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1) ARE YOU MAKING MONEY OR BUILDING A BUSINESS?

There is a difference, you know!

In fact, people that don't recognize the difference within a year after starting their
business will suffer for this lack of knowledge until they do.

Let me give you an example to help you fully understand what I'm talking about.

Suppose you went out this afternoon, purchased a computer system and some start-up
business software at your local Office Max. You come home -- all excited -- ready to get your
new business going. (Everyone has experienced this same type of feeling.) It gives you a great
exhilarated feeling to finally take the first step to making your dream become a visual reality.

This excitement continues and mounts bigger day after day. You are so totally absorbed
into your new business that you start forgetting about your normal, daily life. Your wife or
husband calls you to come to dinner and you say, "In a minute." However, your "minute" turns
into three hours. (I guess, at this point, you could say that you're "hooked.")

After several weeks (or months) of this behavior, your family starts feeling very neglected.
Or, if you don't have a family, perhaps your neighbor George or cousin Alisha might start feeling
you are mad at them -- or whatever.

Your wife, husband, kids, neighbor George or cousin Alisha would never admit they feel
"neglected"” -- but the feeling is there just the same. After they have reached their tolerance level,
they normally will start talking to you. They might ask, "How's the business doing?" You'll
probably say, "Oh, great! | think | can really make this work."

But the very next question out of their mouths will be, "How much money are you
making?"

That is a question that immediately STOMPS DOWN your entrepreneurial spirit. Since
you haven't made any money (and because you have to answer their question), you'll probably
have to swallow your pride and say something like, "I haven't made any money yet but I'm
working on something right now that should do the trick."

Now, whether you are working on anything specific or not, you have placed an invisible
(and perhaps impossible) goal for yourself. You now believe that in order for you to prove to your
family, neighbor or whoever, that you are NOT a failure -- you have to show them CASH IN
HAND! But. ..

Nothing Could Be Further From The Truth!

Making money and building a business are two DIFERENT things -- especially when you
are just starting to build a business.

When two big corporations, for instance, decide to merge and become one, they always
lose money in the first year or so. But in the third year they make more money than both
companies had ever dreamed possible. It was worth the two-year loss! In fact, that's how you
make money -- by investing.

Investing money is not the only way to make your business boom. Hard work and
sacrifice is another way of investing. In other words, if you don't have money to invest, you have
to WORK for it. Plain and simple. If you're looking for a way to have your cake and eat it too,
you'll end up a fool at the short end of the stick! Promise!

| know these are NOT words you want to hear. But whether you accept them or not is
your choice. My job has been done. | have revealed the truth to you and | hope you accept it as
fact.
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Another Example

"Loss leader"” is a term used in business. It simply means selling a product (at a loss to
the company) in order to make money further on down the road. All companies use this method
in one form or another. It SHOULDN'T be used as your only way of marketing -- but it should
play a major role.

My two-disk package, "Immediate Business on Two Disks," was a loss leader for me. It
costs me $2.25 to copy and mail a two-disk set that sells for $3. | only make 75 cents for my time
and trouble. That's not very much. However, about 25% of the people who purchase the two-
disk set turn around and order the entire disk-based series for $75.

As you can easily see, my loss leader marketing technique produced more money in the
long run -- which is much more than | could have made if | was only intersted in how much money
| was making -- rather than building my business.

Get FREE astrological alerts & FREE 6mb email for life!
send a blank email to astroupdate@getresponse.com

Source : free reports from solongboss.com



46 Ideas to make your business a Booming Success
Brought to you by Astrowhz.com
http://www.astrowhiz.com

2) DOES YOUR COMPANY NEED A LOGO?

There is always controversy when it comes to the topic of whether your company should
have a "logo" or not. Some people firmly believe that you have to have one, while others say it's
not necessary at all. But who's right?

| took this question to a variety of firms that have company logos. | personally
conducted a survey by asking presidents, vice presidents and owners of companies using them
why a company logo was necessary to their business image.

In summary, it is NOT necessary for your business to have a company logo UNLESS
your particular company is in a class that demands one. According to an article in "Income
Opportunities," Jay Lander, founder of Lander Design in Metuchen, New Jersey, states: "Logos
make sense for real estate firms and others who have lots of competition as well as for those
with opportunities to 'show off' a logo -- on lawn signs, print advertisements, stationery and
business cards. Restaurants, which typically need to distinguish themselves from the pack, put
logos on matchbooks and usually carry the design on their menus."

Lander further states: "The size of an organization is not a good measure by which to
decide in favor of a logo. Many businesses prod along fine without any."

What's the Real Purpose For One?

Two "real" reasons: (1) for customer identification, and (2) for prestige. Wendy's
restaurant, for example, has a logo of a little red-haired girl in pigtails. If you're driving down
Route 66, you normally can recognize a Wendy's restaurant several miles away because of the
shape of the company's logo on their sign. Also, you don't have to read the words "McDonald's"
to know it's a McDonald's restaurant. Instead, you recognize it by the golden arches.

But does a regular mail order business need one? Probably not. The reason | use the
word "probably” is because a company logo is only necessary if your market demands it.

Any good business, after they have had time to grow enough to have a customer base of
repeat customers, will get to know them on a more personal basis. We do this to learn our
customers' needs and wants so we can sell them the proper products and services. When that
time comes, as a mail order business you can make the decision whether or not to have a
company logo.

How will you know? Because your dedicated customer base of repeat customers will
demand it. However, if your customer base is comprised mainly of small businesses on the
same level as yourself, it probably won't be necessary to have a logo.

What About Prestige?

If you want to make your company appear like a professional organization because you
want to attract business from other professional organizations, it may be necessary to adapt a
company logo regardless of whether you need one or not. This is called "prestige."

Established multi-level marketing firms use company logos to provide their distributors
with company recognition as well as prestige. Other smaller companies use them solely
because the owner believes it makes him or her appear more established in business. Whatever
the reason, it basically boils down to what you want to do.
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3) How To Achieve Excellence In Sales

Most people are always striving to better thenselves. It's the
"American Way". For proof, check the sales figures on the
nunber of self-inprovenment books sold each year. This is not a
pitch for you to junp in and start selling these kinds of books,
but it is a indication of people' s awareness that in order to
better thenselves, they have to continue inproving their
personal selling ab abilities.

To excel in any selling situation, you nmust have confidence, and
confidence conmes, first and forenost, from know edge. You have
to know and understand yoursel f and your goals. You have to
recogni ze and accept your weaknesses as well as your speci al
talents. This requires a kind of personal honesty that not
everyone i s capabl e of exercising.

In addition to knowi ng yourself, you nust continue |earning
about people. Just as with yourself, you nmust be caring,
forgiving and | audatory with others. 1In any sales effort, you
must accept other people as they are, not as you would like for
themto be. One of the nbost common faults of sales people is

i npati ence when the prospective custonmer is slow to understand
or make a decision. The successful sal esperson handl es these
situations the sanme as he would if he were asking a girl for a
date, or even applying for a new job.

Lear ni ng your product, naking a clear presentation to qualified
prospects, and closing nore sales will take a lot less tine once
you know your own capabilities and failings, and understand and
care about the prospects you are calling upon

Qur society is predicated upon selling, and all of us are
selling sonmething all the time. W nove up or stand still in
direct relation to our sales efforts. Everyone is included,
whet her we're attenpting to be a friend to a co-worker, a

nei ghbor, or selling multi-mllion dollar real estate projects.
Accepting these facts will enable you to understand that there

is no such thing as a born salesman. Indeed, in selling, we all
begin at the sane starting line, and we all have the sane finish
line as the goal - a successful sale.

Most assuredly, anyone can sell anything to anybody. As a
qualification to this statenent, let us say that sone things are
easier to sell than others, and sone peopl e work harder at
selling than others. But regardless of what you're selling, or
even how you're attenpting to sell it, the odds are in your
favor. If you make your presentation to enough people, you'l
find a buyer. The problemw th nost people seens to be in
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maki ng contact - getting their sales presentation seen by, read
by, or heard by enough people. But this really shouldn't be a
problem as we'll explain later. There is a probl em of

i npatience, but this too can be harnessed to work in the

sal esperson's favor.

W& have established that we're all sales people in one way or
another. So whether we're attenpting to nove up fromforklift
driver to warehouse manager, waitress to hostess, salesman to
sal es manager or frommail order dealer to president of the

| argest sales organization in the world, it's vitally inportant
that we conti nue | earning.

Getting up out of bed in the norning; doing what has to be done
in order to sell nmore units of your product; Kkeeping records,
updating your materials; planning the direction of further sales
efforts; and all the while increasing your own know edge- - -al
this very definitely requires a great deal of persona
notivation, discipline, and energy. But then the rewards can be
beyond your wildest dreanms, for nmake no m stake about it, the
selling profession is the highest paid occupation in the world!

Selling is challenging. It demands the utnost of your
creativity and innovative thinking. The nore success you want,
and the nore dedicated you are to achieving your goals, the nore
you'll sell. Hundreds of people the world over becone
mllionaires each nonth through selling. Many of themwere fl at
broke and unable to find a "regular"” job when they began their
selling careers. Yet they' ve done it, and you can do it too!

Renenber, it's the surest way to all the wealth you coul d ever
want. You get paid according to your own efforts, skill, and
know edge of people. |If you're ready to become rich, then think
seriously about selling a product or service (preferably
somet hi ng excl usively yours) - something that you "pull out of
your brain"; something that you wite, nmanufacture or produce
for the benefit of other people. But failing this, the want ads
are full of opportunities for ambitious sales people. You can
start there, study, learn fromexperience, and watch for the
chance that will allow you to nove ahead by | eaps and bounds.

Here are some guidelines that will definitely inprove your gross
sales, and quite naturally, your gross incone. | like to call
themthe Strategi c Sal esmanshi p Commandnments. Look them over;
gi ve sone thought to each of them and adapt those that you can
to your own selling efforts.

1. If the product you're selling is sonething your prospect can
hold in his hands, get it into his hands as quickly as possible.
In other words, get the prospect "into the act". Let himfee

it, weigh it, admre it

2. Don't stand or sit alongside your prospect. Instead, face

himwhile you' re pointing out the inportant advantages of your

product. This will enable you to watch his facial expressions

and determ ne whet her and when you should go for the close. In
handling sales literature, hold it by the top of the page, at



t he proper angle, so that your prospect can read it as you're
hi ghl i ghting the inportant points.

Regardi ng your sales literature, don't rel ease your hold on it,
because you want to control the specific parts you want the
prospect to read. |In other words, you want the prospect to read
or see only the parts of the sales material you're telling him
about at a given tine.

3. Wth prospects who won't talk with you: When you can get no
feedback to yours sal es presentation, you nmust dramatize your
presentation to get himinvolved. Stop and ask questions such
as, "Now, don't you agree that this product can help you or
woul d be of benefit to you?" After you' ve asked a question such
as this, stop talking and wait for the prospect to answer. It's
a proven fact that follow ng such a question, the one who tal ks
first will lose, so don't say anything until after the prospect
has given you some kind of answer. Wit himout!

4. Prospects who are thensel ves sal es people, and prospects who
i magi ne they know a | ot about selling sometines present

difficult selling obstacles, especially for the novice. But
bel i eve nme, these prospects can be the easiest of all to sell.
Sinmply give your sales presentation, and instead of trying for a

cl ose, toss out a challenge such as, "I don't know, M.
Prospect - after watching your reactions to what |'ve been
showi ng and telling you about ny product, |'mvery doubtful as

to how this product can truthfully be of benefit to you"

Then wait a few seconds, just |ooking at himand waiting for him
to say sonething. Then, start packing up your sales materials
as if you are about to leave. 1In alnobst every instance, your
"tough nut" will quickly ask you, Wiy? These people are
generally so filled with their own inportance, that they just
have to prove you wong. Wen they start on this tangent, they
will sell thenselves. The nore skeptical you are relative to
their ability to make your product work to their benefit, the
nore they' |l demand that you sell it to them

If you find that this prospect will not rise to your challenge,
then go ahead with the packing of your sales materials and | eave
qui ckly. Sone people are so convinced of their own inportance
that it is a poor use of your valuable tinme to attenpt to

convi nce them

5. Renenber that in selling, time is noney! Therefore, you
must allocate only so nmuch tinme to each prospect. The prospect
who asks you to call back next week, or wants to ranble on about
simlar products, prices or previous experiences, is costing you
nmoney. Learn to quickly get your prospect interested in, and
want i ng your product, and then systematically present your sales
pitch through to the close, when he signs on the dotted line,
and reaches for his checkbook.

After the introductory call on your prospect, you should be
selling products and collecting noney. Any callbacks should be
only for reorders, or to sell himrelated products from your



line. In other words, you can waste an introductory call on a
prospect to qualify him but you' re going to be wasting noney if
you continue calling on himto sell himthe first unit of your
product. \Wen faced with a reply such as, "Your product | ooks
pretty good, but I'Il have to give some thought", you should

qui ckly jump in and ask himwhat specifically about your product
does he feel he needs to give nore thought. Let himexplain,
and that's when you go back into your sales presentation and
make everything crystal clear for him |If he still balks, then
you can either tell himthat you think he product will really
benefit him or it's purchase be to his benefit.

You must spend as nuch tinme as possible calling on new
prospects. Therefore, your first call should be a selling cal
with followup calls by mail or tel ephone (once every nonth or
so in person) to sign himfor re-orders and other itens from
your product |ine.

6. Review your sales presentation, your sales materials, and
your prospecting efforts. Make sure you have a "door-opener”
that arouses interest and "forces" a purchase the first tine
around. This can be a $2 interest stinulator so that you can

show himyour full line, or a special marked-down price on an
itemthat everybody wants; but the inportant thing is to get
t he prospect on your "buying customer” list, and then follow up

via mail or tel ephone with related, but nore profitabl e products
you have to offer.

If you accept our statenent that there are no born sal esnmen, you
can readily absorb these "commandnents". Study them as well as
all the material in this report. Wen you realize your first
successes, you will truly know that "sal esnen are MADE - not
born".
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4) How To Develop Money Making Ideas!
| deas:

It isn'"t the billions of ideas, that pop up in the mnds of
humans around the gl obe that nmake noney. Very few ideas are
worth the tinme it took for the thought. Mst ideas are fleeting
"sparks" that go no place and are forgotten before the next day.
O the ideas that are good, very few are foll owed up and ever
end up as a worthwhile devel opnent in the market place. Most
people are just not oriented to do anything about their ideas,
while others believe it would take too nmuch of their tinme and
nmoney to follow through to conpletion. This |eaves the market
pl ace wi de open for the person who |l earns how to "Create"
Profitable Ideas!

There are three major formats you can use to create profitable
i dea:

1. Find sonething that already exists, the presence of which has
never been known before.

2. Invent sonething. Mst inventions are nmerely new arrangenents
of things that have already been invented.

3. Alter or inprove in any nunber of different ways sonethi ng
t hat al ready exists.

As you "Create" ideas, wite themdown. What you dream up can
be your key to great wealth. Keep your mind "open" as you go
t hrough each day. What did you notice in the departnment store
that woul d reduce costs, save nobney or increase sales if sone
si mpl e procedure were added or sonethi ng changed?

| deas for inprovenments are one of the nost val uable things you
can contribute to society and at the same tinme add to your bank
account. To create ideas for inprovenents, consider every
possibility and alternative for the thing you want to inprove.

