text68]     
     
     
     
     

	Tools of the Trade
     
     
     
     
     
	
     
     
     
     
     

	Finishes
     
     
     
     
     
	
     
     
     
     
     

	Packaging
     
     
     
     
     
	
     
     
     
     
     

	Total Material Costs
	[bookmark: Text69]     



[bookmark: _Ref230694605][bookmark: _Toc231038357][bookmark: _Toc291664393][bookmark: _Toc291667616][bookmark: _Toc291668713][bookmark: _Toc291668781][image: BS01029_]Worksheet 2.4 – Labour Costs
The lowest price of a product is the cost price.  The cost price is the unit cost (Worksheets 2.3 & 2.4) plus overhead (Worksheet 2.5).
Complete the following to estimate the labour costs of providing ONE of your product or service.
Step 1:  Estimate the amount of time needed for:
a) [bookmark: Text70]Preparation:        
b) [bookmark: Text71]Doing the job:       
c) [bookmark: Text72]Finishing:       
[bookmark: Text73]Step 2:  Work out the hours;   a + b + c =  total hours       
[bookmark: Text74]Step 3:  What is the hourly wage?       
[bookmark: _Toc231038358][bookmark: Text75]Total hours X Hourly wage = Total labour costs       

Pricing – Overhead
The next thing to think about in pricing is your Overhead Expenses which include Operating Expenses and Marketing Expenses.  These are the expenses it takes to run your business.  
Operating Expenses include all the bills you have to operate your business which can include things like:
· rent
· [image: content8a.gif]car expenses
· hydro
· telephone/cell phone,
·  interest payments
· bank charges
· insurance
· bookkeeping and
· lawyer fees, etc.
Marketing Expenses includes everything it cost you to advertise or promote your business, products and services.  These may include the following:
· [image: content8b.gif]business cards
· brochures
· print advertising
· website development
· signage
· salespeople
·  commercials
· promotional DVD
· radio advertising, etc.
Now use Worksheet 2.5 on page 34 to calculate your overhead costs for your business.
[bookmark: _Ref230753353][bookmark: _Toc231038359][bookmark: _Toc291664394][bookmark: _Toc291667617][bookmark: _Toc291668714][bookmark: _Toc291668782][image: BS01029_]Worksheet 2.5 – Overhead Expenses
Use the following chart to find your overhead costs:
	Operating Expenses
	Note
	Cost per Month

	Rent
	[bookmark: Text76]     
	[bookmark: Text77]     

	Car expenses
	     
	     

	Hydro
	     
	     

	Telephone
	     
	     

	Cell phone
	     
	     

	Interest charges
	     
	     

	Bank charges
	     
	     

	Insurance
	     
	     

	Bookkeeping
	     
	     

	Lawyers fees
	     
	     

	Other
	     
	     

	Marketing Expenses
	     
	     

	Advertising
	     
	     

	Promotion
	     
	     

	Business Cards
	     
	     

	Brochures
	     
	     

	Other
	     
	     

	Total Overhead Expenses
	     
	     


[bookmark: Text78]Next think about the total number of hours you will work in a month       
[bookmark: Text79]To find your overhead cost per hour take your overhead total cost per month and divide it by the number of hours you will work in a month.  This equals your overhead cost per hour.         
[bookmark: _Toc231038360][bookmark: _Toc291664395][bookmark: _Toc291667618][bookmark: _Toc291668715][bookmark: _Toc291668783]Pricing – Lowest Selling Price
[image: content9.gif]Putting It All Together – The last step in finding your lowest selling price is to put the material, labour and overhead costs all together and then allow for a bit of profit.  The total cost is done by adding your material, labour and overhead costs together then times (X) it by your profit or %.   The answer is the cost or selling price of your product or service.
[bookmark: _Toc231038361][bookmark: _Toc291664396][bookmark: _Toc291667619][bookmark: _Toc291668716][bookmark: _Toc291668784]Gross Profit Margin & Mark-up
We will use the following sample numbers to show GROSS PROFIT MARGIN and MARK-UP.
a) Item selling price:      $1.50
b) Item cost:                 -  $1.00
c) Gross Profit (a – b)     $ .50
To demonstrate Gross Profit Margin, we will say we only sold one item.
Gross Profit Margin (GPM) =  Total Gross Profit  =  $ .50  =  .33  =  33%
Total Sales              $1.50
For every $1 of sales, the business makes 33 cents of Gross Profit.
Mark-Up = Item Selling Price – Item Cost  =  $1.50 - $1.00 =  50%
Item Cost                                 $1.00
**** Therefore, it requires a 50% mark-up to produce a 33% gross profit margin.
Now complete Worksheet 2.6 on page 36 to determine your lowest selling price.
[bookmark: _Ref230773846][bookmark: _Toc231038362][bookmark: _Toc291664397][bookmark: _Toc291667620][bookmark: _Toc291668717][bookmark: _Toc291668785][image: BS01029_]Worksheet 2.6 – Your Lowest Selling Price

Complete the following steps to find your lowest selling price.
[bookmark: Text80]Step 1:  Write your material costs from Worksheet 2.3 	     
[bookmark: Text81]Step 2:  Write your labour costs from Worksheet 2.4 	     
[bookmark: Text82]Step 3:  Write your overhead cost per hour from Worksheet 2.5      
[bookmark: Text83]Total all your costs  (1 plus 2 plus 3) = cost per item or product 	     
[bookmark: Text84]Step 4:  Find your profit using percentages (%)   Take your total and multiply it by your profit % to equal how much profit you want to make.      
[bookmark: Text85]Step 5:  Take your total cost plus your profit = you lowest selliing price.     
Example:  I want to make 50% profit.  
Step 1:  Write your material costs from Worksheet 2.3 :			$10.00 	
Step 2:  Write your labour costs from Worksheet 2.4: 			$20.00	
Step 3:  Write your overhead cost per hour from Worksheet 2.5: 	$10.00	
Total all your costs  (1 plus 2 plus 3) = cost per item or product:		$40.00	
Step 4:  My profit percentage is 50%.  Take your total ($40.00) and multiply it by your profit % (50%) to equal how much profit you want to make:. $20.00 profit	
Step 5:  Take your total cost ($40.00) plus your profit ($20.00) = you lowest selliing price:											$60.00	
Therefore the LEAST I can my product or service for is $60.00 to ensure I make a profit of 50%.
[bookmark: _Toc231038363][bookmark: _Toc291664398][bookmark: _Toc291667621][bookmark: _Toc291668718][bookmark: _Toc291668786]Worksheet 2.7: Setting YOUR Pricing Policy
There are many ways to decide on a pricing policy.  The most common mistake is setting a selling price that is too low.  This mistake happens because when you fail to see all the costs relating to the product, or by trying to undercut the competition.
Based on Worksheet 2.6 – Lowest Selling Price, what is the lowest price you can sell your product/service for to get the profit level you would like?____________
Use fhe following table to display your competitors price for similar products/services, and highlight the key differences compared to your product (if any).
	Competitor Name
	Price
	Key Difference

	[bookmark: Text86]     
	[bookmark: Text87]     
	[bookmark: Text88]     

	     
	     
	     

	     
	     
	     

	     
	     
	     

	     
	     
	     


Compared to your competitors,iIs your price still realistic for the product or service that you are offering?  If not, then you will have to determine if you can accept a smaller profit margin.
[bookmark: _Toc231038364][bookmark: _Toc291664399][bookmark: _Toc291667622][bookmark: _Toc291668719][bookmark: _Toc291668787][image: content14a.gif]Promotion
The four key areas in promotion are:
· Market
· Message
· Method
· Money
This is called the 4 M approach.
Market
The customer that will buy from you is your market.  Earlier in this workbook you did market research to find out who your customers would be.
Message
The better you know your customer, the easier it will be to send them the right message.  Each of your customers will be looking at how your product or service will benefit them.  “What’s in it for me?”  You need to tell your customers why your product or service is the right one for them.  There are two forms of advertising.  
[image: content15b.gif][image: content15c.gif]Business advertising – tells about your business including the business name, location, your reputation, your service and the quality of your product.  This form of advertising is very important for a new business and includes such things as newspaper articles on the business or owner and grand opening announcements.
Promotional advertising – is used to make sales by bringing in customers.  You would use this kind of advertising if you were having a sale or advertising a new product.  
Types or Methods of  Advertising include:
· Print Media includes newspapers, magaziines, programs, telephone books and business directories
· Broadcast Media includes radio and television through local cable stations or community interest stories.
· Business Cards are your “calling cards”.  They can be left as a reminder of your business.  Business cards should include your name and title, business name, slogan, logo, address, and phone number(s).
· Outdoor Posters and Billboards include bus stop benches, billboards, ads in buses or taxicabs and lawn signs
· Direct Mail includes flyers and letters in the mail. People often see this form of advertising as “Junk Mail”
· Point-of-Sale advertising would be a sign in a window or a special display at the sales desk or checkout.  This is used mainly for impulse selling.
· Premium advertising is when you give something away like a pen or key ring with your business name, address and logo on it.
· Promotion Advertising includes such things as discount coupons, contests, prizes or lower prices for bigger purchases.
· Word of Mouth Advertising has the lowest cost and can be the best form of advertising for a new business.  This form of advertising also has a lot of risk.  Things are great when your customers are happy but it can ruin your business for your customers are unhappy with your business.
[image: content17a.gif]                    [image: content17b.gif]                       [image: content19a.gif]
[bookmark: _Toc231038365][bookmark: _Toc291664400][bookmark: _Toc291667623][bookmark: _Toc291668720][bookmark: _Toc291668788][image: BS01029_] Worksheet 2.8 – Advertising Your Business
Which menthods of advertising would be right for your business ?
	Method 
	Yes
	Maybe
	No

	Print
	[bookmark: Check7]|_|
	[bookmark: Check8]|_|
	[bookmark: Check9]|_|

	Broadcast
	|_|
	|_|
	|_|

	Business Cards
	|_|
	|_|
	|_|

	Outdoor Posters and Billboards
	|_|
	|_|
	|_|

	Direct Mail
	|_|
	|_|
	|_|

	Point-of-Sale
	|_|
	|_|
	|_|

	Premiums
	|_|
	|_|
	|_|

	Promotion
	|_|
	|_|
	|_|

	Word of Mouth
	|_|
	|_|
	|_|

	Letters
	|_|
	|_|
	|_|

	Other
	|_|
	|_|
	|_|


[image: content18a.gif]
[bookmark: _Toc231038366][bookmark: _Toc291664401][bookmark: _Toc291667624][bookmark: _Toc291668721][bookmark: _Toc291668789]Promotion – The Final M
[image: content21.gif]Money 
The final step in your advertising is to find out how much money it will cost.  Advertising is one of the most important steps in running your business.  It is wise to plan for this expense and put it in our start-up expenses (which we will look at later).  Sometimes with a new business we can get free advertising in local newspapers, in the form of community stories.
Another thing to think about is the size of your advertising and the number of times you will be using the different methods of advertising.
Using  an Advertising Planner will help.
Example:
	
	Jan
	Feb
	Mar
	Apr
	May

	Market

	[bookmark: Check10]|_|
	[bookmark: Check11]|_|
	[bookmark: Check12]|_|
	[bookmark: Check13]|_|
	[bookmark: Check14]|_|

	Message

	|_|
	|_|
	|_|
	|_|
	|_|

	Method

	|_|
	|_|
	|_|
	|_|
	|_|

	Money

	|_|
	|_|
	|_|
	|_|
	|_|


[bookmark: _Toc231038367][bookmark: _Toc291664402][bookmark: _Toc291667625][bookmark: _Toc291668722][bookmark: _Toc291668790]Research Information
Pricing
· http://www.cbsc.org/.../display.cfm  - Setting the Right Price article from the Canada Business Service Centre
· http://www.cbsc.org/.../display.cfm  - Profit Pricing for the Costing of a Service from the Canada Business Service Centre
· http://www.cbsc.org/.../display.cfm  - Profit Pricing for a Manufacturer from the Canada Business Service Centre