Learn to create ideas by evaluating all the different aspects of
t he product, method or concept you are interested in. Put your
i magi nati on and subconsci ous to work and wite down your

t houghts pertaining to each of the things you expect to inprove.
Use the New Wealth, "ldea Format"” that foll ows as your guide for
creati ng Money- Maki ng i nprovenents.

| dea For mat:
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Li st the things you want to inprove:

Why should it be inproved?

VWho will benefit fromthe inprovenent?

VWhat is wong with it at the present tine?

Did sonmeone el se cause a problemw th it?

How do you propose to inprove it?

Do you have the facilities to do the work required?

Do you have the know how to do the work required to
i nprove it?

Exactly what part needs to be inproved?
Should it be smaller? Lar ger?
Shoul d the color be different?
Wul d nore activity help make it better?

Could it be conbined with sonething else to make it nore
practical ?

Wuld a different basic nmaterial work better?

Is it too conplicated, could it be sinplified?
Wul d a substitute be nore neani ngful ?

Is it priced too high?

Wul d a change in personnel help the situation?
Can the shape be changed to advant age?

Can a new marketing plan nake the difference?

Is it safe?

Can it be mass produced to bring the unit cost down?
Shoul d t he appearance be changed... streanlined?
I s there an adequate guarantee?

VWhat can nmeke it appeal to a bigger audience?
Wbul d new packagi ng or trade nane enhance it?

Can it be made heavier, lighter, higher or |ower?

Can it be franchi sed?



- |Is there a good mai ntenance programto back it up?
- Can financing be sinplified?

- List ways to increase production:

- List ways to increase sales:

- List ways to reduce costs:

- List ways to increase efficiency:

- List ways to inprove quality and increase profits!

- \What can be done with it to satisfy nore people?

This New Wealth "ldea Format"” will start the ideas "sparking"
and as related ideas cone to mind wite themdown in every
variation you can think of. Do not judge the good or bad points
of the ideas as they materialize to you, just wite them down
and judge themafterwards. You will stop the flow of ideas if
you are critical of your thoughts before you put them on paper
VWhen you have answered everything you can about the product or
concept and know how it fits in with your plans, sit down and
evaluate all the details you have witten.

After you have found (created) a good idea, followit up with
guestions on what should be your next nove in order to do

somet hing about it, then act! Get it noving. Expose it to the
world with sufficient tests to determ ne the val ue!

Come up with ideas that are still in the processing stage rather
than get stuck on several vague points that may be worked out

| ater as your subconscious goes to work. |If your idea fails, so
what; you are just that much closer to finalizing another one,
then another... until a useful nore valuable idea is born

Every manufacturing plant, retailer, attorney, accountant;

every busi ness person, large or small, cannot continue to

operate in the conpetitive world of today w thout someone in the
organi zation constantly comng up with new and better i deas!

A d ideas drop by the waysi de as new i deas take their place.
A d conpani es without new i deas fade away.

Those who | earn and know how to create ideas and anticipate the
changes needed, as the future evolves, have the opportunity to
be a great success with big noney-naking potenti al

Anot her "tool" you can use to help dreamup that mllion idea,
is to spend several mnutes each evening, relaxed with your eyes
cl osed. Pick any object that comes to mind and try to change it
in your "mnd s eye". Change it in every manner you can think
of to inprove it.

The foll owi ng eveni ng pi ck anot her subject or object and repeat



the process. Soon you will be using 20% of your brain power
i nstead of the 10% normally used by the average person. As your
know edge and "brain power" increase so will your bank account.

Just think what we could acconplish if we could get the other
80% of our brain power working? On second thought, let's not
try to get 100% efficiency out of your human conmputer . . . we
woul d probably blow up the world for sure.

Protecting Your |dea

VWhen you have cone up with a good idea, wite a full description
of it and make a sketch if necessary. Place the witten

i nformati on, the sketch and any other pertinent facts or
docunents in an envel ope addressed to yourself. Have the post
office seal the envelope with a date stanp over the flap, then
send it to yourself by registered mail. Keep the envel ope,
unopened, in the event you need to prove ownership. O course

i f your product has a properly registered trade mark, has been
copyrighted, or you have a U S. patent you are protected from

i nfringenent.

A Few | dea " Sparks" !

VWhen you conme up with an idea, programor product that is so
superior in style or performance that it is unbelievable you may
need a notarized statenment to assure your custoner you are

of fering an honest deal

Make a habit of exam ning each piece of correspondence you
receive, taking care of it right at the tinme, do what is
necessary right then. Never put it aside to be handled a second

time if it all practical. This can save nore tine than anything
el se for an executive who handl es a | arge anount of
correspondence and mail. You can al so save many nore hours each

week by doi ng several of the nost inportant things that need to
be done each day before you take up other, time consum ng
i nportant details.

Anot her good way to "spark” ideas is to go through the
classified and want ads in the newspaper ... Also the yell ow
pages of your tel ephone directory. As you read, think of
somet hing that would be of value to the conpany or person, or
enhance the itemyou are readi ng about.

In summary, learn to devel op ideas from observi ng everyday
things and details. Think of what could nmake sonething better
Dwnell on things that have a | arge marketi ng audi ence, sonething
t hat everyone needs and wants. Wite your ideas down. Put a
pencil and pad at your night stand. Wen you renmenber a good
dream .. don't just lay there, by norning you will forget it...
Jot it down on the pad. You will be surprised what you can
dream up! Maybe the mllion dollar idea will magically appear
on your pad tonorrow norning!
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5) How To Get Free Radio Advertising

The greatest expense you're going to incur in conducting a
successful business is adverti sing.

You have to advertise. Your business cannot grow and fl ourish
unl ess you advertise. Advertising is the "life-blood" of any
profitabl e busi ness. And regardl ess of where or how your
advertise, it's going to cost you in sonme formor another

Every successful business is built upon, and continues to thrive,
primarily, on good advertising. The top conpanies in the world
allocate mllions of dollars annually to their advertising
budget. of course, when starting froma garage, basenent or
kitchen table,you can't quite match their advertising
efforts---at least not in the beginning. But there is a way you
can approximate their maneuvers without actually spending their
ki nd of nmoney. And that's through "P.1" Adverti sing.

"P.1." stands for per inquiry. This kind of advertising nost
general |y associated with broadcasting, where you pay only for
the responses you get to your advertising nessage. It's very
popul ar - - somewhat akin to bartering--and is used by many nore
advertisers than nost people realize. The advantages of P
Advertising are all in favor of the advertiser because with this
ki nd of an advertising arrangenent, you can pay only for the
results the advertising produces.

To get in on this "free" advertising, start with a | oose | eaf

not ebook, and about 100 sheets of filler paper. Next, either
visit your public library and start poring through the Broadcast
Year book on radio stations in the U S., or Standard Rate and Data
Services Directory on Spot Radio. Both these publications will

gi ve you just about all the information you could ever want about
i censed stations.

An easier way mght be to call or visit one of your |ocal radio
stations, and ask to borrow (and take hone with you) their
current copy of either of these volunmes. To purchase them
outright will cost $50 to $75.

Once you have a copy of either of these publications, select the
state or states you want to work first. It's generally best to
begin in your own state and work outward fromthere. If you have
a nmoneynmaki ng manual , you might want to start first with those
states reporting the nost unenpl oynent.

Use sone ol d fashi oned comobn sense. Who are the peopl e nost
likely to be interested in your offer, and where are the | argest
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concentrations of these people? You wouldn't attenpt to sel
wi ndshield de-ice canisters in Florida, or suntan lotion in
M nnesota during the winter nonths, would you?

At any rate, once you've got your beginning "target" area deci ded
upon, go through the radio listings for the cities and towns in
that area, and jot down in your notebook the nanmes of genera
mangers, the station call letters, and addresses. be sure to |ist
t he t el ephone nunbers as well.

On the first try, list only one radio station per city. Pick out
the station people nost interested in your product would be
listening to. This can be deterni ned by the programm ng
description contained within the date bl ock about the station in
t he Broadcasting Yearbook or the SRDS Directory.

The first contact should be in the way of introducing yourself,
and inquiring if they would consider a Pl Advertising canpaign
You tell the station manger that you have a product you feel wll
sell very well in his market, and would like to test it before
goi ng ahead with a paid advertising program You must quickly
poi nt out that your product sells for, say $5, and that during
this test, you would all ow hi m50% of that for each response his
station pulls for you. Explain that you handl e everything for
him the witing of the commercials, all accounting and
bookkeepi ng, plus any refunds or conplaints that cone in. In
other words all he has to do is schedul e your conmercials on his
| og, and give them his "best shot." \Wen the responses cone in,
he counts them and forwards themon to you for fulfillnment. You
make out a check for payment to him and everybody is happy.

If you've contacted himby phone, and he agrees to | ook over your
material, tell himthank you and prom se to get a conplete
"package" in the mail to himinmediately. Then do just that.
Wite a short cover letter, place it on top of your "ready-to-go"
Pl Advertising Package, and get it in the mail to himwithout

del ay.

If you' re turned down, and he is not interested in "taking on"
any Pl Advertising, just tell himthanks, nmake a notation in your
not ebook by his nane, and go to your next call. Contacting these
peopl e by phone is by far the quickest, |east expensive and nost
producti ve met hod of "exploring"” for those stations willing to
consi der your Pl proposal. In some cases though, circunstances
will deemit to be | ess expensive to make this initial contact by
letter or postcard.

In that case, sinply address you card or letter to the person you
are trying to contact. Your letter should be positive in tone,
straight forward and conplete. Present all the details in |ogica
order on one page, perfectly typed on |etterhead paper, and sent
in a letterhead envel ope. (Rubber-stanped |etterheads just won't
get past a first glance.) ldeally, you should include a

sel f-addressed and stanped postcard with spaces for positive or
negative check marks in answer to your questions: WIIl you or
won't you over ny material and consider a nutually profitable
"Per 1nquiry" advertising canpai gn on your station?



Once you have an agreenent fromyour contact at the radio station

that they will | ook over your materials and give serious

consi deration for a Pl program nove quickly, getting your cover
letter and package off by First Cass mail, perhaps even Speci al
Del i very.

VWhat this neans is at the same time you organi ze your "radio
station notebook," you'll also want to organi ze your adverti sing
package. Have it all put together and ready to mail just as soon
as you have a positive response. Don't allow tinme for that
interest in your programto cool down.

You'll need a followup letter. Wite one to fit all situations;
have 250 copies printed, and then when you're ready to send out a
package, all you'll have to do is fill in the business salutation

and sign it. If you spoke of different arrangenents or a specific
matter was di scussed in your initial contact, however, type a
different letter incorporating comments or answers to the points
di scussed. This personal touch won't take |long, and could pay

di vi dends!

You'll also need at least to thirty-second comercials and two
si xty-second commercials. You could wite these up, and have 250
copies printed and organi zed as a part of your Pl Advertising
Package

You shoul d al so have sone sort of advertising contract witten
up, detailing everything about your program and how everything
is to be handl ed; how and when paynent to the radio station is to
be made, plus special paragraphs relative to refunds, conplaints,
and liabilities. AlIl this can be very quickly witten up and
printed in lots of 250 or nore on carbonless multi-part snap-out
busi ness forns.

Finally, you should include a self-addressed and stanped postcard
the radio station can use to |let you know that they are going to
use your Pl Advertising program when they will start running
your commercials on the air, and how often, during which tine
peri ods. Again, you sinply type out the wording in the formyou
want to use on these "reply postcards, and have copies printed
for your use in these mailings.

To review this program Your first step is the initial contact
after searching through the SRDS or Broadcasting Yearbook. Actua
contact with the stations is by phone or mail. Wen turned down,
sinmply say thanks, and go to the nest station on the list. For

t hose who want to know nore about your proposal, you i mediately
get a Pl Advertising Package off to themvia the fastest way
possible. Don't let the interest wane.

Your Advertising Package should contain the follow ng:
Cover letter

Sanpl e brochure, product literature

Thirty-second and si xty-second comrerci al s

Pl Advertising Contract

RbE



5. Self-addressed, stanped postcard for station
acknow edgenent and
accept ance of your program

Bef ore you ask why you need an acknow edgenent postcard when you
have al ready given thema contact, renmenber that everything about
busi ness changes from day to day---conditions change, people get
busy, and other things cone up. the station nmanager may sign a
contract with your advertising to begin the 1st of March. The
contract is signed on the 1st of January, but when March 1 rolls
around, he may have forgotten, been replaced, or even deci ded
agai nst running your program A |ot of paper seem ngly "covering
all the mnute details" can be very inpressive to many radio
stati on managers, and convince themthat your conpany is a good
one to do business with.

Let's say that right now you're inpatient to get started with
your own Pl Advertising canpaign. Before you "junp off the deep
end," renmenber this: Radio station people are just as

prof essi onal and dedi cated as anyone el se in business---even nore
so in sonme instances--so be sure you have a product or service
that lends itself well to selling via radio inquiry system

Anyt hi ng can be sold, and sold easily with any nethod you deci de
upon, providing you present it fromthe right angle. "hello out

t herel

VWho wants to buy a mailing list for 10 cents a thousand nanes?"
woul dn't even be allowed on the air. However, if you have the
addresses of the top 100 novie stars, and you put together an

i dea enabling the people to wite to themdirect, you m ght have
a winner, and sell a lot of mailing lists of the stars.

At the bottomline, a lot is riding on the content of your
commercial ---the benefits you suggest to the listener, and how
easy it is for himto enjoy those benefits. For instance, if you
have a new book on how to find jobs when there aren't any jobs:
You want to talk to people who are desperately searching for

enpl oynment. You have to appeal to themin words that not only
"perk up" their ears, but cause themto feel that whatever it is
that you're offering will solve their problens. It's the product,
and in witing of the advertising nessage about that product are
going to bring in those responses.

Radi o station managers are sal es people, and sal es people the
world over will be sold on your idea if you put your selling
package together properly. And if the responses conme in your
first offer, you have set yourself up for an entire series of
successes. Success has a "ripple effect,” but you have to start
on that first one. W w sh you success!
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6) How To Get Rich Giving Away Something Free

The best of all worlds is to have a product you can give away
free and still make noney. That world exists. The product need
not be expensive or elaborate. It can be sonething sinple - a
sticker with a happy face, a pen with a | ogo, or sonme ot her
intriguing item

Thi s marketing approach is excell ent because you can give the
product away, charging the recipients only a nomnal fee for
postage and handling. If you price your shipping fees correctly,
you can nake thousands of dollars a nonth.

So how do you | et people know about the gifts you have waiting
for then? The best way is by placing classified ads in nationa
magazi nes, an enornously successful nethod. Small classified
advertisenents in such national publications as Popul ar Mechani x,
and The National Enquirer produce excellent returns on such
items, National publications such as these sell mllions of
copi es each week or nonth. Even a tiny return fromthis kind of
| arge readershi p means thousands of dollars in your pocket. One
advertiser noted his ads have generated returns of seven tines
the cost of the classified ad. Other advertisers have done even
better.