Promotion
· http://www.the-cma.org/  - Canadian Direct Marketing Association website
· http://www.cbsc.org/.../promo.cfm  - Business Promotion Idea List from the Canada Business Service Centre
· http://www.sba.gov/.../100ideas.html  - 100 Marketing Ideas from the USA – Small Business Administration website
[bookmark: _Toc231038368][bookmark: _Toc291664403][bookmark: _Toc291667626][bookmark: _Toc291668723][bookmark: _Toc291668791]Part Three:  Legal Issues
[image: intro.jpg]What kind of business should you be:  A sole proprietorship, partnership, corporation or cooperative?  What does each of these mean?  Where do I register my business or do I even need to?  These are some of the questions you will be facing as your business begins to take shape.
[bookmark: _Toc231038369][bookmark: _Toc291664404][bookmark: _Toc291667627][bookmark: _Toc291668724][bookmark: _Toc291668792]Types of Business Structures
There are several legal forms of business for you to choose from.  Carefully find out which one is best for you at the start will save you time money later.
[image: 41.gif] Sole Proprietorship – is when one person owns and operates a business.   The business name is usually registered with the Provincial Government.  This is the simplest and the cheapest for of business.  As sole proprietor, you are responsible for all business debts and must claim expenses and all money on your personal income tax.  Your business income may be tax exempt if the business takes place on First Nations land.
Partnership – is an agreement between two or more people to put together their skills and resources (usually money) to form a business.  The best thing for everyone is to seek legal advice to draw up an agreement describing each person’s rights and responsibilities.  Each partner is responsible for all the debts of the business.  Again, if the business is operated on First Nations land, then the income or profit may be tax exempt.  If you have a limited partnership then those partners are only responsible for the money they gave the business and cannot help run the business.
[image: content3.gif] A Corporation – is a business registered either with the Provincial government (B.C.) or the Federal government (Canada). It can have many owners who have limited responsibility for the debt.  Because different rules apply to corporations, they are not tax exempt, even if they are owned or operated by First Nations people. 
A Cooperative – is a business owned by a group of people seeking to meet a common need.  For example artists, loggers, or farmers.  They each will work together to sell the products or services they have made.  A cooperative may be registered with the Provincial government (B.C.) or the Federal government (Canada).   Everyone chips-in and is responsible for all the debts and profits equal to the amount of money they gave to start the business.
[bookmark: _Toc231038370][bookmark: _Toc291664405][bookmark: _Toc291667628][bookmark: _Toc291668725][bookmark: _Toc291668793]Choosing Your Business Structure
If there is only one owner your can choose between a sole proprietorship or a corporation.  If there is more than one owner, the choice is between a partnership or a corporation.
1) Responsibility
Corporations are the only businesses that protect the owners property.  If you want to protect everything you have in case of money failure or law suits, then a corporation may be your only choice.  
2) Running or management of the business
Corporations must have separate tax returns filed each year, a company has by-laws and regular meetings with minutes.  Operating as a sole proprietor is the easiest type of business.  One person making all the decisions.
3) Income Tax 
[image: 43.gif]Corporations must file their own tax returns.  Any profit or money the owners of the corporation get is filed with their personal tax forms.  With sole proprietorships and partnerships the business tax form is filed at the same time as the owner(s) file their personal taxes.  When it comes to filing taxes for your business you should get the help of a bookkeeper or an accountant.
4) Registering Your Business Name
No matter what kind of business type you choose (sole proprietorship, partnership, corporation or cooperative) you should register the name of your business with the Registrar of Companies office.  The companies office will do a name search first which cost about $40.00 for B.C.  A name search will tell you if you can use that business name or is someone else using it.  The Companies office will hold that name for you for 90 days.  Before the 90 days are up you should register your business name ($45 fee).  If you chose a partnership the cost to register it should be less than $100 but having a legal agreement for all your partners will cost $250.00 or more.  If you are registering a corporation it will cost around $1,000.00 which includes any legal fees.  Each year that you are in business you will need to pay the Companies office a fee (about $45.00) to keep you business name active.  If you do not keep this up, after five years your business name will no longer live and your business is not legal.
5) Business Number
You will need a Business Number from Canada Revenue Agency:
· To file your yearly tax return if you are a corporation
· If you are importing or exporting products to and from Canada
· If you have employees, you will need to send in your employee / employer deductions such as Tas, CPP and EI.
· To collect and send in GST (if this applies to your business)
[image: content11.gif]6)  Getting Money
It is easier for corporations to borrow money or find people to invest in their business.  With a cooperative or partnership business, all of the people involved can provide or get money to invest in the business.  With a sole proprietorship, there is only one owner and everything they have is part of the business.  Therefore, if you have a bad credit rating or no credit, it is very difficult to find the money for your business and to keep it going.  Find out NOW what your credit rating is and deal with past issues.
7) Trust
As a corporation it is easier to deal with banks, suppliers and customers because you give the impression that you are more stable.  For example when you use Ltd. or Inc. in your business name it looks and sounds more business like.  As a sole proprietor or partnership, you cannot use these words, so look less business like or risky.  More sole proprietorships and partnership businesses close each year than corporations. 
[bookmark: _Toc231038371][bookmark: _Toc291664406][bookmark: _Toc291667629][bookmark: _Toc291668726][bookmark: _Toc291668794][image: BS01029_]Worksheet 3.1 – Choosing Your Best Business Type
These questions may help you to decide what type of business is the best for you.
1. [bookmark: Check15][bookmark: Check16]I want the simplest way to register my businesses.		 |_|  Yes   |_|  No
2. I want the easiest way to run my business.			|_|  Yes   |_|  No
3. I want complete control of my business.			|_|  Yes   |_|  No
4. I want to spend less than $100 to register my business.	|_|  Yes   |_|  No
5. Using the words “Inc.” or “Ltd.” in my business name is not important to me.									|_|  Yes   |_|  No
6. I want to protect my personal stuff.				|_|  Yes   |_|  No
7. I want to be able to get more money for my business in the future. 
|_|  Yes   |_|  No
8. My customers need to see my business as a stable one.   |_|  Yes   |_|  No
9. The products or things I do at my business might harm customers. 
|_|  Yes   |_|  No
10.  I am able to pay lawyers and bookkeepers to help me with my business.
|_|  Yes   |_|  No
Add up the “Yes” answers in questions 1 to 5.  Then add up the “Yes” answers in questions 6 to 10.  Which part has the most “Yes” answers.  If it is questions 1 to 5 then sole proprietorship or partnership may be best for your business.  If there are more “Yes” answeres in questions 6 to 10, then a corporation is better.  If the totals are equal, then you should talk with your Business Service or Development Officer before choosing.
[bookmark: _Toc231038372][bookmark: _Toc291664407][bookmark: _Toc291667630][bookmark: _Toc291668727][bookmark: _Toc291668795]Naming Your Business
[image: trademark.gif]It is important to take some time before choosing a name for your business.  The name could be with you for a long time and should mean something to your customers and not just to you or your family.
Three things to think about when you are looking for a business name is:
· Is it unique?
· Does it tell what you do or what you sell?
· Is it legal?  Is it close to another business name or trademark?
A business name should be different from any other business.  Using the Yellow Pages is a good place to start and public libraries have out-of-town Yellow Pages, which might give you more ideas.
Does your business name tell others what you sell, your location, or what customers might be buying?  For example if I want to start a sewing business, using the word “sewing” in the name would tell customers what I do. 
Think about how your name would sound over the phone.  How it will look on your business cards or letterhead and advertising material?
Any name, other than your own name, must be registered by law.  You will also need your name registration form to open a bank account in the name of the business.
[image: content15a.gif]


[bookmark: _Toc231038373][bookmark: _Toc291664408][bookmark: _Toc291667631][bookmark: _Toc291668728][bookmark: _Toc291668796]Worksheet 3.2 – Finding A Business Name
Page 1 of 2
To have a list of words that have meaning to your customers and could be part of your business name, write about 10 words as answers to each of these questions.
1) [bookmark: Text89]Describe your customers?        
2) [bookmark: Text90]What are the products or services you are selling?        
3) [bookmark: Text91]Where will your customers buy your products or services?        
4) [bookmark: Text92]Why will your customers buy your products or services form you?        
5) [bookmark: Text93]How will your customers buy your products or services?        
Finding A Business Name
Page 2 of 2

6) Using some of the words above, write 10 names for your business.
1. [bookmark: Text94]     
2. [bookmark: Text95]     
3. [bookmark: Text96]     
4. [bookmark: Text97]     
5. [bookmark: Text98]     
6. [bookmark: Text99]     
7. [bookmark: Text100]     
8. [bookmark: Text101]     
9. [bookmark: Text102]     
10. [bookmark: Text103]     
7) Now take these 10 names and research them through your computer, Yellow Pages, libraries friends, family or your business development office.
[bookmark: Text104]The best names for my business are:        
[bookmark: _Toc231038374][bookmark: _Toc291664409][bookmark: _Toc291667632][bookmark: _Toc291668729][bookmark: _Toc291668797]Small Business Rules and Regulations
[image: 46.gif]
Rules and regulations are always changing.  It is important to always check the rules and regulations in your area often.
There are a number of rules and regulations that apply to all businesses.  These rules and regulations are put in place by:
· Municipalities ( city) and Regional governments
· Provincial government  (the province your business is in)
· Federal government ( the government of Canada)
Here is a list to help you understand where to go for the rules and regulations that affect your business:
Municipal, Regional and Band Councils
· Building Inspection
· Business Licenses
· Fire Inspection
· Occupancy permits
· Plumbing Inspections
· Health Inspection for food businesses
· Sign permits
· By-laws
· Zoning
· On-reserve
Provincial
· Accommodation & Tourism
· Corporation Taxes
· Employment Standards
· Liquor Licenses
· Health & Safety
· Sole Proprietorships and Partnerships
· Retail Sales Tax (PST) and Vendor Permits
· Trade Certifications (like electricians or carpenters)
· Transport & Delivery Licenses
· Worker’s Compensation
[image: content25.gif]
Federal
· Goods and Services Tax (GST)
· Corporation tax
· Employee deductions
· Indian Act for First Nations
· Trade Marks, Designs and Copyrights
Most larger communities have Municipal or City Halls, Regional District offices, and Government Agents or Federal offices.  It is a good idea to list any of the rules or regulations that might relate to your business and then go and check them out before you start your business – because if you don’t you could be fined or charged later.
[bookmark: _Toc231038375][bookmark: _Toc291664410][bookmark: _Toc291667633][bookmark: _Toc291668730][bookmark: _Toc291668798][image: BS01029_]Worksheet 3.3 – Rules and Regulations
Use this chart to help you list any rules and regulations that might apply to your business and where you will go for information or licenses.