To put together your own ad, begin by studying the classified ads
in these national publications. Study every issue you can find.
Note the ads that show up issue after issue. These marketers have
created a nmoney-generating format, and they're taking ful

advant age of it.

Study the long-running ads. Note that they' re short, but they
contai n a nugget of appeal that makes you want to send your noney
i medi atel y.

Now try drafting your own ads. wite several versions that you
can try in different national publications. The ad should be
sinmple but hard-hitting. You want the reader to respond

i medi ately. Use the words that create an attractive picture of
your product for the reader

You don't have to charge much for your giveaway product. A m for
hi gh sal es volunes at |ow prices, a proven technique in this
market. If you come up with an ad that grabs reader's interest,
the money will flow your way.

The techni que of advertising giveaway products that people can
receive for the cost of postage and handling has proved so
successful that there's even a magazi ne devoted to show ng of f
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the free itens that are given away by conpani es throughout the
country. This 32-page binmonthly magazine is called Freebies. It
is chock full of these free-for-postage-and-handling itens. For a
copy of the nmagazine, information about |isting your product, and
arate card, wite to Freebies, 407 State St., Santa Barbara, CA
93120. (805) 962-9135.
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7) HOW TO GIVE AWAY CARDS AND MAKE EASY MONEY!

There is a big noney business that can be started for next to
nothing, with low risk, that involves giving away special cards.
These cards are DI SCOUNT CARDS, wallet-sized cards that all ow
the bearer to receive discounts at participating busi nesses
These busi nesses pay to have their advertisement on the card.
They profit fromthe increased exposure and from gai ni ng new
custonmers who cone in for the discount and beconme return
customers. The card- hol ders benefit fromthe discounts they can
receive. And YQU benefit fromthe profitable advertising you

sel I'!

This is a relatively sinple business to explain. Here's an
overvi ew.

Desi gn your card
Fi gure your expenses and set your ad prices.

Cont act busi nesses that frequently use di scounts or coupons
(potential advertisers for you) either in person or by mail
wi th an information package.

Gat her the ads (and the noney!) and print themtogether on
wal | et -si zed cards.

Distribute the cards to the public.

That's all there basically is toit. O course, there are nore
details you need to know, and those will be covered in this
report.

Thi s busi ness works especially well if there is a college in
your town, or any |arge nunber of people who either vacation
there or nove to town, but it can be run successfully in any
area. The best part (besides noney) is that you can run this
busi ness fromyour kitchen table! Here's exactly what you need
to do to make great profits in the discount card business.

First, think up a nane for your card. A catchy nane that has
words |ike DI SCOUNT, SAVER, MONEY, BUCKS, BIG FREE or other

dol l ar-saving words will stick in people's mnds. If you (or a
friend) have artistic ability, design a |ogo, either with your
card' s nane, or a picture conveying the noney-saving features of
t he card.
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Next, design how your card will look. It should fit easily into
a wallet, so stick to credit card size. On the front, your |ogo
shoul d appear, along with, at nobst, six ads, in three colums of
two. The back should be divided into, at nost, twenty ad spaces,
again in three colums (7 on the sides, 6 in the mddle). This
m ght sound like a lot, but they will be readable. Don't forget
to put your business nanme, address and phone on the front or
back, at the bottom of the card.

You shoul d al so put together a poster with your |ogo and

i nformati on about the card. Leave space for a list of |ocations
where the card can be obtained, and for a list of the
advertising businesses. This poster will be inexpensive for your
printer to produce, and can be produced on your conputer, if you
have one, reducing your expenses even further

Now figure your costs. The major cost to you will be printing,
so check with a nunmber of printers for price quotes. You will
want a one or two color glossy card, with price quotes for
quantities for 1,000 - 10,000 cards. Find out at what quantities
significant price breaks occur. This can help determ ne exactly
how many cards you want to produce and distribute. This nunber
will be inmportant when it conmes to contacting your advertisers.

Don't be put off by how much the cards will cost! You won't have
to worry about laying out a |lot of noney for the production of
the cards, because you should require that advertisers pay at

| east half of their advertising price at the tinme they decide to
advertise, the remainder when cards are distributed. Sone

busi nesses will prefer to pay 100% up front, which is just fine!
You shouldn't deal wi th businesses that won't pay anything up
front, unless you have sonme desire to deal with collection
headaches.

You shoul d be thinking about how to distribute these cards. If
there is a college in your town, here's a few ideas. Contact the
adm ssions departnent at the college, explain your discount

card, and see if they would consider putting a card into the
orientation materials each incom ng student gets. Al so, find out
pl aces where you may put a stack of cards for students to take.
Prime |l ocations are cafeterias and dining halls, snack bars,
libraries and any other places where students group

For the general public, great distribution spots are simlar to
the coll ege spots. Restaurants, grocery stores, theaters,
apartment buil di ngs, anywhere where there are | arge groups of
people. Don't forget that you can give a good supply to each
advertiser, to give free to their custonmers. Al you need to do
is a few good, persuasive phone calls, and your distribution
will be taken care of easily. Stress to the person you're
speaking with that naking the cards available to their custoners
wi || be good business for them even if they don't advertise on
the card, because their custonmers will appreciate being given

t hese di scounts and will | ook upon the business as their friend
for doing so

Now t hat you have your printing quotes, determ ne how nuch you



can charge for advertising. Estimate what your phone,
advertising, driving and postage expenses will be. Lunp these
all together and you have an idea of what your costs will be.
Now, nultiply that figure by five. Divide that figure by the
total nunber of advertisers you will have on your card. The
nunber you end up with is the average price you could charge per
ad. Does this sound reasonabl e, considering the nunber of cards
you'll be distributing? If so, it should make a good starting
poi nt .

For exanple, if you are planning to distribute 8 000 cards with
26 advertisers, and your estimated expenses will be $1,200, the
formula is ($1,200 x 5)/26, or $230-77 average ad price ($28-85
per thousand), and your profit would be $4,800. Considering the
benefits the advertiser will get fromthe cards (they will be
kept and used for a long tinme, usually 3 to 6 nonths, and 8, 000
people will be exposed to their ad repeatedly over that period
of time), this will probably be reasonable. You need to consider
the econony in your area, the size of your area, and any
conpetition you mght have, as this can effect what you may be
able to charge

VWhen you deci de how much to charge for ads, here are a few
things to keep in mnd. Ads on the front of the card should be
much hi gher priced than on the back, and, as a result, should be
slightly larger. On the back you can set two different ad rates
by putting using "boxed ads.” An ad with a bl ack box around it
will be noticed nore than one without, so it can be slightly

hi gher. A good exanpl e of ad prices corresponding to the above
average ad price would be $200 for a plain ad on the back of the
card, $230 for a boxed ad on the back, and $260 for an ad on the
front of the card

Now s the tinme to contact potential advertisers. Here is a
short list of the types of businesses that will be nost likely
to take advantage of this service:

Restaurants, particularly fast-food and snack establishnents
Theaters

G| change and auto parts busi nesses

Hair sal ons

Printers

Travel agencies

Formal wear stores

Dry cl eaners

C ot hing stores

This is not a conplete list, but it should give you an idea of
the types of businesses you need to contact.



Put together a list of the businesses you want to contact, and
send them a sal es package with full details about the cards, the
popul ation you will be distributing themto, and ad rates.

I nclude a postcard they can use to contact you if they're
interested. Here is an exanple of what you can put on the card:

Yes, | aminterested in talking with you about (card nane). A
good tine to contact nme woul d be . Please
call or visit.

Name

Busi ness

Addr ess

Phone Fax

If you are selling 26 ads, try to send information to at | east
200 businesses. This will help you easily get enough interested
busi nesses.

VWhen you contact businesses in person, be professional. Break
all the costs down so you can show them exactly how i nexpensive
this advertising will be. For example, if your card will be
"active" for six nonths, distributed to 8,000 coll ege students
and the ad the business is considering is $230, show t hem t hat

it will only cost 4/10 of a cent per nonth per cardhol der ($230
di vided by 8,000 people, divided by 6 nonths)! Al so, show them
that you're distributing the cards to an audience that will need
and use their services. College students will always buy pizza,
so if a particular pizza restaurant can snare the incom ng
students with this discount card, they'll have the edge over the
other pizza restaurants. This is how you wi |l nake successfu
sales. Stress the benefits that the business will get from
advertising with you, as well as the fact that this advertising
is targeted to a specific group, instead of everyone, which wll
make this advertising nore effective than, say, a newspaper ad.
Al so, let themknow that you will be preparing posters
advertising the card and the busi nesses that are advertising on
it, and that this will be extra FREE advertising for them

VWhen the conversation noves to paynent, insist (nicely!) that

t he busi ness pay at least half up front as a good faith gesture.
You are trusting themto pay the remainder, as they are trusting
you to deliver on your prom ses. Honest business owners shoul d
have no problemw th this.

Advertising copy nmust be direct and short, due to the limted
space. Ads should be three lines at nost, with the first line
for the business nane and phone, second line for a short
description of the business, and third Iine for discount. For
exanpl e,



JCE' S Pl ZZA 555-1234.
Best pizza in town!
10% of f | arge pizza.

VWhen you have your advertisers and their ads, get together with
the printer you've chosen. Your printer will help you with the
card layout, if you' re inexperienced. If you have a conputer and
a good typesetting program you may be able to produce the
masters for the printer, |owering your expenses.

VWile the cards are at the printers, put up your posters. Put
themin high traffic areas where the people you will be
distributing the cards to will see them Al ways get perm ssion
bef ore you put the posters up.

VWen the cards are done, distribute themto the | ocations you've
pi cked out, and collect the remai ni ng bal ances from your
advertisers. This whol e process can be done in your spare tine,
and should take no than four to six weeks. The exanpl e above

yi el ded a $4,800 profit, which is pretty good for that short
amount of tinel

Once you' ve done one card, do another one! Differentiate it from
the first by using a different name distribution to a different
group of people, and different advertisers. Here are some target
consumers groups to start wth:

Senior citizens

H gh school students

Famlies with children

Worren only / nen only

Si ngl es

By distributing your cards to highly targeted markets |ike

t hese, and contacting businesses that cater to these groups, you
can successfully build up a full-tine business that will be

hi ghly profitable!
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8) How To Make Money Without Leaving Your House
OVERVI EW

VWhen Ronal d Reagan took the oath of office for the
Presidency in January of 1981, one of his earliest pledges
was to make life a little easier for the small business
person. Reagan believed that Anerica was founded on the
backs of intrepid fol ks who took a chance and ganbl ed
everything they had on a chance to start fresh. Smal

busi ness today was the enbodi ment of that idea.

Less regul ation and | ower taxes during the forner
California governor's first termin office sent the nunber
of small business formations skyward and the industry,
despite increased taxes and regul ati on, has never | ooked
back. Today, as nmuch as ever, there are outstanding
opportunities in the small business market.

Thi nk about it. Big business puts out a controlled product
that appeals to the masses. Selling nationw de, there
isn'"t much attention paid to particul ar regiona
differences. Small business fills this void. 1t's not
necessary in an environnent of |ower overhead and nore
flexibility to have a product that necessarily appeals to
the masses. You m ght produce, out of your own hone, T-
shirts and apparel with | ocal slogans and insignia on them
This product will likely appeal to the locals and certainly
may have sone fascination for tourists, too. 1t's not
somet hing a major conpany is likely to fashion because of
its limted audience attraction. But you don't need to
sell as many units to operate a successful small business.

There are nunmerous exanpl es of small businesses having

| ocal flavor that become an overni ght sensation nationally.
Ben and Jerry's ice creamwas a Vernont tradition that
suddenly caught on big everywhere. Nunerous franchises and
grocery distribution outlets later, the original owers are
ready to cash in -- big tinel

Per haps you have that kind of anbition. It nay be that
your idea for a hone-based busi ness may have a nationa
market. It's wiser to start smaller if you don't have a
lot of initial capital. |If you have access to capital
that's a different story. Wayne Huzi enga, owner of the
Bl ockbuster video stores, borrowed heavily to finance his
outlets. The first store didn't make any noney. But he
believed in his idea -- to have nunerous vi deo copies
avail able for two or three nights at a tine. He thought
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people would pay a little nore for this kind of

conveni ence. The first ten stores didn't nmake any noney.
Neither did the first 100 stores. But Huzi enga knew
Americans. Suddenly the profits started to cone and

Bl ockbust er has devel oped into a commercial tradenmark for
nost shopping outlets in this country.

But you don't have to nmake it that big to be a financial
success. You can make thousands of dollars a week from
our own home w thout having to invest that nuch capital in
t he busi ness start-up

BEI NG YOUR OMN BGOSS

Most Americans dream of being their own boss. This is true
for many reasons. First, Anerica has that kind of prom se.
If you play by the rules, there is virtually nothing you
can't acconplish. Just ask any nunber of Korean and

Vi et namese imm grants who fled their countries to cone here
and start up their own businesses. They are truly a late
20th Century success story in this country.

Second, it's not often that much fun working for soneone
el se. There are plenty of rules to follow There are
specific hours to be in the office. There are specific
sal es goals that nust be nmet. And on and on. Your own
business isn't going to be a vacation, but when you go in
early and stay late, you're doing it for you; not the
person who signs your paycheck.

Third, the control of running your own business is both
exciting and, at tinmes, overwhelmng. Responsibility is at
your feet. There is no one to pass the blanme off to, but
smal I business owners woul dn't have it any other way. They
take a chance every day by running their own shop. Yet
many woul dn't trade it for working for soneone el se again
if they can possibly help it. The risks are great, but the
rewards can be greater

There are many sad stories around this country about people
who dreaned big, who had a good idea, but who coul dn't
sumon up the courage to take it any further than their own
t houghts. Afraid to take a chance, they passed up the
risks and the rewards of striking out on their owm. At the
end of their lives is always that doubt, always that

wonder, always that specul ation, about what their Iives
woul d have been like if they'd only taken that one chance.

The i ndependence that cones with being your own boss al so
calls for a rigid discipline on your part. Because you are
the one setting your own hours, there is no one to tell you
what tinme to start, what time to knock off, what tinme to
take lunch, how much work nust be acconplished each and
every day. This is the drill you nmust teach yourself. You
have to set your own goals and objectives, financial and
otherwise. You'll have to anal yze your market, what you



wi Il produce, how nuch it will cost to produce, who you
will distribute the product to and how nuch you will
char ge.

You will also know what your profit margin will be on each
unit. Knowing that, and how long it takes to produce one
unit, will help you to set up your work schedule. It m ght
be ten to twelve hours a day to start, much | onger than you
wor ked for soneone else. But instead of a paycheck equa

to a small portion of the profit, you Il keep the entire
profit margin for yourself. 1It's a whole new worl d!

THE CONTI NGENT WORKFORCE

Layof fs at big business has become a way of life.

Conpani es are constantly undergoing a reshuffling of the

pl ayers and the conpani es under their unbrella. The

i nformati on age produces instant results data, the anal ysis
of which can be acconplished quickly. Once digested,
conpani es make noves much earlier than the past. Products
evol ve so much faster today and the inprovenent in
technol ogy can nean the need for |ess human invol venent.