	Regulation/License
	Department/Address/Phone Number and Contact
	Costs
	Date to Start
	Date You Got It

	
[bookmark: Text105]     
	[bookmark: Text106]     
	[bookmark: Text107]     
	[bookmark: Text108]     
	[bookmark: Text109]     

	
     
	     
	     
	     
	     

	
     
	     
	     
	     
	     

	
     
	     
	     
	     
	     

	
     
	     
	     
	     
	     

	
     
	     
	     
	     
	     

	
     
	     
	     
	     
	     

	
     
	     
	     
	     
	     

	
     
	     
	     
	     
	     

	
     
	     
	     
	     
	     

	
     
	     
	     
	     
	     

	
     
	     
	     
	     
	     

	
     
	     
	     
	     
	     




[bookmark: _Toc231038376][bookmark: _Toc291664411][bookmark: _Toc291667634][bookmark: _Toc291668731][bookmark: _Toc291668799]Business Insurance
[image: content29a.gif]Getting the right insurance for your business at a fair price is not easy.  Each business and business owner will have special situations that affect the kind of policy you need and the cost or premiums paid.  Meet with several insurance companies before making a final decision.  General insurance protects such things as equipment, stock, buildings, third party liability, fire, vandalism, product loss, and theft.  If you are running a home-based business, you need to check your house insurance to make sure your business things are covered.
Owner/Employee Benefits Insurance
Benefits insurance helps cover the costs of medical, drug, dental, vision expenses and loss of income due to a disability or death.  As a self-employed person it is difficult to afford this kind of insurance for yourself or your employees.  It may be easier to be part of a group plan with other small businesses and you can get information and the group plans from your local Chamber of Commerce or other business associations.
[image: content29b.gif]
[bookmark: _Toc231038377][bookmark: _Toc291664412][bookmark: _Toc291667635][bookmark: _Toc291668732][bookmark: _Toc291668800][image: BS01029_]Worksheet 3.4 – Insurance Needs
You cannot insure your business against failure, but you can protect yourself and your business against big, money losses.  Take a look at the following chart and fill in the first two columns.
	Risk – to you or Others
	Will it Happen?  Yes, Maybe or No
	Loss – Will it be:  All, half, or a little?
	Type of Insurance
	Cost of Insurance

	Theft
	[bookmark: Dropdown2]
	[bookmark: Dropdown3]
	[bookmark: Text110]     
	[bookmark: Text121]     

	Death
	
	
	[bookmark: Text111]     
	     

	Disability
	
	
	[bookmark: Text112]     
	     

	Fire
	
	
	[bookmark: Text113]     
	     

	Flood
	
	
	[bookmark: Text114]     
	     

	Property Damage
	
	
	[bookmark: Text115]     
	     

	Damage to Equipment
	
	
	[bookmark: Text116]     
	     

	Damage to Vehicles
	
	
	[bookmark: Text117]     
	     

	Benefits/Medical
	
	
	[bookmark: Text118]     
	     

	Death to key business person
	
	
	[bookmark: Text119]     
	     

	Other
	
	
	[bookmark: Text120]     
	     


After filling out the first two columns, you can take this list with you when you go to talk with Insurance companies.  Talk to several companies and fill out the last two columns before making any Insurance decisions
[bookmark: _Toc231038378][bookmark: _Toc291664413][bookmark: _Toc291667636][bookmark: _Toc291668733][bookmark: _Toc291668801]Research Information
Business Structure
· http://www.cbsc.org/.../busforms.cfm Information on Proprietorships, Partnerships and Incorporations for each province from the Canada Business Service Centre website
· http://www.lawdepot.com/.../ca-partnership_a  - A website that helps you develop your own partnership
· http://www.coopcca.com/aboutcca/ - The Canadian Cooperative Association website
· http://www.cbsc.org/.../coop.cfm#coop – Information on Cooperatives from the Canada Business Service Centre website
Business Names
· http://www.bsa.cbsc.org/.../su04914.html  - How to search a business name in each province
· http://strategis.gc.ca/.../cs01191e.html - Information on selecting and registering business names
Taxes
· http://www.cra-arc.gc.ca/menu-e.html  - Canada Revenue Agency official website
· http://www.cra-arc.gc.ca/.../menu-ehtml  - Information on the Canada Revenue Agency – Business Number
Legal Issues
· http://www.cbsc.org/.../display.cfm - Legal Issues When Starting a Business in Canada from the Canada Business Service Centre website
· http://www.legalline.ca/al.html - Free information on legal issues courtesy of Legal Line
[bookmark: _Toc231038379][bookmark: _Toc291664414][bookmark: _Toc291667637][bookmark: _Toc291668734][bookmark: _Toc291668802]Part Four – Business Locations
[image: content18b.gif]Most self-employed business owners or sole proprietors work from their homes or in a home-based business.  Look at the following nine things that a business owner should think about before choosing a location for their business.
1) Is the location easy to get to by customers and suppliers?
2) What are your needs – Loading docks, parking, garbage pick-up, etc.?
3) How much space do you need NOW and five years down the road?
4) How much space can you afford?  Do you know all the costs for the location like heat, hydro, water, municipal business licenses and taxes, property taxes etc.?
5) Are there any repairs that have to be done and what will the cost you?
6) Do you need zoning approval for your type of business?
7) Does the image of the area match your kind of business?  For example you would not want to put a metal shop in a downtown area.
8) Is the area changing?  Is it getting better or worse?
9) Is a lease available for the time you need the space? 

[image: 51.gif]Some reasons to think about starting a business in your home:
· Low start-up costs
· Easy to get and cheaper computer equipment
· Some tax breaks
· Easier zoning by-laws
· Less travel time
· More control and freedom
Other Locations to Think About
The following are some location options for most businesses:
· Business centres:  Business centres have several businesses together under one roof and share many services like a waiting area, secretary services, equipment like photocopiers, and meeting space.  This kind of location would be better for officees and most service businesses.
· Identity offices:  These are offered by business centres for a small fee.  Some services can be provided like phone answering and the use of meeting rooms.  This offers a professional address and image, without your business actually being there.  For example if you do artwork at home, it may be easier to have an identity office take your business calls so you can work without interuptions.
· Shopping malls:  Shopping malls will give you access to a large number of people.  They also attract customers from a larger area.
· owntown areas: are a little cheaper to rent or own and are good locations for restaurants, entertainment or tourists stops.
· Plazas or strip malls: are also cheaper to rent than malls and are located in neighbourhoods.  These locations are good for beauty salons, video rentals, corner stores, flower shops etc.
· Industrial malls:  are for businesses that use warehouse or storage space.  They are located near heavy traffic roads, airports, railways or waterways.  Many manufactures or industries are here.
[image: 38.gif]

[bookmark: _Toc231038380][bookmark: _Toc291664415][bookmark: _Toc291667638][bookmark: _Toc291668735][bookmark: _Toc291668803][image: BS01029_]Worksheet 4.1 – Business Location
To help you find the right location for your business, answer the following questions:
1. Is the location easy to get to by customers and suppliers?
[bookmark: Text122]     


2. What are your needs – loading docks, parking, garbage pick-up, etc.?
[bookmark: Text123]     


3. How much space do you need NOW and in five years?
[bookmark: Text124]     


4. How much space can you afford?
[bookmark: Text125]     

5. Do you need zoning approval for your type of business?
[bookmark: Text126]     

6. Does the look of the area match your kind of business?
[bookmark: Text127]     


7. Is a lease available for the time you need the space?
[bookmark: Text128]     






[bookmark: _Toc231038381][bookmark: _Toc291664416][bookmark: _Toc291667639][bookmark: _Toc291668736][bookmark: _Toc291668804]Research Information
http://www.cse.gov.bc.ca/.../hbb2000.pdf - an excellent Handbook sor Starting a Home Based Business courtesy of the Canada/BC Business Service Centre

http://www.inc.com/.../14599.html - Article on locating your business from the Inc.com website



















[bookmark: _Toc231038382][bookmark: _Toc291664417][bookmark: _Toc291667640][bookmark: _Toc291668737][bookmark: _Toc291668805]Part Five – Sales & Service
[image: intro.gif]Success in business needs a solid understanding of your customer’s needs and values.  

Starting a business and staying in business today means you must provide excellent Customer Service.  You need to know what “quality” means to your customer and how to deliver it.

Sales Performance

Some of the skills you need to be a good salesperson are:
· Positive attitude
· Nice personality
· Complete knowledge about your products or services
· Social skills so you can “look for” and “talk to” anyone
· Be able to uncover your customers’ needs
· Presentation (appearance) skills
· Be able to handle objections (the “no’s”)
· Making the sale
· Time management skills
· Health and stress management (Looking after yourself)
· Business image
· Always focus on customers
[image: content1.gif]




   
[bookmark: _Toc231038383][bookmark: _Toc291664418][bookmark: _Toc291667641][bookmark: _Toc291668738][bookmark: _Toc291668806]Basic Selling Process
Selling a product or service takes four steps:
· Spotting customer needs
· Give Information and ask questions
· Build contacts	
· Making the Sale

When customers want something they say things like:
· “I’m looking for ……”
· “I really need to ……”
· “What I’d like is……”
· “What we’re interested in is….”
· “I want to….”
· “I wish I could…..”
[image: content2.gif]Finding customers with a need for your products or service is what you always do in selling or promoting your business.

Places to find your customers include:
· From your Market Research in Part One
· Telephone surveys and Door Knocking
· Friends, neighbours and family – talking
· Referrals
· Home shows and fairs
· Talking with other businesses
· Flyers, advertising
· Follow-up with past customers/friends
· Social groups such as Church or clubs
· Watching things around you
· “Just Lookers”


[bookmark: _Toc231038384][bookmark: _Toc291664419][bookmark: _Toc291667642][bookmark: _Toc291668739][bookmark: _Toc291668807][image: BS01029_]Worksheet 5.1 – Sales
Write down 15 possible places you would find customers who will buy your products or services?

[bookmark: Text129]1.       
[bookmark: Text143]2.       
[bookmark: Text142]3.       
[bookmark: Text141]4.       
[bookmark: Text140]5.       
[bookmark: Text139]6.       
[bookmark: Text138]7.       
[bookmark: Text137]8.       
[bookmark: Text136]9.       
[bookmark: Text135]10.       
[bookmark: Text134]11.       
[bookmark: Text133]12.       
[bookmark: Text132]13.       
[bookmark: Text131]14.       
[bookmark: Text130]15.       
[bookmark: _Toc231038385][bookmark: _Toc291664420][bookmark: _Toc291667643][bookmark: _Toc291668740][bookmark: _Toc291668808]Presenting (telling) and Probing (asking)

[image: content4.gif]Every sale involves some form of presentation.  When we sell a product, we talk to potential customers – at home or in the community, in person or on the phone.
Presenting (telling) - Preparing your Presentation
There are four steps to getting ready to sell your product.  They are: Product information; Know your business;  Know your market and competition; and Know the value of your product.

1) Product Knowledge
· Use the product yourself
· Watch it in action
· Use it with a customer
· Avoid surprises – you must know more about your product than your customers or your competition
2) Know your Business
This may sound funny because it is your business but take the time to learn everything you can about being in business.
3) Know your Market and Competition
· Read magazines and publications 
· Know everything you can about your delivery people and suppliers
· Visit your competition
· Attend workshops
4) Know the Value of your Product or Service
You must believe in your products’ value in order to explain its benefits to the customer.

[bookmark: _Toc231038386][bookmark: _Toc291664421][bookmark: _Toc291667644][bookmark: _Toc291668741][bookmark: _Toc291668809][image: BS01029_]Worksheet 5.2 – Product and Service Benefits


Customers are interested in the benefits of a product or service not its features.  Complete the following chart for your products or services.  It will help you to explain the benefits you have to offer potential customers.


	Product/Service Feature
	Benefits of Feature

	[bookmark: Text144]     

	[bookmark: Text154]     

	[bookmark: Text145]     

	[bookmark: Text156]     

	[bookmark: Text146]     

	[bookmark: Text155]     

	[bookmark: Text147]     

	[bookmark: Text157]     

	[bookmark: Text148]     

	[bookmark: Text158]     

	[bookmark: Text149]     

	[bookmark: Text159]     

	[bookmark: Text150]     

	[bookmark: Text160]     

	[bookmark: Text151]     

	[bookmark: Text161]     

	[bookmark: Text152]     

	[bookmark: Text162]     

	[bookmark: Text153]     

	[bookmark: Text163]     







[image: 6.4.gif] Probing (asking)

When selling something (sales presentation) you will hit some rough spots along the way.  When this happens, asking the customer questions will keep them interested and give them a positive feeling about the sale or business.


Probing  or asking is using questions that start with:
· “Are you interested in….”
· “Which would you prefer….. or …..”
· “Are you worried about……”
· “Have you ever considered….”

Types of Sales Questions
1) Open-ended questions begin with what, when, where, why, who and how?  These kinds of questions encourage the customer to talk more and can provide more information.
2) Closed questions are any questions your customer can answer with a “yes” or “no” answer.
3) Feeling questions ask the customer how they feel about a product or what they think about something.
4) Closing questions are ending questions like “Is this what you had in mind?” or “Is this what you were looking for?”

Building Contacts

Once you know your customers needs, it is important to point out the benefits of the products you sell and how they meet their needs.  Another way  to show customers you understand their needs is by agreeing with them – this shows you are listening to them.  Statements like: “I understand….” or “you are right” help to create a positive relationship.


[bookmark: _Toc231038387][bookmark: _Toc291664422][bookmark: _Toc291667645][bookmark: _Toc291668742][bookmark: _Toc291668810]Objections

[image: content12a.gif]Another thing that might happen during a sales presentation is objections – questions or concerns raised by the potential customer about your product or service.

Objections are a good thing when making a sale because you would have no way of knowing if your customer is interested or what they think.  Objections provide time for you to clear up any concerns a customer might have.


The key to handling objections successfully is being prepared.  The other key to handling objections is learning to see “real” buying objections from smoke screens.  Active listening, experience and probing (questions) are ways of getting to the “real” buying objections.

· Objections show an interest.  Do not be discouraged

· Always hear an objection out.  Do not cut a customer off and try to understand what they are objecting to

· When you answer an objection, try to end or make the sale

· Show you know and like your products

· Don’t put any competition down

· Approach objections as if you were going to solve a problem

· Objections show a fear of making a worng choice


Common Objections
There are three buying objection when dealing with potential customers.

Not Interested:  this is one of the most common responses to door-to-door sales and phone sales.  Not interested is not a valid objection unless the person does not have a need or want for the product.  If you have done your Market Research, you all ready know the customer has a use for what it is that your are selling.  Try answering a “not interested” with a probe or question  like “when would be a better time to get back to you”.  

[image: content13a.gif]

Price:  When people object to a price they say things like they don’t have any money right now; it’s not in the budget, or the price is too high.  One way to deal with kind of objection is to offer a payment plan (if your business has one) or suggest using credit.  Another approach might be to show the customer the cost vs the benefits of making the purchase now.