But technol ogy has a bright side. Conmputers, fax machi nes,
nodens and tel ephone answering nmachi nes have evol ved to
reasonably priced equi pnent which, when set up in your own
hone, can nake you an instant player in whatever field you
choose to work. The future of America may well be in
peopl e worki ng at hone and communi cati ng with each ot her

t hrough i ncreasi ngly sophi sticated equi pnent.

Let's say you work for ABC Company, a large firmthat is
undergoing its ninth rightsizing nove of the year. This
time around you get the pink slip. Services no |onger
needed at the end of the nonth. Here's two nonths
severance pay. See you later. |It's been a great ten
years.

This is not uncomon today. There have been thousands of
| ayof fs at the Fortune 500 level in the |ast decade. But
unenpl oyment has not changed that dramatically! Wy?
VWere are these people going? Wy aren't nore of them
filing unenpl oyment clains, especially as Congress nade
several efforts to extend benefits to the unenpl oyed?

Sonme of these people were able to find full-tine work
relatively quickly. Still others took the severance
package and sinply retired, being eligible (or close to it)
for Social Security and perhaps a pension benefit. Many of
t hese individuals becane a part of what has come to be

call ed the contingent workforce.

The conti ngent workforce consists of tenporary, part-tine,
contract and | eased enpl oyees along with people who sinply
decided the tine was never better to start their own
business. This is the group that doesn't have a true



enpl oyer - enpl oyee rel ati onship, yet are working and often
maki ng nore noney than their full-tine |abors yielded in
t he past.

Not everyone likes it. But the chance to be your own boss
has appeal ed to many Anericans, those with that true early
pi oneer spirit that forner President Reagan spoke

so warmy about during his tenure as the nation's Chief
Executive. Arnmed with today's technol ogy, many have set up
their own busi nesses and gone to work -- for thensel ves!

They' ve established their own businesses after deciding
what fields they want to go into. It may be the field they
just abruptly left -- or it may be something they've | onged
to do for some tinme. Perhaps it's a hobby they believe can
make it big. Ask Ms. Fields, whose cookies that pleased
friends and fanmily are now being eaten in nearly every
maj or airport food court in the country.

Wbrking as a contract or tenporary or |eased enpl oyee gives
you the benefit of a paycheck w thout rmuch of the stress.
You go hone at the end of a day without the same worry you
carried as an enployee -- unless stress is just part of
your character! But this isn't the same as working for
yourself as nore and nore people are finding out.

The downsi zing by big business in the | ast few years has
created the opportunity for many to finally make the big
push -- and start their own conpany. They are the
President! And V.P., Secretary, Treasurer and all of the
other jobs to start. But there is always light at the end
of the tunnel and if you never take the chance, you could
be another of those sad stories where, in the sunset of
life, you sit and wonder what m ght have been ..

CHOOSI NG YOUR HOVE- BASED CAREER

There is one thing you can count on when you begin your own
busi ness. You won't be bored. There are plenty of details
to acconplish, a nunber of tasks that await each day. You
won't find yourself |ooking at the clock nmuch, that's for
sure!

VWhat do you do? That's easy! \What ideas do you have?
More inportantly, what would you like to do? What are your
current interests? Wat hobbies do you have that you'd
like to work at nmore and make them pay?

Let's say you have a vivid interest in history. You've
spent a lot of tinme reading history books. Let's say

you' ve even specialized and do nost of your readi ng about
the Arerican Civil War. Do you think there m ght be

somet hing you can do about the G vil War?

O course there is! If you have a conmputer and subscri be
to the Internet, why not try polling people via E-Mi
about their interest in a Cvil War newsletter that you



will publish nonthly -- on linel A substantial interest
will set you to coming up with a subscription price and to
begin enrolling people. |[If you have enough interest, this
could be your full-time job. You'll spend the nmonth com ng
up with the assorted itens for the nmonthly newsletter, from
articles about unusual aspects of the war, to
commenor ati ons of anniversary related events that nonth to
news about neetings held everywhere for other Gvil War

ent husi asts to book reviews of the [atest volunes witten.
If you have an interest in the Gvil War, you'll know that
there isn't any period of history which has generated nore
i nterest and nore books about the particul ars.

But what if you're not into conputers? If it's the Gvil
War you're interested in, contact the local universities
and col | eges and find out who teaches the subject on their
canpus. Contact those individuals first for suggestions.

It could very well be that they long to wite their own
book about the G vil War, but don't have the tinme during
the acadenic year to do the necessary research to wite it
on their sumer break. You have the tinme, though, and they
may be willing to hire you as a researcher for them

You should al so buy any G vil War magazi ne (current issue
if possible) you can lay your hands on and turn to the
classified sections of their pages. Read everything you
can. There may be direct advertisenents needi ng hel p or
nanes and conpanies with interests in the Gvil War whom
you can contact. Find out if there are any local Cvil Wr
Roundt abl e chapters in your area. Find out if there are
any Sons of Confederate Veterans (or Union) or United
Daught ers of the Confederacy (or Union) chapters |ocally.
Attendi ng those neetings will bring you into contact with a
nunber of |ike-m nded individuals. Sonme of these folks

m ght pay you to wite about their ancestors. O they may
know publ i shers who specialize in Cvil War history that
would be willing to listen to an idea you had for a book

O you could contact some |ocal comunity coll eges and out
toget her your own course on the Civil War and get paid to
teach it.

This is the kind of analysis you need to do with any of
your ideas. Make lists! Put your idea at the top and
think of all the possible connections to it. Leave no idea
out! Nothing should be considered silly or off-limts!
This is your business now The nbst obscure contact can
yield the greatest results. Try them all

This should al so serve notice that any idea is possible for

business. If it's sonmething you like to do, why not try
it? Many of these ideas can be followed up on your own
time even while you're still working for soneone el se.

If you hate the job you're currently in, wouldn't it be
great to work at sonething you truly love? Especially if
what you | ove has an interest for others -- enough interest
to have soneone put down a few bucks for your product or



service. The Civil War is a great exanple. People that
have an avid interest in it will shell out a fewdollars to
read anything about the subject. The nore they read, the
nore they want to know. And there are thousands of ideas
that can sustain the same kind of interest!

Securing clients for your service is the key. New
subscribers to a newsletter will nobre than offset the ones
who, for whatever reason, don't renew. The nore new
customers you obtain, the nore likely your business wll
experi ence trenendous success.

Prospecting for new clientele is an ongoi ng process. It
never stops! Some people may not care for that end of the
busi ness, but you'll be different. Wy? Because you're

wor ki ng in your own business, doing what you love to do in
an area that you have a great ampunt of know edge and
curiosity in. Wen you talk about it, there will be no
hiding the fact that you truly believe in your product or
service. Talking about it is fun. Talking about it is
prospecting. Hence, prospecting is fun!

How do you get people to open up today when you're in a
conversation with then? You ask them about a subject you
know they like -- and then let themtalk. Prospecting in
your business is going to be nuch like that. You' re going
to feel conpelled to talk to peopl e about a subject because
it's your favorite topic. Those that share that interest
are going to like listening -- and tal king about it!

They' re prospects! They're interested! They're potential
clients!

You may choose to advertise your product or service. This
has nmore start-up costs to it, depending on where you
advertise. Try and be market-specific! |In other words,
advertise to an audience nost likely to be interested in
your subject matter. For CGvil War buffs, there are plenty
of magazi nes that you can target an audi ence through
successfully. Advertising the same product or service

t hrough your |ocal newspaper at two or three times the
price makes | ess sense since it's nore noney and not as
efficient.

You can al so reach an audi ence through some type of direct
mail. This also carries a significant expense in terns of
postage costs. Thus you want to be sure that you are
reachi ng an audi ence base nost likely to respond. This
shoul d be a secondary approach, however. Reaching out via
the phone lines is nore cost-effective.

You can start getting news out about your product or
service through your famly and friends. They can do a | ot
of word of mouth advertising for you. The nore people they
talk to, the faster the word about your business gets
around. If you are also prospecting by calling others,
even renote acquai ntances, all the better. The nore people
that know, the nore likely you can get some referrals.



This is the hardest part of the business -- getting enough
peopl e to know about what you're doing. But once you know
how to do it and you' ve started the nmachine rolling, this
all becones easier. You may end up with nore clients than
you know what to do with -- a great situation to have!

There are a nunber of resources out there for you to review
and contact as you get started. The advice and information
you can obtain may help you to avoid sone of the nore
common ni stakes. Every connection you make m ght |ead you
to a nest of prospects. Many of the organizations listed
here can help you focus in on the right direction and save
you time and noney pursuing people who have no interest in
what you' re doi ng.

RESOURCES AVAI LABLE TO GET STARTED
Publ i cati ons:

Wor ki ng From Horme, by Paul & Sarah Edwards (Jeremny P.

Tar cher, publisher, 1994)

Maki ng Money Wth Your Conputer At Home, by Paul & Sarah
Edwards (Jereny P. Tarcher/Perigee, publisher, 1993)

The Wor k- At - Hone Sour cebook, by Lynie Arden (Live Gak
Publ i cati ons, publisher, 1994)

Honemade Money, by Barbara Brabec (Betterway Books,
publ i sher, 1994)

Retired? Get Back In The Gane! by Jack & El ai ne Wnman
(Doer Publications, 1994)

How To Make Money Wth Your PCl A Guide To Starting and
Runni ng Successful PC-Based Busi nesses, by Lynn Wl ford
(Ten Speed Press, 1994)

How To Succeed As An I ndependent Consultant, by Herman
Holtz (WIley & Sons, publisher, 1993)

Newsl etter: Barbara Brabec's Self-Enpl oynent Survival
Letter, binmonthly newsletter, $29/year, P.O Box 2137
Naperville, IL. 60567

Newsl etter: ReCareering Newsletter, nmonthly, $55/year
Publ i cations Plus, 801 Skokie Blvd., Suite 221, Northbrook
IL. 60062

Audi o Tapes: How To Make Miney Doi ng Research Wth Your
Conputer, by Sue Rugge, contact: Here's How, 2607 Second
St., Suite 3, Santa Monica, CA. 90405

Audi o Tapes: How To Publish A Profitable Newsletter: The
Reasons and A Roadmap for Getting Into Newsletter
Publ i shing with your Conputer, by J. Norman Goode,
contact: Here's How, 2607 Second Street, Suite 3, Santa
Moni ca, CA. 90405

Organi zati ons and Associ ati ons:

Hone- Based Busi ness Ti ps

[includes a free start-up guide]
Contact: Answer Desk

U S. Small Business Adm nistration



409 Third Street, SW
Washi ngton, D.C. 20416
1-800- 827- 5722

Hone- Based Manuf acturing Operations
Wage and Hour Division

Enpl oynment St andards Adm nistration

U S. Department of Labor

200 Constitution Avenue, NW Room S3516
Washi ngton, D.C. 20210

(202) 219-7043

Aneri can Associ ati on of

Pr of essi onal Consul tants
9140 Ward Par kway
Kansas GCty, MO 64114
(603) 623-5378

Aneri can Federation of Small Business
407 S. Dearborn Street

Chi cago, IL. 60608

(312) 427-0207

Aneri can Hone Busi ness Associ ati on
397 Post Road

Darien, CT. 06820

(800) 433-6361

Ameri can Honme Sewi ng Associ ation
1375 Broadway 4th Fl oor

New York, NY 10018

(212) 302-2150

The American Society of
Interior Designers

1430 Br oadway

New York, NY 10018

(212) 944-9220

Associ ati on of Desk-Top
Publ i shers (AD TP)

Box 881667

San Di ego, CA. 92108-0034

Associ ation of Electronic Cottagers
(accessi ble on-1ine through the Wrking
from Home Forun)

CompuServe Information Service

5000 Arlington Centre Boul evard

Col umbus, OH. 45220

(800) 898-8990

Chartered Designers O America, Inc.
P.O Box 348

El mwod Park, N. J. 07407

(201) 794-1133 or (201) 797-0657



Famly FirmliInstitute
P.O Box 476

Johnst own, NY 12095
(518) 762-3853

I nternational Associ ati on of
I ndependent Publ i shers

P. 0. Box 703

San Franci sco, CA 94101

(415) 922-9490

International |Information/Wrd
Processi ng Associ ation

1015 N. York Road

WIIlow Gove, PA 19090

(215) 657-6300

Mot hers Home Busi ness Net wor k
P. Q. Box 423

East Meadow, NY 11554

(516) 997-7394

Nat i onal Associ ation for the
Cottage I ndustry

P. 0. Box 14460

Chi cago, IL. 60614

(312) 472-8116

Nat i onal Associ ation of Desktop
Publ i shers ( NADTP)

P. O Box 508

Kennore Station

Bost on, MA. 02215

(617) 437-6472

Nat i onal Association of Entrepreneuri al
Coupl es

P.O Box 700

Apt os, CA. 95001- 0700

Nat i onal Association for the Self-Enpl oyed
2324 G avel Road

Ft. Worth, TX. 76118

(817) 589-2475

Nat i onal Associ ati on of Wonen Busi ness Omers
600 S. Federal Street Suite 400
Chi cago, IL. 60605

Nat i onal Computer G aphics Associ ation
2722 Merilee Drive Suite 200

Fai rfax, VA 22031

(703) 698-9600

News| ett er Associ ati on
1410 Wl son Blvd. Suite 403
Arlington, VA 22209



(703) 527-2333

Support Services Alliance
P.O Box 130

Schocharie, Ny 12157
(212) 398-7800

HOVE BASED OPPCRTUNI TI ES

There are a few businesses that you can get up and runni ng
quickly if time is of the essence. |If you' ve just lost a
job or you can't take the one you have nuch | onger, here
are a couple of fast start ideas.

1. Private Tutor. To start this business, you would have
to be qualified in at | east one academ c subject, have sone
teaching skills and experience (being a training instructor
could qualify). The subjects usually needing tutoring help
are math, foreign | anguage and any of the sciences. It's

| ess demandi ng than full-tinme teaching and you don't have
to put up with the bureaucracy. It wll undoubtedly be
eveni ng and (perhaps) weekend work, but you can charge
anywhere from $25 to $75 per hour dependi ng on the subject.

2. FErrand runner/driver. Mny businesses today are in
need of a runner to bring material around fromplace to

pl ace. A conpany who does a lot of printing nmay need
constant business to printer assistance. As |long as you
have your own car and are a safe driver, you're in

busi ness. You don't need to | earn anything about
conputers, either. you're sinply in business. You wll
likely always be on call during the week (maybe Saturdays)
and if you don't like traffic, this could be a problem

You should be able to canvass |ocal businesses for work and
be pai d upwards of $10 per hour. Your auto insurance agent
shoul d be informed of the new use for your car

3. Conputer services for small businesses. You'll need a
conputer, |aser or bubblejet printer and a fax machine to
of fer these services, but many small busi nesses need the
assistance. It might be in copywiting, mailing prograns,
newsl etters or naintaining a billing foll ow up database.
You can charge from $20 per hour and up dependi ng on the
work. It's easy to get going since you' ve already got the
conputer in your home. Canvass businesses locally for work
after you' ve devised an attractive flyer listing and
selling your services.

There are other jobs that may require nore set-up, but can
fantasti c noney-nmaki ng opportunities. Anobng these are:

1. Tax preparer/bookkeepi ng services. Being conmputer
literate will help you handl e several dozen clients all at
once. You may need sone training if you are not a CPA but
software prograns today nake it easier to wal k through even
the nost conplex tax situations. You will be overwhel ned



during the tax season of January to April, but you can
charge from $25 to $50 per hour and nake enough during the
first four nonths of the year to al nbost get you through the
remai ni ng nont hs.

2. Specialty grower. Let's say you have sone |and and you
| ove to garden. You enjoy working outdoors and are tired
of working inside a building for a living. Wy not becone
a specialty grower? CGournet stores all over the country
are |l ooking for the unusual in the way of plants and edible
flowers. Herbs are also popular. You can even sell the
crops you grow at the local farmer's market on Saturday
nmornings. |f you already have the land and the desire to
do this, why wait. Start it part-tinme if you want, but you
may find dozens of outlets for your goods if they are up to
the test. The risk is bad weather naturally, but it's a
chance worth taking if you | ove gardening.

3. Cdeaning services. You'll need lots of supplies for
this, but comrercial building maintenance people are often
on the | ookout for good help in this area. You'll need a

| ot of cleaning supplies, but if you can handl e the evening
hours and can find reliable assistants, this can be a gold
m ne business especially if you specialize in the hard-to-
do work like swimm ng pools, blinds and wi ndows. People
hate to do wi ndows. You can charge per house or, for
commer ci al buil di ngs, per hour.

4. Massage therapist. |If you' re good at giving nmassages,
consider getting a license or certification to be a massage
t herapist. Health clubs, running clubs, conventions al

are good candi dates for your work. You can earn up to
$100/ hour but you have to be in good physical condition
Arm hands and back strength are particularly inportant.
Your hours are your choice!

5. Caterer. |If you like to cook, consider the catering
business. |If you have a good kitchen set-up and can cook

| arge volunes well and have a few handy unusual, but tasty
reci pes, you can be become a local party favorite. Repeat
busi ness is the nane of this gane and you can charge per
person for your catered nmeals or appetizers. Ethnic dishes
are the in thing for parties these days and the nore
diversified you are the better

6. Conputer consultant. |If you are a programer, this is
certainly a job that can lend itself to contract |abor, run
out of your own home. Conpetition is heavy, but once you
have a few clients, you will likely nake an excell ent
living at sonething you' re good at and probably enjoy.

$50/ hour is the low starting rate for programmers and you
can charge nore based on your expertise and the problemto
be solved. The nore diversified your experience, the nore
likely the calls coming in for your services. You wll
need to stay up on current technol ogy, but nost progranmmers
do this naturally. There are a plethora of mmgazi nes and
ot her publications about the |atest and greatest



technol ogy. Canvass |ocal businesses to ascertain their
conputer needs. You're only selling your services, so the
cold calling is a |l ow pressure thing. Most businesses have
some conpl ai nt about their conputer system and are | ooking
for easy answers from soneone that is | ocal and knows what
they're doing. Solid conputer expertise is invaluable to
smal | busi nesses.

7. Bed-and- breakfast accommopdations. Wuldn't it be great
to operate a bed and breakfast in the mddle of a territory
that attracts thousands of tourists and other travelers
each year? |If you' ve a knack for hosting people on a full-
time basis and have the house to convert to a couple of
extra bedroons, you can be in business. It's truly full-
time, even though you' re only serving breakfast. There's
laundry to do, there's beds to be nade, bathroons to clean
and reservations to handle, but it can often be done at a
eisurely pace. Roomrates are $75 per night and up, so the
nmoney can add up pretty fast. Be careful of burnout,
however, as there are no holidays fromthis job, unless you
have anot her person/coupl e take over for a couple of weeks.

8. Arts & Crafts. If you have a propensity for things
arts and craftsy, you should consider selling your goods
for a living, part or full-time. Have you ever wal ked
around an art show? There are plenty of these around and
you can get a booth and earn back your expenses for the day
with one sale. If you love to paint, or scul pt, or nake
pottery or whatever, there is a lot of potential for you.
You can al so starve, too, but you don't start up the

busi ness thinking that. Businesses buy lots of arts and
crafts each year for their firns' decorations or for sales
contest prizes, convention awards and the like. |If you are
al ready doing this, you probably have studi o space in your
house plus sone supplies to get going. Step it up to the
next |evel!

There are many ot her types of hone-based opportunities
which may require nore specific skills, |onger training or
nmore tine to get up and running. They are no | ess useful
however. Here are a few ideas for you

* Account i ng/ Bookkeepi ng

Smal | busi nesses nmay be especially reliant on contract help
for this type of work since many of them may not be | arge
enough to have their own accountant and/or bookkeeper on
staff. Book resource: Establishing An Accounting
Practice. Available from Bank of America, P.O Box 3401,
San Franci sco, CA. 94137.

* Apiary

Rai si ng bees for honey can be a part-tine effort if you
have an interest in this type of activity. This is not a
busi ness for those with no experience in this area, but for
t hose al ready doing sonething along this |line, or have a
hobby for it, try ordering the book ABC and XYZ of Bee
Culture fromthe A l. Root Library, current edition, Garden



Way Publishing, Charlotte, VT. 05445

* Bal |l oon Rides

Popul ar in areas where the weather is nice, year-round, hot
air balloon rides are popular gifts for special occasions
like a birthday, anniversary, Valentine' s Day and ot her
hol i days. Those of you who are trained aeronauts can step
into a needed void as a pilot for this craft. You can
start as a pilot, perhaps, and then accunul ate capital to

i nvest in your own balloon. Oher than advertising and the
cost of the balloons and their upkeep, little else is

requi red except sone w de open spaces.

* Beauti ci an

This is a popul ar home-based business. An investnent in
the essential beautician supplies and chair can get you
started. There is a licensing course that varies by state.
Al'l you need for this, other than the start-up nerchandi se
is an extra roomin the house or a garage. |If you're
wor ki ng for someone now and were wondering how to break
away, it only takes a few dollars and your clientele to
follow you. This happens quite frequently. Book resource:
Start and Run A Profitable Beauty Sal on. Author: Pau
Pogue. Avail able from TAB Books, Blue Ridge Sunmit, PA
17214. 1t's a conpl ete busi ness gui de, organi zed for easy
followi ng of the text.

* Canni ng

VWal k into a country restaurant |ike the Cracker Barrel and
the first thing you cone to is a foyer/waiting area where
there are a variety of goods, including a nunber of
specialty food itenms. Pickles, sauces, jellies, many of

t hem homenade all sit waiting for a buyer. And people will
buy these specialties! Specialty coffee shops and gour net
stores are always on the | ookout for the new treat they can
feature. Wiy not sell to these stores if you have a tal ent
for this kind of cooking? You can start out part-tinme and
see how the demand and the inconme goes fromthere. The
next tine you're in a specialty food store, ask about their
di stribution.

* Chair Caning

Country styles for homes are as popular as ever and the
ability to cane chairs can bring in a sizable anmount of
side incone if you have the talent for this type of work.
If you're already doing it as a hobby, you've already

est abl i shed the necessary work shop, know where to get
materials, etc. The only thing that remains is who to
distribute to, a decision that may involve both private and
public sales. There are locals who would certainly hire
you to handle a chair or two for them personally. There
are also specialty furniture stores and outlets with whom

you can also contract. You'll have to do a little research
on it, but the possibilities are there to expand a hobby
that may already give you many hours of joy. It's tine to

cash in on that and get your home-based business off the
gr ound!



* Cheese maki ng

Li ke making jellies and pickles, the art of cheese maki ng
can also be turned into a tidy profit center for you,
distributing to some of the sane chains and specialty food
stores. Cheese has been and will continue to remain a
sought after food. Book resource: Making Honenmade Cheeses
And Butter, by Phyllis Hobson, Garden Way Publi shi ng,
Charlotte, VT. 05445.

* Chi mey Sweepi ng

Wbodbur ni ng stoves and fireplaces are still dom nant hone
items and the skill of chimey sweeping is a fine one with
a nunber of business opportunities to choose fromin plying
this trade. Very little equipnment is necessary and it
won't take long, if you have the ability and Iiking for
physi cal |abor, to becone proficient at this work. Book
resource: Chimeys and Stove C eani ng, Garden \Vay
Publ i shing, Charlotte, VT. 05445.

* Consul ting

If you've been in a specific field for a length of tine,
you've likely built up an arsenal of know edge about your
subject. The nore you know, the nore you can offer any
person or firminterested in breaking into, expanding or
becom ng nore conmpetent in this area. |If your nane is
recogni zed, so nuch the better. Consultants can earn high
hourly fees, expenses paid for. Book resource: Advice --
A High Profit Business, by Herman Holtz, WIley
Publ i cati ons, New York.

* Copy Services.

Thi s woul d obviously require the purchase of a copy

machi ne, the nore versatile the better. You'll be
surprised at the nunber of individual needs for this

machi ne. At 7-10 cents a copy, the nachi ne would pay for
itself relatively quickly. Booklets and collating services
for small businesses can be a relatively lucrative
practice.

* Floral Arrangenents

You don't necessarily have to grow flowers to do this. You
can purchase, nmake up el aborate flower arrangenents and
resell them Dried arrangenents and weaths are popular in
season. Sone advertising and conpetitive pricing can
generate a substantial workload for you.

* Home mai nt enance

How many times have you heard that someone is |ooking for
help to do a few odd jobs around the house. O for a
painter? O soneone that can do a variety of work from

| andscaping to electrical wiring? |If you re good at
putting up wal |l paper, laying carpet and other assorted
tasks, advertise!l The nore diverse the skills you
publicize, the better your chances of regular enpl oynent.

* | nsurance Sal es



Many people start off in this field on a part-tinme basis
until they realize that a few sales a week will triple and
quadrupl e the income they're used to making. This field is
not for everyone. It requires extraordinary discipline and
a desire to succeed along with the belief that you're
assisting people with their financial goals and objectives.
But if you can handle it, the insurance profession can be
one of the nost lucrative for working out of your hone.
Overhead is relatively low You can get |icensed through
your state's insurance departnent, |ocated in your capito
city. It may require a certain anmount of training and
definitely an exam but once passed, you can seek out

i nsurance conpani es who would be glad to work with you.

Thi nk of what your niche market m ght be. Wo are your
natural business associates and friends? These will be
your first potential clients and you might test them by
asking their interest in having you do an analysis of their
financi al goal s and objecti ves.

* Kennel operator

If you like animals, this could be a strong hone-based
opportunity for you. Pets will always need to be boarded
and, although sonme capital will be required to set it up,

it can be a lucrative business just for doing what you | ove
-- taking care of animals!

* Mail -order business

This is a new rage anong the home-based opportunity seekers
in this country. You can start your own nail -order

busi ness quite easily and if you advertise in the right
publications, generate an anple anount of business. Book
resource: How To Start and Operate A Mail O der Business,
by Julian L. Sinon. Publisher: MGaw Hll, New York
10020.

* Meal s for Handi capped

Cont act your |ocal social services for the disabled and
elderly to see if there is any openings for soneone who can
cook neal s out of their house and deliver them This often
i nvol ves a hot neal for lunch and a cold neal for dinner
which is left with the client at the sane tinme. |If you
like to cook, this can be another outlet for your talents.

* Music

There are a nunber of opportunities for those with nusica
talent, especially songwiting. There are plenty of great
voi ces out there, but a dearth of good material to sing.
Some of the better artists along with the up and comi ng
ones are always on the | ookout for new artists adept at
this skill. Book resources: Making Money Maki ng Miusic (No
Matter \Where You Live), by James Dearing, and Song Witer's
Market- current edition, fromWiter's D gest Books,

G ncinnati, Onhio 45242.

* Pet breeding
As long as you're considering a kennel career opportunity,
you m ght think about breeding, an aninmal specialty that



can earn you many dollars. Breeding can be by specific
request or you can sinply breed to produce aninals for

| ocal pet shops |like hansters, cats and dogs. This

busi ness can be run in conjunction with the kennel. You
can sell to the pet shops or take your business directly to
t he public which can earn you a higher fee, since you don't
have to pay the retailer

* Real Estate Sal es

If you like houses and don't m nd working the
eveni ng/ weekend hours, this could be a very rewardi ng
career for you. Sales of houses can make you sone | arge
conmi ssions even for one house. You have to be very

organi zed and al ways on the | ookout for new listings, but
once you' ve sold a few houses in an area, word of mouth
will get you your next clients. The real estate market has
been depressed the | ast few years which creates an
opportunity for those that are adept at selling hones.
Sellers will tend to mgrate towards the successfu

Realtor. There is a licensing course involved, but you can
take this while you're still working at your old job. Like
i nsurance, many people start this business part-tinme, until
they sell their first big house and see how rmuch noney they
can make from one sale.

* Rental Property Manager

If you live in a vacation area with a nunber of condom ni um
units, you will likely see numerous advertisenents for
someone to nanage the units for rental. There could be
some smal |l nai ntenance duties required, too. But
essentially you are collecting rent, advertising for new
renters and managi ng the properties for the owner(s). It
may well require that you live in the conplex, but this can
often be part of the conpensation package. Wat a great
way to live near the beach or in some fantastic resort

spot. This can be the job for those people who have gone
on vacation and wi shed they didn't have to go back to rea
life.

* Repair of Equi prment

Every home is equi pped today with all the nodern

conveni ences: television, VCR stereo, refrigerator

m crowave, stove, dishwasher, etc. Al you have to do is
know how to fix these pieces of equipnment and you'll have a
new home- based business. This might be conmbined with the
general all around mai nt enance busi ness opportunity
mentioned earlier. A skilled repair person is difficult to
find as is the general odd-job fix-it-up person. |If you
have any talent in these areas, there are plenty of |oca
options for you to attract business. People can't do for

l ong wi thout their conveni ences and the demand will be
there for the work. Consunmers will bring the appliance
into the repair shop, but in this age of handi ness, would
rat her have soneone cone out and repair it -- it's easier

* Secretarial Services
Smal | busi nesses can be counted on to | ook for help on a



contract basis from soneone with specific secretari al
skills. A physician's office may be | ooking for a nedica
records person or an insurance billing clerk on an

i ndependent basis. The entire nedical field, inits
novenent towards managed care, is looking for sinplified
answers to common admi nistration tasks. This isn't the
only industry utilizing outside secretarial services. |If
you have the skills and the small capital needed for the
basi c equi prent, you're in business! Book resource:
Starting Your Om Secretarial Business, by Betty Loogren
and G oria Shoff. Published by: Contenporary Books,

Chi cago, IL. 60601

* Shar peni ng Servi ces

In many hardware, sewing and fabric stores, you may notice
an advertisenent for sharpening services. Scissors and
other craft tools can be sharpened | ess expensively than
purchasi ng a new one. Oten these busi nesses contract out
the I abor for the service. |If you know how to sharpen

t hese types of objects, perhaps even doing it for yourself
as you knit or make crafts, then you can turn this into a

lucrative side business. Al you'll do is call on your
store clients once or twice a week and pick up new work and
drop off conpleted jobs. It's an unusual, but needed

usef ul ness.