Other Store:  Another common objection is that they buy from another store or place.  This may be true, but by asking them questions about the service they receive, the quality or the price of the product at the “other place”, you get more information.
[bookmark: _Toc231038388][bookmark: _Toc291664423][bookmark: _Toc291667646][bookmark: _Toc291668743][bookmark: _Toc291668811][image: BS01029_]Worksheet 5.3 – Dealing with Objections

Complete the following worksheet for your product or service.  (Based on type of business, other objections may arise.  Add any other objections in spaces provided – example “poor service”, etc).


	Objection
	Reason for Objection
	Your Answer

	
Not Interested

	
[bookmark: Text164]     
	
[bookmark: Text184]     

	
Price

	
[bookmark: Text165]     
	
[bookmark: Text177]     

	
Other store or place

	
[bookmark: Text166]     
	
[bookmark: Text178]     

	
[bookmark: Text172]     

	
[bookmark: Text167]     
	
[bookmark: Text179]     

	
[bookmark: Text173]     

	
[bookmark: Text168]     
	
[bookmark: Text180]     

	
[bookmark: Text174]     

	
[bookmark: Text169]     
	
[bookmark: Text181]     

	
[bookmark: Text175]     

	
[bookmark: Text170]     
	
[bookmark: Text182]     

	
[bookmark: Text176]     

	
[bookmark: Text171]     
	
[bookmark: Text183]     




[bookmark: _Toc231038389][bookmark: _Toc291664424][bookmark: _Toc291667647][bookmark: _Toc291668744][bookmark: _Toc291668812]Completing or Making the Sale

The Friendship Factor is key to your business success.  Take good care of our customers.  Treat them as friends.  Low pressure selling keeps the focus on the customers’ needs and wants and not on your product.

Always keep the needs of your customer in mind.
· Acceptance – smile
· Approval – praise
· Appreciation – build the trust bond
· Admiration – honesty
· Agreement – never argue


[image: content16b.gif] The most powerful way to build trust is to LISTEN.   Why?
· Listening builds self-esteem
· Listening lowers objections
· Listening shows you care



Customers buy from a business for many reasons.  The three main ones are:

· To pay people back for something they have done for us

· Know of someone else you bought from you and are happy

· Happy customers tell others




[bookmark: _Toc231038390][bookmark: _Toc291664425][bookmark: _Toc291667648][bookmark: _Toc291668745][bookmark: _Toc291668813]Measuring Success

[image: content21a.gif] How do you measure success?

1) Get the basics down pat – know your product and market
2) Hire good people, train them and keep them
3) Show you care
4) Know your customers
5) Always try to do better



Remember:  It takes more effort to find new customers than it does to keep the ones you already have.


[bookmark: _Toc231038391][bookmark: _Toc291664426][bookmark: _Toc291667649][bookmark: _Toc291668746][bookmark: _Toc291668814]Research Information

Sales

http://www.inc.com/guides/sales - sales and customer communication tips through articles

Customer Service

http://www.zeromillion.com/.../customer-service.html - Zeromillion - takes a look at customer service & sales





[bookmark: _Toc231038392][bookmark: _Toc291664427][bookmark: _Toc291667650][bookmark: _Toc291668747][bookmark: _Toc291668815][image: BS01029_]  Worksheet 5.4 – Operating Plan
Page 1 of 2
Describe how your product or service will be made or  delivered – be descriptive!
[bookmark: Text185]     

What problems could occur in the production process? 
[bookmark: Text186]     

How will you deal with them?
     

Which industry organizations are or will you be a member?       

[bookmark: Text187]What steps have or will you be taking to comply with the laws and regulations that apply to your industry?       

[bookmark: Text188]Describe any special requirements your business has, such as water or power needs, ventilation, drainage etc.  What have you done to secure the necessary permissions, such as zoning approvals?       

[bookmark: Text189]What quality control measures will you have?       

[bookmark: Text190]Describe any product testing, price testing, or sample testing that you have done on your product or service.       


Operating Plan Worksheet - Page 2 of 2

[bookmark: Text191]Where are you going to get the materials you need to produce your product or service? (List suppliers and key contacts)       

Describe any terms, prices and/or conditions you have made with suppliers.       

[bookmark: Text192]What other arrangements have you made or will make if these suppliers let you down?       

What equipment will you need?  Do you have it already?  If not, how much does it cost?  (include a separate list with costs and sources if necessary.
[bookmark: Text193]     

[bookmark: Text194]Will you need any staff?  If so, how many and what will they do?       

[bookmark: Text195]How will you keep track of inventory?       

[bookmark: Text196]How long does it take you to make one of your products?  If you are a service, how long does it take for your from start to finish?        

[bookmark: Text197]When will you be able to start producing/offering your product/service?        





[bookmark: _Toc231038393][bookmark: _Toc291664428][bookmark: _Toc291667651][bookmark: _Toc291668748][bookmark: _Toc291668816]          Part Six:  Financial Planning
[image: 7.1.gif]

Your money skills are very importand to your business success.

Personal Financial (money) Management (control)

Good financial (money) planning is needed to control your spending.  People who are under money stress go through the following stages:

Stage One:
· Make minimum payment on credit cards
· Emergency requiring cash causes further debt load

Stage Two:
· Bills pile up and go unpaid
· Payments made using bank drafts or personal credit line

Stage Three:
· Bills continue to pile up
· Bank loan might be arranged to cover debt

Stage Four:
· Maximum limit on credit cards and credit lines reached
· Can’t get a bank loan

Stage Five:
· Personal bankruptcy

[bookmark: _Toc231038394][bookmark: _Toc291664429][bookmark: _Toc291667652][bookmark: _Toc291668749][bookmark: _Toc291668817][image: 7.4.gif]Budget Planning
In order to be financially strong, you should work within a budget and keep a good credit rating.  There are many places on the internet to find out your credit rating and examples to improve your rating.  If you have bad credit – you need to deal with it now.  Talk to your creditors instead of putting your head in the sand.

[image: content2a.gif]
Income
When looking at your income you will need to consider:
· Gross Income: is the total money you earn before anything is taken off.
· Net Income:  is the money you have left over or your take home pay.
· Other Income:  is anything that adds to your money like rental property, pension income or interest and investments.



Expenses
[image: content2b.gif]Every household budget should include expenses.  Expenses or bills should be listed in the order that you pay them.  Household expenses include:  mortgage or rent, utilities, loan payments, insurance (car and home), taxes (personal and property), repairs (car and home), groceries, gifts, gas, cell phones, and any other bills you have.




[image: 7.2.gif]
It is important to be honest with yourself when doing your budget.  You start with a total of your net income.  Then you look at how much you spend on your bills or expenses.  When doing your budget, list your expenses in the order that you pay them, starting with the most important ones first.  This way you will be able to cut back your spending on some of the less important ones to balance your budget.



[bookmark: _Toc231038395][bookmark: _Toc291664430][bookmark: _Toc291667653][bookmark: _Toc291668750][bookmark: _Toc291668818]Positive Cash Flow

[image: content12.gif]A positive cash flow is when you have money left over after you budget.

Your Cheque Book and Bank Balance

It can be very embarrassing and expensive when a cheque bounces.  Try to keep your cheque book balance up to date so that you know exactly what you have in the bank.  This is one area that can affect your credit rating.  Also check you bank statements.