* Sign Design & Painting

Every where you | ook across this great country, you'll find
-- signs! Homes, businesses and individuals are all sign
candi dates. Advertising for and specializing in all type
of sings, banners and, if you learn it, even bill boards,
can create a substantial side business which will grow into
full-time, profitable work for you

* Tel ephone Answering Service

Many smal | busi nesses are one or two person shops who have
no one but an answering machine to pick up calls should
they have to |l eave the prem ses. There is a great anount
of business |lost as a result; business which can cost the
firmthousands of dollars as someone hangs up when they
can't reach a human voi ce and dials another nunber where
they can. As an answering service, you can be that human
voice at the other end. Even if you are just taking the
nmessage, people have confidence when they can talk to a

person in a service-oriented business. |If you can add a
couple of lines to your existing hone phone system you're
in business. A fewclients and you'll be taking nessages

general ly just during the day. There are organizations who
| ook for answering services to be on later call for product
ordering and simlar tasks. This can be a very profitable

venture -- just for tal king on the phone!

* Witer

There are a nunber of chances to obtain work doi ng
opywiting. The witten word is still very much in demand

and you can attract a substantial anobunt of business in
this area fromsnmaller firms -- even just for their basic



correspondence. Distressingly, people don't possess the
same witing skills as they did en nasse a few years ago
and hence could use the assistance. The better a letter or
docunent or brochure is crafted, the nore likely the

business will do well. This nmeans work for witers in al
phases of industry. A conputer at honme can be all the
over head you'll need.

Summary

Hone- based busi nesses are the chances of a lifetinme for

many of us. It's the opportunity to be your own boss.

This is not work without risk. Know edge of howto run a
business is critical. For that reason, consider contacting
one of these Small Business Devel opnent Centers for help in
br eaki ng out on your own -- and the information every

enpl oyer needed to know. That's right! You're a bona-fide
enpl oyer now

Dal | as: 8625 King George Drive, Dallas, TX 75235-3391
(214) 767-7633

Kansas GCity: 911 Walnut Street, 13th Floor, Kansas City,
MO, 64106 (816) 426- 3608

Denver: 999 18th Street, Suite 701, Denver, CO 80202
(303) 294-7186

San Franci sco: 71 Stevenson St. San Franci sco, CA. 94105
(415) 744-6402

Seattle: 2615 4th Avenue, Rm 440, Seattle, WA, 98121
(206) 553-5676

Boston: 155 Federal Street, 9th Floor, Boston, NMA. 02110
(617) 451-2023

New York: 26 Federal Plaza, Rm 31-08, New York, NY 10278
(212) 264-1450

Pennsyl vania: 475 Allendale Rd. #201, King of Prussia, PA
19406 (215) 962- 3700

Atl anta: 1375 Peachtree St. NE, 5th Floor, Atlanta, GA
30367 (404) 347-2797

Chicago: 300 S. Riverside Plaza Suite 1975 South, Chicago,
IL. 60606 (312) 353-5000

CGet FREE astrological alerts & FREE 6nmb email for life!
send a blank email to astroupdate@etresponse. com
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9) The Necessity of Financial Planning

This Report was first published in booklet form designed to equip instructors of the National Small
Business Training Network course "Financial Management: How to Make a Go of Your Business"
with the information required to acquaint the small business owner/manager with the basic tools
of sound financial management. It supplements the course guide materials; it is not intended to
replace their use by the instructor.

The booklet may also be used by anyone interested in learning the concepts
of financial management.

I. The Necessity of Financial Planning

There is one simple reason to understand and observe financial planning in
your business--to avoid failure. Eight of ten new businesses fail primarily
because of the lack of good financial planning.

Financial planning affects how and on what terms you will be able to

attract the funding required to establish, maintain, and expand your
business. Financial planning determines the raw materials you can afford to
buy, the products you will be able to produce, and whether or not you will
be able to market them efficiently. It affects the human and physical
resources you will be able to acquire to operate your business. It will be

a major determinant of whether or not you will be able to make your hard
work profitable.

This manual provides an overview of the essential components of financial
planning and management. Used wisely, it will make the reader--the small
business owner/manager--familiar enough with the fundamentals to have a
fighting chance of success in today's highly competitive business
environment.

A clearly conceived, well documented financial plan, establishing goals and
including the use of Pro Forma Statements and Budgets to ensure financial
control, will demonstrate not only that you know what you want to do, but
that you know how to accomplish it. This demonstration is essential to
attract the capital required by your business from creditors and investors.

What Is Financial Management?

Very simply stated, financial management is the use of financial statements
that reflect the financial condition of a business to identify its relative
strengths and weaknesses. It enables you to plan, using projections, future
financial performance for capital, asset, and personnel requirements to
maximize the return on shareholders' investment.

Tools of Financial Planning
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This manual introduces the tools required to prepare a financial plan for
your business's development, including the following:

* Basic Financial Statements--the Balance Sheet and Statement of Income

* Ratio Analysis--a means by which individual business performance is
compared to similar businesses in the same category

* The Pro Forma Statement of Income--a method used to forecast future
profitability

* Break-Even Analysis--a method allowing the small business person to
calculate the sales level at which a business recovers all its costs or
expenses

* The Cash Flow Statement--also known as the Budget identifies the flow of
cash into and out of the business

* Pricing formulas and policies--used to calculate profitable selling
prices for products and services

* Types and sources of capital available to finance business operations
* Short- and long-term planning considerations necessary to maximize profits

The business owner/manager who understands these concepts and uses them
effectively to control the evolution of the business is practicing sound
financial management thereby increasing the likelihood of success.

II. Understanding Financial Statements: A Health Checkup for Your Business

Financial Statements record the performance of your business and allow you
to diagnose its strengths and weaknesses by providing a written summary of
financial activities. There are two' primary financial statements: the

Balance Sheet and the Statement of Income.

The Balance Sheet

The Balance Sheet provides a picture of the financial health of a business
at a given moment, usually at the close of an accounting period. It lists

in detail those material and intangible items the business owns (known as
its assets) and what money the business owes, either to its creditors
(liabilities) or to its owners (shareholders' equity or net worth of the
business).

Assets include not only cash, merchandise inventory, land, buildings,
equipment, machinery, furniture, patents, trademarks, and the like, but

also money due from individuals or other businesses (known as accounts or
notes receivable).

Liabilities are funds acquired for a business through loans or the sale of
property or services to the business on credit. Creditors do not acquire
business ownership, but promissory notes to be paid at a designated future
date.

Shareholders' equity (or net worth or capital) is money put into a business



by its owners for use by the business in acquiring assets.

At any given time, a business's assets equal the total contributions by the
creditors and owners, as illustrated by the following formula for the
Balance Sheet:

Assets = Liabilities + Net Worth
(Total (Funds (Funds
funds supplied supplied
invested in to the to the
assets of business business
the by its by its
business) creditors) owners)

This formula is a basic premise of accounting. If a business owes more
money to creditors than it possesses in value of assets owned, the net
worth or owner's equity of the business will be a negative number.

The Balance Sheet is designed to show how the assets, liabilities, and net
worth of a business are distributed at any given time. It is usually
prepared at regular intervals; e.g., at each month's end but especially at
the end of each fiscal (accounting) year.

By regularly preparing this summary of what the business owns and owes (the
Balance Sheet), the business owner/manager can identify and analyze trends
in the financial strength of the business. It permits timely modifications,

such as gradually decreasing the amount of money the business owes to
creditors and increasing the amount the business owes its owners.

All Balance Sheets contain the same categories of assets, liabilities, and
net worth. Assets are arranged in decreasing order of how quickly they can
be turned into cash (liquidity). Liabilities are listed in order of how

soon they must be repaid, followed by retained earnings (net worth or
owner's equity), as illustrated in Figure 2-1, below, the sample Balance
Sheet for ABC Company.

The categories and format of the Balance Sheet are established by a system
known as Generally Accepted Accounting Principles (GAAP). The system is
applied to all companies, large or small, so anyone reading the Balance
Sheet can readily understand the story it tells.

Figure 2-1

ABC Company
December 31, 19-
Balance Sheet

Cash $1,896 Notes Payable, $ 2,000
Bank

Accounts 1,456  Accounts 2,240

Receivable Payable

Inventory 6,822  Accruals 940

Total Current $10,174 Total Current $ 5,180



Assets Liabilities

Equipment and 1,168 Total Liabilities 5,180
Fixtures
Prepaid Expenses 1,278 Net Worth 7,440

Total Assets $12,620 Total Liabilites $12,620
and New Worth

Balance Sheet Categories
Assets: An asset is anything the business owns that has monetary value.

* Current Assets include cash, government securities, marketable
securities, accounts receivable, notes receivable (other than from officers
or employees), inventories, prepaid expenses, and any other item that could
be converted into cash within one year in the normal course of business.

* Fixed Assets are those acquired for long-term use in a business such as
land, plant, equipment, machinery, leasehold improvements, furniture,
fixtures, and any other items with an expected useful business life

measured in years (as opposed to items that will wear out or be used up in
less than one year and are usually expensed when they are purchased). These
assets are typically not for resale and are recorded in the Balance Sheet

at their net cost less accumulated depreciation.

* Other Assets include intangible assets, such as patents, royalty
arrangements, copyrights, exclusive use contracts, and notes receivable
from officers and employees.

Liabilities: Liabilities are the claims of creditors against the assets of
the business (debts owed by the business).

* Current Liabilities are accounts payable, notes payable to banks, accrued
expenses (wages, salaries), taxes payable, the current portion (due within
one year) of long-term debt, and other obligations to creditors due within
one year.

* Long-Term Liabilities are mortgages, intermediate and long-term bank
loans, equipment loans, and any other obligation for money due to a
creditor with a maturity longer than one year.

* Net Worth is the assets of the business minus its liabilities. Net worth
equals the owner's equity. This equity is the investment by the owner plus
any profits or minus any losses that have accumulated in the business.

The Statement of Income

The second primary report included in a business's Financial Statement is
the Statement of Income. The Statement of Income is a measurement of a
company's sales and expenses over a specific period of time. It is also
prepared at regular intervals (again, each month and fiscal year end) to
show the results of operating during those accounting periods. It too
follows Generally Accepted Accounting Principles (GAAP) and contains
specific revenue and expense categories regardless of the nature of the



business.

Statement of Income Categories

The Statement of Income categories are calculated as described below:

* Net Sales (gross sales less returns and allowances)

* Less Cost of Goods Sold (cost of inventories)

* Equals Gross Margin (gross profit on sales before operating expenses)

* Less Selling and Administrative Expenses (salaries, wages, payroll taxes
and benefits, rent, utilities, maintenance expenses, office supplies,
postage, automobile/vehicle expenses, insurance, legal and accounting

expenses, depreciation)

* Equals Operating Profit (profit before other non-operating income or
expense)

* Plus Other Income (income from discounts, investments, customer charge
accounts)

* Less Other Expenses (interest expense)

* Equals Net Profit (Loss) Before Tax (the figure on which your tax is
calculated)

* Less Income Taxes (if any are due)
* Equals Net Profit (Loss) After Tax

For an example of a Statement of Income, see Figure 2-2, the statement of
ABC Company.

Figure 2-2

ABC Company
December 31, 19-
Income Statement

Net Sales $68,116
Cost of Goods Sold 47,696
Gross Profit on Sales $20,420
Expenses

Wages $6,948

Delivery Expenses 954

Bad Debts Allowances 409
Communications 204
Depreciation Allowance 409
Insurance 613

Taxes 1,021

Advertising 1,566

Interest 409

Other Charges 749



Total Expenses $13,282

Net Profit 7,138
Other Income 886
Total Net Income $ 8,024

Calculating the Cost of Goods Sold

Calculation of the Cost of Goods Sold category in the Statement of Income
(or Profit-and-Loss Statement as it is sometimes called) varies depending
on whether the business is retail, wholesale, or manufacturing. In

retailing and wholesaling, computing the cost of goods sold during the
accounting period involves beginning and ending inventories. This, of
course, includes purchases made during the accounting period. In
manufacturing it involves not only finished-goods inventories, but also raw
materials inventories goods-in-process inventories, direct labor, and

direct factory overhead costs.

Regardless of the calculation for Cost of Goods Sold, deduct the Cost of
Goods Sold from Net Sales to get Gross Margin or Gross Profit. From Gross
Profit, deduct general or indirect overhead such as selling expenses,

office expenses, and interest expenses, to calculate your Net Profit. This

is the final profit after all costs and expenses for the accounting period

have been deducted.

lll. Financial Ratio Analysis

The Balance Sheet and the Statement of Income are essential, but they are
only the starting point for successful financial management. Apply Ratio
Analysis to Financial Statements to analyze the success, failure, and
progress of your business.

Ratio Analysis enables the business owner/manager to spot trends in a
business and to compare its performance and condition with the average
performance of similar businesses in the same industry. To do this compare
your ratios with the average of businesses similar to yours and compare
your own ratios for several successive years, watching especially for any
unfavorable trends that may be starting. Ratio analysis may provide the
all-important early warning indications that allow you to solve your

business problems before your business is destroyed by them.

Balance Sheet Ratio Analysis

Important Balance Sheet Ratios measure liquidity and solvency (a business's
ability to pay its bills as they come due) and leverage (the extent to

which the business is dependent on creditors' funding). They include the
following ratios:

Liquidity Ratios.

These ratios indicate the ease of turning assets into cash. They include
the Current Ratio, Quick Ratio, and Working Capital.

Current Ratios. The Current Ratio is one of the best known measures of
financial strength. It is figured as shown below:



Total Current Assets
Current Ratio =
Total Current Liabilities

The main question this ratio addresses is: "Does your business have enough
current assets to meet the payment schedule of its current debts with a
margin of safety for possible losses in current assets, such as inventory
shrinkage or collectable accounts?" A generally acceptable current ratio is

2 to 1. But whether or not a specific ratio is satisfactory depends on the
nature of the business and the characteristics of its current assets and
liabilities. The minimum acceptable current ratio is obviously 1:1, but

that relationship is usually playing it too close for comfort.

If you decide your business's current ratio is too low, you may be able to
raise it by:

* Paying some debts.

* Increasing your current assets from loans or other borrowings
with a maturity of more than one year.

* Converting noncurrent assets into current assets.

* Increasing your current assets from new equity contributions.

* Putting profits back into the business.

Quick Ratios. The Quick Ratio is sometimes called the "acid-test" ratio and
is one of the best measures of liquidity. It is figured as shown below:

Quick Ratio = Cash + Government Securities
+ Receivables

Total Current Liabilities

The Quick Ratio is a much more exacting measure than the Current Ratio. By
excluding inventories, it concentrates on the really liquid assets, with

value that is fairly certain. It helps answer the question: "If all sales

revenues should disappear, could my business meet its current obligations
with the readily convertible “quick’ funds on hand?"