[bookmark: _Toc231038396][bookmark: _Toc291664431][bookmark: _Toc291667654][bookmark: _Toc291668751][bookmark: _Toc291668819][image: BS01029_]Worksheet 6.1 – Personal Living Expenses
	Family Income
	Month 1
	Month 2
	Month 3
	 Month 4

	Wages (take-home)
	[bookmark: Text198]$      
	[bookmark: Text199]$      
	[bookmark: Text200]$      
	[bookmark: Text201]$      

	Wages (take-home) – Spouse
	$      
	$      
	$      
	$      

	Interest and dividends
	$      
	$      
	$      
	$      

	Miscellaneous
	$      
	$      
	$      
	$      

	Total Income
	$      
	$      
	$      
	$      

	Family Expense Budget
	Month 1
	Month 2
	Month 3
	 Month 4

	Auto expenses (gas, maintenance, etc.)
	$      
	$      
	$      
	$      

	Auto insurance
	$      
	$      
	$      
	$      

	Auto payment
	$      
	$      
	$      
	$      

	Beauty shop & barber
	$      
	$      
	$      
	$      

	Cable TV
	$      
	$      
	$      
	$      

	Charity
	$      
	$      
	$      
	$      

	Child Care
	$      
	$      
	$      
	$      

	Clothing
	$      
	$      
	$      
	$      

	Credit card Payments
	$      
	$      
	$      
	$      

	Dues and subscriptions
	$      
	$      
	$      
	$      

	Electricity
	$      
	$      
	$      
	$      

	Entertainment
	$      
	$      
	$      
	$      

	Gas company
	$      
	$      
	$      
	$      

	Gifts
	$      
	$      
	$      
	$      

	Groceries & outside meals
	$      
	$      
	$      
	$      

	Health insurance
	$      
	$      
	$      
	$      

	Home repairs
	$      
	$      
	$      
	$      

	Homeowner’s insurance
	$      
	$      
	$      
	$      

	Household
	$      
	$      
	$      
	$      

	Income tax (additional)
	$      
	$      
	$      
	$      

	Laundry and dry cleaning
	$      
	$      
	$      
	$      

	Life insurance
	$      
	$      
	$      
	$      

	Medical and dental
	$      
	$      
	$      
	$      

	Miscellaneous
	$      
	$      
	$      
	$      

	Mortgage payments
	$      
	$      
	$      
	$      

	Other debt payments
	$      
	$      
	$      
	$      

	Rent
	$      
	$      
	$      
	$      

	School expenses
	$      
	$      
	$      
	$      

	Telephone bill
	$      
	$      
	$      
	$      

	Tuition
	$      
	$      
	$      
	$      

	Vacations
	$      
	$      
	$      
	$      

	Water, sewer, trash collection
	$      
	$      
	$      
	$      

	Other
	$      
	$      
	$      
	$      

	Total Expenses
	$      
	$      
	$      
	$      

	Net Cash Remaining (Needed)
Total Schedule B
	$      
	$      
	$      
	$      


[bookmark: _Toc231038397][bookmark: _Toc291664432][bookmark: _Toc291667655][bookmark: _Toc291668752][bookmark: _Toc291668820]Record Keeping and Financial Management For Your Business

[image: content35.gif]

Now that you have worked through and understand your personal household budget you have the skills to do the same for a business.  Just like you household budget the income for your business budget mus be estimated for the coming months to see if you have enough cash to pay for all your expenses.  If you start with your business income in the first few months of operation (as is normal in a new business), then you can make plans for the additonal cash need tokeep the doors open during this slow time.

One of the most important things for the success of your business is good financial management (money control).  Financial records must be kept up-to-date for tax purposes.  Many business owners like to hire a bookkeeper or accountant to complete their financial statements.

One of the hardest things facing new business owners is forcasting or predicting your level of sales.






[bookmark: _Toc231038398][bookmark: _Toc291664433][bookmark: _Toc291667656][bookmark: _Toc291668753][bookmark: _Toc291668821][image: BS01029_]Worksheet 6.2 – Forecasting Monthly Sales
Page 1 of 2

Complete the following questions and chart to forecast monthly sales levels for your business.

1) What factors will affect monthly sales levels for your business?

[bookmark: Text202]     


2) What months do you expect to be your peak (high) periods for sales?  Why? 

[bookmark: Text203]     


3) What months do you expect to be your slow periods for sales?  Why?

[bookmark: Text204]     


4) What are your average monthly sales?  Calculate them by dividing your projected yearly sales by the number of months that you will operate your business each year.

[bookmark: Text205]Projected Annual Sales       

[bookmark: Text206]Number of Months in Business      

[bookmark: Text207]Average Monthly Sales         

Forecasting Monthly Sales - Page 2 of 2
5) Estimate your monthly sales by using the following chart.  Start with your first month of operation.
	Month
	Things affecting sales (seasons)
	Overall Effect
 +  or  -
	Estimated Monthly Sales
	% of Annual Sales (previous column divided by 12 X 100)

	1

	[bookmark: Text208]     
	[bookmark: Text209]     
	[bookmark: Text210]     
	[bookmark: Text211]     

	2

	     
	     
	     
	     

	3

	     
	     
	     
	     

	4

	     
	     
	     
	     

	5

	     
	     
	     
	     

	6

	     
	     
	     
	     

	7

	     
	     
	     
	     

	8

	     
	     
	     
	     

	9

	     
	     
	     
	     

	10

	     
	     
	     
	     

	11

	     
	     
	     
	     

	12

	     
	     
	     
	     

	Totals
	     
	     
	     
	     


[bookmark: _Toc231038399][bookmark: _Toc291664434][bookmark: _Toc291667657][bookmark: _Toc291668754][bookmark: _Toc291668822][image: BS01029_]Worksheet 6.3 – Annual Revenue/Sales Projections
Page 1 of 2
What are your anticipated annual sales per year? Use the table below as a guidleine to start your revenue projections:

SAMPLE ~ Manufacturing Business with 2 products (Jackets & Sweaters)

	Seasonal Trends

	# of Months
(A)
	# of sales/month
 (
This company has a 2-month Peak season (2 months where the sales are the highest.).
)(B)
	Price $
(C)
	Revenue $
(A) X (B) X (C)

	
	
	
	
	

	Peak
	2
	
	
	

	Jackets
	
	40
	100
	8,000

	Sweaters
	
	10
	50
	600

	
	
	
	Season Total 1
	$ 8,600

	
	
	 (
This company usually sells 40 jackets and 10 sweaters EACH MONTH in their peak season.
)
	
	

	Moderate - High
	4
	
	
	

	Jackets
	
	30
	100
	12,000

	Sweaters
	
	8
	50
	1,600

	
	
	
	Season Total 2
	$ 13,600

	
	
	
	
	

	Moderate - Low
	4
	
	
	

	Jackets
	
	20
	100
	8,000

	Sweaters
	
	6
	50
	1,200

	
	
	
	Season Total 3
	$ 9,200

	
	 (
This company has a 2-month low season (2 months where the sales are the lowest.).
)
	
	
	

	Low
	2
	
	
	

	Jackets
	
	10
	100
	2,000

	Sweaters
	
	4
	50
	400

	
	
	
	Season Total 4
	$ 2,400

	
	
	
	
	

	
	12
	
	Total Revenue
(1+2+3+4)
	
$ 33,800



Blank working copy provided on following page.