An acid-test of 1:1 is considered satisfactory unless the majority of your
"quick assets" are in accounts receivable, and the pattern of accounts
receivable collection lags behind the schedule for paying current
liabilities.

Working Capital. Working Capital is more a measure of cash flow than a
ratio. The result of this calculation must be a positive number. It is
calculated as shown below:

Working Capital = Total Current Assets -
Total Current Liabilities

Bankers look at Net Working Capital over time to determine a company's
ability to weather financial crises. Loans are often tied to minimum
working capital requirements.

A general observation about these three Liquidity Ratios is that the higher
they are the better, especially if you are relying to any significant
extent on creditor money to finance assets.



Leverage Ratio

This Debt/Worth or Leverage Ratio indicates the extent to which the
business is reliant on debt financing (creditor money versus owner's

equity):
Debt/Worth Ratio = Total Liabilities

Net Worth

Generally, the higher this ratio, the more risky a creditor will perceive
its exposure in your business, making it correspondingly harder to obtain
credit.

Income Statement Ratio Analysis
The following important State of Income Ratios measure profitability:
Gross Margin Ratio

This ratio is the percentage of sales dollars left after subtracting the
cost of goods sold from net sales. It measures the percentage of sales
dollars remaining (after obtaining or manufacturing the goods sold)
available to pay the overhead expenses of the company.

Comparison of your business ratios to those of similar businesses will
reveal the relative strengths or weaknesses in your business. The Gross
Margin Ratio is calculated as follows:

Gross Margin Ratio = Gross Profit
Net Sales
(Gross Profit = Net Sales - Cost of Goods Sold)

Net Profit Margin Ratio

This ratio is the percentage of sales dollars left after subtracting the

Cost of Goods sold and all expenses, except income taxes. It provides a
good opportunity to compare your company's "return on sales" with the
performance of other companies in your industry. It is calculated before
income tax because tax rates and tax liabilities vary from company to
company for a wide variety of reasons, making comparisons after taxes much
more difficult. The Net Profit Margin Ratio is calculated as follows:

Net Profit Margin Ratio = Net Profit Before Tax
Net Sales

Management Ratios

Other important ratios, often referred to as Management Ratios, are also
derived from Balance Sheet and Statement of Income information.

Inventory Turnover Ratio



This ratio reveals how well inventory is being managed. It is important
because the more times inventory can be turned in a given operating cycle,
the greater the profit. The Inventory Turnover Ratio is calculated as
follows:

Inventory Turnover Ratio = Net Sales

Average Inventory at Cost
Accounts Receivable Turnover Ratio

This ratio indicates how well accounts receivable are being collected. If
receivables are not collected reasonably in accordance with their terms,
management should rethink its collection policy. If receivables are
excessively slow in being converted to cash, liquidity could be severely
impaired. The Accounts Receivable Turnover Ratio is calculated as follows:

Net Credit Sales/Year = Daily Credit Sales

365 Days/Year

Accounts Receivable Turnover (in days) = Accounts Receivable

Daily Credit Sales
Return on Assets Ratio

This measures how efficiently profits are being generated from the assets
employed in the business when compared with the ratios of firms in a
similar business. A low ratio in comparison with industry averages
indicates an inefficient use of business assets. The Return on Assets Ratio
is calculated as follows:

Return on Assets = Net Profit Before Tax

Total Assets

Return on Investment (ROI) Ratio.

The ROI is perhaps the most important ratio of all. It is the percentage of
return on funds invested in the business by its owners. In short, this

ratio tells the owner whether or not all the effort put into the business

has been worthwhile. If the ROI is less than the rate of return on an
alternative, risk-free investment such as a bank savings account or
certificate of deposit, the owner may be wiser to sell the company, put the
money in such a savings instrument, and avoid the daily struggles of small
business management. The ROI is calculated as follows:

Return on Investment = Net Profit before Tax

Net Worth

These Liquidity, Leverage, Profitability, and Management Ratios allow the



business owner to identify trends in a business and to compare its progress
with the performance of others through data published by various sources.
The owner may thus determine the business's relative strengths and
weaknesses.

Sources of Comparative Information

Sources of comparative financial information which you may obtain from your
public library or the publishers include the following:

Almanac of Business and Industrial Financial Ratios, Leo Troy,
Prentice-Hall, Inc., Englewood Cliffs, NJ 07632

Annual Statement Studies, Robert Morris Associates, P. O. Box 8500, S-1140,
Philadelphia, PA 19178

Expenses in Retail Business, National Cash Register Corporation, Corporate
Advertising and Sales Promotion Dayton, OH 45479.

Key Business Ratios, Dun & Bradstreet, Inc., 99 Church Street, New York, NY
10007, ATTN: Public Relations and Advertising Department

IV. Forecasting Profits

Forecasting, particularly on a short-term basis (one year to three years),

is essential to planning for business success. This process, estimating

future business performance based on the actual results from prior periods,
enables the business owner/manager to modify the operation of the business
on a timely basis. This allows the business to avoid losses or major

financial problems should some future results from operations not conform
with reasonable expectations. Forecasts--or Pro Forma Income Statements and
Cash Flow Statements as they are usually called--also provide the most
persuasive management tools to apply for loans or attract investor money.
As a business expands, there will inevitably be a need for more money than
can be internally generated from profits.

Facts Affecting Pro Forma Statements

Preparation of Forecasts (Pro Forma Statements) requires assembling a wide
array of pertinent, verifiable facts affecting your business and its past
performance. These include:

* Data from prior financial statements, particularly:

a. Previous sales levels and trends

b. Past gross percentages

c. Average past general, administrative, and selling expenses necessary
to generate your former sales volumes

d. Trends in the company's need to borrow (supplier, trade credit, and
bank credit) to support various levels of inventory and trends in
accounts receivable required to achieve previous sales volumes

* Unique company data, particularly:
a. Plant capacity
b. Competition
c. Financial constraints
d. Personnel availability



* Industry-wide factors, including:
a. Overall state of the economy
b. Economic status of your industry within the economy
c. Population growth
d. Elasticity of demand for the product or service your business
provides
e. Availability of raw materials

Once these factors are identified, they may be used in Pro Formas, which
estimate the level of sales, expense, and profitability that seem possible
in a future period of operations.

The Pro Forma Income Statement

In preparing the Pro Forma Income Statement, the estimate of total sales
during a selected period is the most critical "guesstimate.” Employ
business experience from past financial statements. Get help from
management and salespeople in developing this all-important number.

Then assume, for example, that a 10 percent increase in sales volume is a
realistic and attainable goal. Multiply last year's net sales by 1.10 to

get this year's estimate of total net sales. Next, break down this total,

month by month, by looking at the historical monthly sales volume. From

this you can determine what percentage of total annual sales fell on the
average in each of those months over a minimum of the past three years. You
may find that 75 percent of total annual sales volume was realized during

the six months from July through December in each of those years and that
the remaining 25 percent of sales was spread fairly evenly over the first

six months of the year.

Next, estimate the cost of goods sold by analyzing operating data to
determine on a monthly basis what percentage of sales has gone into cost of
goods sold in the past. This percentage can then be adjusted for expected
variations in costs, price trends, and efficiency of operations.

Operating expenses (sales, general and administrative expenses,
depreciation, and interest), other expenses, other income, and taxes can
then be estimated through detailed analysis and adjustment of what they
were in the past and what you expect them to be in the future.

Comparison with Actual Monthly Performance

Putting together this information month by month for a year into the future
will result in your business's Pro Forma Statement of Income. Use it to
compare with the actual monthly results from operations by using the SBA
form 1099 (4-82) Operating Plan Forecast (Profit and Loss Projection).
Obtain this form from your local SBA office. You will find it helpful to

refer to the SBA Guidelines for Profit and Loss Projection. Preparation of
the information is summarized below and on the back of the form 1099.

Revenue (Sales)
* List the departments within the business. For example, if your business

is appliance sales and service, the departments would include new
appliances, used appliances, parts, in-shop service, on-site service.



* In the "Estimate" columns, enter a reasonable projection of monthly sales
for each department of the business. Include cash and on-account sales. In
the "Actual” columns, enter the actual sales for the month as they become

available.

* Exclude from the Revenue section any revenue not strictly related to the
business.

Cost of Sales

* Cite costs by department of the business, as above.

* In the "Estimate” columns, enter the cost of sales estimated for each
month for each department. For product inventory, calculate the cost of the
goods sold for each department (beginning inventory plus purchases and
transportation costs during the month minus the inventory). Enter "Actual”
costs each month as they accrue.

Gross Profit

* Subtract the total cost of sales from the total revenue.

Expenses

* Salary Expenses: Base pay plus overtime.

* Payroll Expenses: Include paid vacations, sick leave, health insurance,
unemployment insurance, Social Security taxes.

* Qutside Services: Include costs of subcontracts, overflow work
farmed-out, special or one-time services.

* Supplies: Services and items purchased for use in the business, not for
resale.

* Repairs and Maintenance: Regular maintenance and repair, including
periodic large expenditures, such as painting or decorating.

* Advertising: Include desired sales volume, classified directory listing
expense, etc.

* Car, Delivery and Travel: Include charges if personal car is used in the
business. Include parking, tolls, mileage on buying trips, repairs, etc.

* Accounting and Legal: Outside professional services.
* Rent: List only real estate used in the business.

* Telephone.

* Utilities: Water, heat, light, etc.

* Insurance: Fire or liability on property or products, worker's
compensation.



* Taxes: Inventory, sales, excise, real estate, others.

* Interest.

* Depreciation: Amortization of capital assets.

* Other Expenses (specify each): Tools, leased equipment, etc.

* Miscellaneous (unspecified): Small expenditures without separate accounts.
Net Profit

* To find net profit, subtract total expenses from gross profit.

The Pro Forma Statement of Income, prepared on a monthly basis and
culminating in an annual projection for the next business fiscal year,

should be revised not less than quarterly. It must reflect the actual
performance achieved in the immediately preceding three months to ensure
its continuing usefulness as one of the two most valuable planning tools
available to management.

Should the Pro Forma reveal that the business will likely not generate a
profit from operations, plans must immediately be developed to identify
what to do to at least break even--increase volume, decrease expenses, or
put more owner capital in to pay some debts and reduce interest expenses.

Break-Even Analysis

"Break-Even" means a level of operations at which a business neither makes
a profit nor sustains a loss. At this point, revenue is just enough to

cover expenses. Break-Even Analysis enables you to study the relationship
of volume, costs, and revenue.

Break-Even requires the business owner/manager to define a sales
level--either in terms of revenue dollars to be earned or in units to be

sold within a given accounting period--at which the business would earn a
before tax net profit of zero. This may be done by employing one of various
formula calculations to the business estimated sales volume, estimated
fixed costs, and estimated variable costs.

Generally, the volume and cost estimates assume the following conditions:
* A change in sales volume will not affect the selling price per unit;

* Fixed expenses (rent, salaries, administrative and office expenses,
interest, and depreciation) will remain the same at all volume levels; and

* Variable expenses (cost of goods sold, variable labor costs including
overtime wages and sales commissions) will increase or decrease in direct
proportion to any increase or decrease in sales volume.

Two methods are generally employed in Break-Even Analysis, depending on
whether the break-even point is calculated in terms of sales dollar volume
or in number of units that must be sold.



Break-Even Point in Sales Dollars
The steps for calculating the first method are shown below:

1. Obtain a list of expenses incurred by the company during its past fiscal
year.

2. Separate the expenses listed in Step 1 into either a variable or a fixed
expense classification. (See Figure 4-1, below, under "Classification of
Expenses.”)

3. Express the variable expenses as a percentage of sales. In the condensed
income statement (Figure 4-1) of the Small Business Specialties Co.
(below), net sales were $1,200,000. In Step 2, variable expenses were found
to amount to $720,000. Therefore, variable expenses are 60 percent of net
sales ($720,000 divided by $1,200,000). This means that 60 cents of every
sales dollar is required to cover variable expenses. Only the remainder, 40
cents of every dollar, is available for fixed expenses and profit.

4. Substitute the information gathered in the preceding steps in the
following basic break-even formula to calculate the breakeven point.

Figure 4-1
THE SMALL-BUSINESS SPECIALTIES CO.

Condensed Income Statement
For year ending Dec. 31, 19-

Net sales (60,000 units @ $20 per unit)........cccceeeeeenennen. $1,200,000
Less cost of goods sold:

Direct material...........cccceevueernnnee. $195,000

Direct labor..........ccccovvivvieeinnnenn, 215,000

Manufacturing expenses (Schedule A)......... 300,000

TOtAl e 710,000
GroSS Profit........eceiee e 490,000
Less operating expenses:

Selling expenses (Schedule B)............... $200,000

General and administrative expenses

(Schedule C).....cceeeeviiiiiiiien. 210,000

TOtAl e 410,000

NEt INCOME....ceiiiiiieiiiii e $ 80,000

Supporting Schedules of Expenses Other Than Direct Material and Labor

Schedule C
Schedule A Schedule B general and
manufacturing selling administrative
Total expenses  expenses expenses

Rent.......cc........ $60,000 $30,000 $ 8,000 $ 22,000
Insurance............ 11,000 9,000 1,000 1,000



Commissions.......... 120,000  ....... 120,000 ...

Property tax......... 12,000 10,000 1,000 1,000
Telephone............ 7,000 1,000 5,000 1,000
Depreciation......... 80,000 70,000 5,000 5,000
Power................ 100,000 100,000  ..... ...
Light................ 60,000 30,000 10,000 20,000
Officers' salaries... 260,000 50,000 50,000 160,000
Total........... $710,000 $300,000 $200,000 $210,000

Classification of Expenses

Total Variable Fixed
Direct material................... $ 195,000 195,000 @ .......
Direct labor..........cccceee. 215,000 215,000 ...
Manufacturing expenses............ 300,000 100,000 $200,000
Selling expenses.................. 200,000 50,000
General and admin. expenses....... 210,000 60,000 150,000
Total....cccoeviiieeee $1,120,000 $720,000 $400,000

Where: S = F + V (Sales at the break-even point)
F = Fixed expenses
V = Variable expenses expressed as a percentage of sales.

This formula means that when sales revenues equal the fixed expenses and
variable expenses incurred in producing the sales revenues, there will be
no profit or loss. At this point, revenue from sales is just sufficient to

cover the fixed and the variable expenses. In this formula "S" is the break
even point.

For the Small Business Specialties Co., the break-even point (using the
basic formula and data from Figure 4-2) may be calculated as follows:

S=F+V

S = $400,000 + 0.605
10S = $4,000,000 + 6S
10S - 6S = $4,000,000
4S = $4,000,000

S = $1,000,000

Proof that this calculation is correct follows:

Sales at break-even point per calculation $1,000,000
Less variable expenses (60 percent of sales) 600,000
Marginal income 400,000

Less fixed expenses 400,000

Equals neither profit nor loss $ 0

Modification: Break-Even Point to Obtain Desired Net Income.