Annual Revenue/Sales Projectsions Worksheet – Page 2 of 2

REVENUE PROJECTION

	Seasonal Trends
	Months
(A)
	# of sales/month (B)
	Price $
(C)
	Revenue $
(A) x (B) x (C)

	
	
	
	
	

	Peak
	
	
	
	

	Product A
	     
	     
	     
	     

	Product B
	     
	     
	     
	     

	
	
	
	Season Total 1
	[bookmark: Text220]$     

	
	
	
	
	

	Moderate - High
	
	
	
	

	Product A
	     
	     
	     
	     

	Product B
	     
	     
	     
	     

	
	
	
	Season Total 2
	[bookmark: Text221]$     

	
	
	
	
	

	Moderate – Low
	
	
	
	

	Product A
	     
	     
	     
	     

	Product B
	     
	     
	     
	     

	
	
	
	Season Total 3
	[bookmark: Text222]$     

	
	
	
	
	

	Low
	
	
	
	

	Product A
	     
	     
	     
	     

	Product B
	     
	     
	     
	     

	
	
	
	Season Total 4
	[bookmark: Text223]$     

	
	
	
	
	

	
	
	
	Total Revenue
(1+2+3+4)
	[bookmark: Text226]$     




[bookmark: _Toc231038400][bookmark: _Toc291664435][bookmark: _Toc291667658][bookmark: _Toc291668755][bookmark: _Toc291668823][image: BS01029_]Worksheet 6.4 – Income Statement Projections

	
	Year 1
	Year 2
	Year 3

	Revenues
	[bookmark: Text216]     
	[bookmark: Text217]     
	[bookmark: Text218]     

	Product Sales
	     
	     
	     

	Services
	     
	     
	     

	Other Revenue
	     
	     
	     

	Miscellaneous
	     
	     
	     

	Total Revenue (A)
	     
	     
	     

	
	
	
	

	Expenses (variable or direct costs)
	     
	     
	     

	Fuel
	     
	     
	     

	Materials
	     
	     
	     

	Commissions
	     
	     
	     

	Purchases
	     
	     
	     

	Subtotal Direct Costs (B)
	     
	     
	     

	
	
	
	

	Expenses (Fixed Costs)
	     
	     
	     

	Accounting and legal
	     
	     
	     

	Bank Charges
	     
	     
	     

	Advertising
	     
	     
	     

	Loan interest
	     
	     
	     

	Office and general
	     
	     
	     

	Depreciation / Amortization
	     
	     
	     

	Licenses and fees
	     
	     
	     

	Repairs and Maintenance
	     
	     
	     

	Insurance
	     
	     
	     

	Freight
	     
	     
	     

	Utilities
	     
	     
	     

	Rent
	     
	     
	     

	Management Wages
	     
	     
	     

	Wages and Benefits
	     
	     
	     

	Subtotal Adm. & General (C)
	     
	     
	     

	
	
	
	

	Net Income before taxes:
	     
	     
	     

	
	
	
	




*You may want to get help with the financial section if you are uncomfortable with doing this part yourself.

[bookmark: _Toc231038401][bookmark: _Toc291664436][bookmark: _Toc291667659][bookmark: _Toc291668756][bookmark: _Toc291668824][image: BS01029_]Worksheet 6.5 -Start-up Costs

List any costs related to your start-up.
  
	Initial Setup Costs

	Advertising
	[bookmark: Text219]$      
	Promotion for opening the business

	Beginning inventory
	$      
	The amount of inventoroy needed to open

	Building construction
	$      
	The amount per contractor bid and other

	Cash
	$      
	Requirements for the cash register

	Decorating
	$      
	Estimate based on bid if appropriate

	Deposits
	$      
	Check with the utility companies

	Fixtures and Equipment
	$      
	Use actual bid on all F and E

	Installing fixtures and equipment
	$      
	Use actual bids

	Insurance
	$      
	Bid from insurance agent

	Lease payment
	$      
	Bid from real estate agent

	Licenses and permits
	$      
	Check with city or state offices

	Miscellaneous
	$      
	All other

	Professional fees
	$      
	Include CPA, attorney, engineer, etc.

	Remodeling
	$      
	The amount per contractor bid

	Rent, equipment
	$      
	Amount to be paid before opening

	Services
	$      
	Cleaning, accounting, etc.

	Signs
	$      
	The amount per contractor bid

	Supplies
	$      
	Office, cleaning, etc. supplies

	Unanticipated expenses
	$      
	Amount for unespected costs (10 percent of total)

	
	
	

	Other
	$      
	

	Other
	$      
	

	Other
	$      
	

	Total Setup Dollars Needed
	$      
	Total Schedule A (Pre-Opening Costs)


[bookmark: _Toc231038402][bookmark: _Toc291668757][bookmark: _Toc291668825][bookmark: _Toc291664437][image: BS01029_]Worksheet 6.[image: BS01029_]6: Break-Even Analysis
[image: content30.gif]
The break-even point is when sales equal expenses, resulting in no profit or loss for that financial period.

Variable Costs:  Costs that are happen only if sales are made; expenses that vary directly with sales (i.e. materials, commisions, shipping, etc.)

Fixed Costs:  Costs that happern whether or not any sales are made; expenses that do NOT change with sales (i.e. salaries, rent, insurance, utilities, etc.)
1. We will use the following information to demonstrate break-even sales.  
Your Business Costs:
a) [bookmark: Text227][bookmark: Fixed]Fixed Costs (per year)		$50,000/yr		$     
b) [bookmark: Price]Selling Price				$4.00			$     
c) [bookmark: Variable]Variable Costs per item		$3.00			$     

2. Next, calculate your Variable Costs per item (c) as a percent of your Product Selling Price (b).  In this case our “Variable Cost percentage” is:
Your Calculation:
[bookmark: Text228][bookmark: VariablePercent]c)  Variable Cost  = 	$3.00 = $0.75		$0 = $      
[bookmark: Text229]b)   Selling Price	$4.00				$0

What does this mean?  Well, for every $1.00 of sales, 75 cents goes to variable costs.  What we have left over is used to cover fixed costs, which we call the Contribution Margin (CM).
d) Contribution Margin (CM). = $1.00 - $0.75      = $0 25
[bookmark: Text232][bookmark: Contribution]Your Calculation:   $1.00 – $0 = $1

3. So now we have to answer the question, “how many 25-cents do we need to cover $50,000 of fixed costs?”  The answer is as follows:
Your Break-even Sales
[bookmark: Text231][bookmark: Breakeven] a) Fixed Costs = 	$50,000 = $200,000 	    $0 	 = $0.0
[bookmark: Text233]d)     CM		    .25			     	   $0.1	

In the example we used, this means that you need sales of at least $200,000 to break-even, or you need to sell $200,000 of your product to cover all of your costs.

4. So now we know we need to sell $200,000 worth of this product/service to break even.  How many items do we need to sell to get that many sales?

Break-even Sales 	=	$200,000	=	50,000 items need to be sold
Price 				  b)  $4

Your Calculation:
[bookmark: Text235][bookmark: Text237]Break-even Sales 	=	0.0	=	      items need to be sold
[bookmark: Text236]     Price 				 0

******Using the calculations in your business, can you meet this sales level?  If not, you will need to raise your price or reduce your costs.

Comment on how realistic it is to achieve the break-even sales level:
[bookmark: Text238]     


[image: content26.gif]This ends the part on Financial Planning.  It is our hope that you have a better understanding of the steps involved in Financial Planning for your business.

Your next step is to write your Business Plan.  A business plan is a blueprint of your business.  You will be able to use a lot of the information in this workbook to help you with your business plan.  A well prepared business plan will help you get financing for your new business.

Best of Luck

[bookmark: _Toc231038403][bookmark: _Toc291664438][bookmark: _Toc291667660][bookmark: _Toc291668758][bookmark: _Toc291668826]Research Information
http://www.va-interactive.com/.../index.htm - Cashflow examples

http://www.bplans.com/bc/ - Business Calculators

http://www.quicken.com/.../finances/ - softwear to help you manage your finances.  Check out the Quicken Learning Center on this page
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