The first break-even formula can be modified to show the dollar sales
required to obtain a certain amount of desired net income. To do this, let
"S" mean the sales required to obtain a certain amount of net income, say
$80,000. The formula then reads:

S =F +V + Desired Net Income

S = $400,000 + 0.60S + $80,000
10S = $4,000,000 + 6S + 800,000
4S = $4,800,000

S = $1,200,000

Break-Even Point in Units to be Sold
You may want to calculate the break-even point in terms of units to be sold
instead of sales dollars. If so, a second formula (in which "S" means units

to be sold to break even) may be used:

Break-even Sales = Fixed expenses
(S = Units)

Unit sales price - Unit variable expenses

S = $400,000 = $400,000

$20 - $12 $8
S = 50,000 units

The Small Business Specialties Co. must sell 50,000 units at $20 per unit

to break even under the assumptions contained in this illustration. The

sale of 50,000 units at $20 each equals $1 million, the break-even sales
volume in dollars calculated in the basic formula. This formula indicates
there is $8 per unit of sales that can be used to cover the $400,000 fixed
expense. Then $400,000 divided by $8 gives the number of units required to
break even.

Modification: Break-Even Point in Units to be Sold to Obtain Desired Net
Income.

The second formula can be modified to show the number of units required to
obtain a certain amount of net income. In this case, let S mean the number
of units required to obtain a certain amount of net income, again say
$80,000. The formula then reads as follows:

S = Fixed expenses + Net income

Unit sales price - Unit variable expense

S = $400,000 + $80,000 = $480,000
$20 - $12 $8
S = 60,000 units

Break-even Analysis may also be represented graphically by charting the
sales dollars or sales units required to break even as in Figure 4-2, below.



Remember: Increased sales do not necessarily mean increased profits. If you
know your company's break-even point, you will know how to price your
product to make a profit. If you cannot make an acceptable profit, alter or
sell your business before you lose your retained earnings.

V. Cash Flow Management: Budgeting and Controlling Costs

If there is anything more important to the successful financial management
of a business than the thorough, thoughtful preparation of Pro Forma Income
Statements, it is the preparation of the Cash Flow Statement, sometimes
called the Cash Flow Budget.

The Cash Flow Statement

The Cash Flow Statement identifies when cash is expected to be received and
when it must be spent to pay bills and debts. It shows how much cash will

be needed to pay expenses and when it will be needed. It also allows the
manager to identify where the necessary cash will come from. For example,
will it be internally generated from sales and the collection of accounts
receivable--or must it be borrowed? (The Cash Flow Projection deals only
with actual cash transactions; depreciation and amortization of good will

or other non-cash expense items are not considered in this Pro Forma.)

The Cash Flow Statement, based on management estimates of sales and
obligations, identifies when money will be flowing into and out of the

business. It enables management to plan for shortfalls in cash resources so
short term working capital loans may be arranged in advance. It allows
management to schedule purchases and payments in a way that enables the
business to borrow as little as possible. Because all sales are not cash

sales management must be able to forecast when accounts receivable will
become "cash in the bank" and when expenses--whether regular or
seasonal--must be paid so cash shortfalls will not interrupt normal

business operations.

The Cash Flow Statement may also be used as a Budget, permitting the
manager increased control of the business through continuous comparison of
actual receipts and disbursements against forecast amounts. This comparison
helps the small business owner identify areas for timely improvement in
financial management.

By closely watching the timing of cash receipts and disbursements, cash
balance on hand, and loan balances, management can readily identify such
things as deficiencies in collecting receivables, unrealistic trade credit

or loan repayment schedules. Surplus cash that may be invested on a
short-term basis or used to reduce debt and interest expenses temporarily
can be recognized. In short, it is the most valuable tool management has at
its disposal to refine the day-to-day operation of a business. It is an
important financial tool bank lenders evaluate when a business needs a
loan, for it demonstrates not only how large a loan is required but also
when and how it can be repaid.



A Cash Flow Statement or Budget can be prepared for any period of time.
However, a one-year budget matching the fiscal year of your business is
recommended. As in the preparation and use of the Pro Forma Statement of
Income, the projected Cash Flow Statement should be prepared on a monthly
basis for the next year. It should be revised not less than quarterly to

reflect actual performance in the preceding three months of operations to
check its projections.

In preparing the Cash Flow Statement or Budget start with the sales budget.
Other budgets are related directly or indirectly to this budget. The
following is a sales forecast in units:

Sales Budget--Units For the Year Ended December 31, 19

Territory Total 1st 2nd 3rd 4th
Quarter Quarter Quarter Quarter

East..........ccoeen. 26,000 5,000 6,000 7,000 8,000

West..........ooee. 11,000 2,000 2,500 3,000 3,500

37,000 7,000 8,500 10,000 11,500

Assume you sell a single product and the sales price for it is $10. Your
sales budget in terms of dollars would look like this:

Sales Budget--Dollars For the Year Ended December 31, 19

Territory Total  1st 2nd 3rd 4th

Quarter Quarter Quarter Quarter
East........ccooeiinns $260,000 $50,000 $80,000 $ 70,000 $ 80,000
West......ooooiiiie 110,000 20,000 25,000 30,000 35,000

$370,000 $70,000 $85,000 $100,000 $115,000

Say the estimated per unit cost of the product is $1.50 for direct

material, $2.50 for direct labor, and $1.00 for manufacturing overhead. By
applying unit costs to the sales budget in units, you would come out with
this budget:

Cost of Goods Sold Budget For the Year Ended December 31, 19

Total 1st 2nd 3rd 4th
Quarter Quarter Quarter Quarter
Direct material......$ 55,500 $10,500 $12,750 $15,000 $17,250
Direct labor......... 92,500 17,500 21,250 25,000 28,750
Mfg. overhead........ 37,000 7,000 8,500 10,000 11,500

$185,000 $35,000 $42,500 $50,000 $57,500

Later on, before a cash budget can be compiled, you will need to know the
estimated cash requirements for selling expenses. Therefore, you prepare a
budget for selling expenses and another for cash expenditures for selling
expenses (total selling expenses less depreciation):



Selling Expenses Budget For the Year Ended December 31 19

Total 1st 2nd 3rd  4th
Quarter Quarter Quarter Quarter

Commissions............. $46,500 $8,750 $10,625 $12,500 $14,375
Rent.......coccvveene 9,250 1,750 2,125 2,500 2,875
Advertising............. 9,250 1,750 2,125 2,500 2,875
Telephone............... 4,625 875 1,062 1,250 1,437
Depreciation--office.... 900 225 225 225 225
Other.........ccc....... 22,250 4,150 5,088 6,025 6,983

$92,500 $17,500 $21,250 $25,000 $28,750

Selling Expenses Budget--Cash Requirements For the Year Ended
December 31, 19

Total 1st 2nd 3rd 4th
Quarter Quarter Quarter Quarter
Total selling expenses..$92,500 $17,500 $21,250 $25,000 $28,750
Less: depreciation......
expense--office......... 900 225 225 225 225

Cash requirements....... $91,600 $17,275 $21,025 $24,775 $28,525

Basic information for an estimate of administrative expenses for the coming
year is easily compiled. Again, from that budget you can estimate cash
requirements for those expenses to be used subsequently in preparing the
cash budget.

Administrative Expenses Budget For the Year Ended December 31,19

Total 1st 2nd 3rd  4th
Quarter Quarter Quarter Quarter

Salaries................. $22,200 $4,200 $5,100 $ 6,000 $ 6,900
Insurance................ 1,850 350 425 500 575
Telephone................ 1,850 350 425 500 575
Supplies................. 3,700 700 850 1,000 1,150
Bad debt expenses........ 3,700 700 850 1,000 1,150
Other expenses........... 3,700 700 850 1,000 1,150

$37,000 $7,000 $8,500 $10,000 $11,500

Administrative Expenses Budget--Cash Requirements
For the Year Ended December 31,19

Total 1st 2nd 3rd 4th
Quarter Quarter Quarter Quarter
Estimated adm. expenses...$37,000 $7,000 $8,500 $10,000 $11,500
Less: bad debt expenses... 3,700 700 850 1,000 1,150

Cash requirements......... $33.300 $6,500 $7,650 $9,000 $10,350



Now, from the information budgeted so far, you can proceed to prepare the
budget income statement. Assume you plan to borrow $10,000 at the end of
the first quarter. Although payable at maturity of the note, the interest
appears in the last three quarters of the year. The statement will resemble
the following:

Budgeted Income Statement For the Year Ended December 31, 19

Total 1st 2nd 3rd 4th
Quarter Quarter Quarter Quarter

Sales......ccocuveinee $370,000 $70,000 $85,000 $100,000 $115,000
Cost of goods sold...... 185,000 35,000 42,500 50,000 57,500
Gross Margin............ $185,000  $35,000 $42,500 $ 50,000 $ 57,500
Operating expenses:

Selling................ $92,500 $17,500 $21,250 $ 25,000 $ 28,750
Administrative......... 37,000 7,000 8,500 $10,000 $11,500

Total................ $129,500 $24,500 $29,750 $ 35,000 $ 40,250
Net income

from operations........ $55,500 $10,500 $12,750 $ 15,000 $ 17,250
Interest expense....... 450 150 150 150

Net income before
Income taxes........... $ 55,050 $10,500 $12,600 $ 14,850 $ 17,100
Federal income tax..... 27,525 5,250 6,300 7,425 8,550

Net income.............. $27525 $5250 $6,300 $ 7,425 $ 8,550

Estimating that 90 percent of your account sales is collected in the
guarter in which they are made, that 9 percent is collected in the quarter
following the quarter in which the sales were made, and that 1 percent of
account sales is uncollectible, your accounts receivable budget of
collections would look like this:

Budget of Collections of Accounts Receivable For the Year Ended December
31,19

Total 1st 2nd 3rd 4th

(net) Quarter Quarter Quarter Quarter
4th Quarter Sales 19-0...$ 6,000 $ 6,000
1st Quarter Sales 19-1... 69,300 63,000 $ 6,300

2nd Quarter Sales 19-1... 84,150 76,500 $ 7,650
3rd Quarter Sales 19-1... 99,000 90,000 $ 9,000
4th Quarter Sales 19-1... 103,500 103,500

$361,950 $69,000 $82,800 $97,650 $112,500

Going back to the sales budget in units, now prepare a production budget in
units. Assume you have 2,000 units in the opening inventory and want to
have on hand at the end of each quarter the following quantities: 1st
quarter, 3,000 units; 2nd quarter, 3,500 units; 3rd quarter, 4,000 units;

and 4th quarter, 4,500 units.



Production Budget--Units For the Year Ended December 31,19

1st 2nd 3rd 4th
Quarter Quarter Quarter Quarter

Sales requirements........... 7,000 8,500 10,000 11,500
Add: ending

inventory requirements...... 3,000 3,500 4,000 4,500
Total requirements.......... 10,000 12,500 14,000 16,000
Less: beginning

inventory................... 2,000 3,000 3,500 4,000
Production

requirements............... 8,000 9,000 10,500 112,000

Next, based on the production budget, prepare a budget to show the
purchases needed during each of the four quarters. Expressed in terms of
dollars, you do this by taking the production and inventory fires and
multiplying them by the cost of material (previously estimated at $1.50 per
unit). You could prepare a similar budget expressed in units.

Budget of Direct Materials Purchases For the Year Ended December 31, 19

1st 2nd 3rd 4th

Quarter Quarter Quarter Quarter
Required for production........ $12,000 $13,500 $15,750 $18,000
Required for ending inventory.. 4,500 52,250 6,000 6,750

Total....coeeieiieee. $16,500 $18,750 $21,750 $24,750
Less: beginning inventory...... 3,000 4,500 5,250 6,000

Required purchases............. $13,500 $14,250 $16,500 $18,750

Now suppose you pay 50 percent of your accounts in the quarter of the
purchase and 50 percent in the following quarter. Carryover payables from
last year were $5,000. Further, you always take the purchase discounts as a
matter of good business policy. Since net purchases (less discount) were
figured into the $1.50 cost estimate, purchase discounts do not appear in
the budgets. Thus your payment on purchases budget will come out like this:

Payment on Purchases Budget For the Year Ended December 31,19

Total 1st 2nd 3rd 4th
Quarter Quarter Quarter Quarter
4th Quarter Sales 19-0...$ 5,000 $ 5,000
1st Quarter Sales 19-1... 13,500 6,750 $ 6,750

2nd Quarter Sales 19-1... 14,250 7,125 $7.125
3rd Quarter Sales 19-1... 16,500 8,250 $ 8,250
4th Quarter Sales 19-1... 9,375 9,375

Payments by Quarters $58,625 $11,750 $13,875 $15,375 $17,625

Taking the data for quantities produced from the production budget in



units, calculate the direct labor requirements on the basis of units to be
produced. (The number and cost of labor hours necessary to produce a given
guantity can be set forth in supplemental schedules.)

Direct Labor Budget--Cash Requirements For the Year Ended December 31, 19

Total 1st 2nd 3rd  4th
Quarter Quarter Quarter Quarter
Quantity................ 39,500 8,000 9,000 10,500 12,000
Direct labor cost.......$98,750 $20,000 $22,500 $26,250 $30,000

Now outline the items that comprise your factory overhead, and prepare a
budget like the following:

Manufacturing Overhead Budget For the Year Ended December 31, 19
Total 1st 2nd 3rd 4th

Quarter Quarter Quarter Quarter
Heat and power.......... $10,000 $1,000 $2,500 $3,000 $ 3,500

Factory supplies........ 5300 1,000 1,500 1,800 1,000
Property taxes.......... 2,000 500 500 500 500
Depreciation............ 2,800 700 700 700 700
Rent.....ccccccceevns 8,000 2,000 2,000 2,000 2,000
Superintendent.......... 9,400 2,800 1,800 2,500 4,300

$39,500 $8,000 $9,000 $10.500 $12,000

Figure the cash payments for manufacturing overhead by subtracting
depreciation, which requires no cash outlay, from the totals above, and you
will have the following breakdown:

Manufacturing Overhead Budget--Cash Requirements
For the Year Ended December 31,19

Total 1st 2nd 3rd  4th
Quarter Quarter Quarter Quarter
Productions--units...... 39,500 8,000 9,000 10,500 12,000

Mfg.overhead expenses...$39,500 $8,000 $9,000 $10,500 $12,000
Less: depreciation...... 2,800 700 700 700 700

Cash requirements....... $36,700 $7,300 $8,300 $9,800 $11,300

Now comes the all important cash budget. You put it together by using the
Collection of Accounts Receivable Budget; Selling Expenses Budget--Cash
Requirements; Administrative Expenses Budget--Cash Requirements; Payment of
Purchases Budget; Direct Labor Budget--Cash Requirements; and Manufacturing
Budget--Cash Requirements.

Take $15,000 as the beginning balance, and assume that dividends of $20,000
are to be paid in the fourth quarter.

Cash Budget For the Year Ended December 31, 19



Total 1st 2nd 3rd 4th
Quarter Quarter Quarter Quarter
Beginning cash balance $ 15,000 $15,000 $ 3,850 $ 13,300 $ 25,750
Cash collections 361,950 69,000 82,800 97,650 112,500

Total $376,950 $84,000 $86,650 $110,950 $138,250
Cash payments

Purchases $ 58,625 $11,750 $13,875 $15,375 $ 17,625
Direct labor 98,750 20,000 22,500 26,250 30,000
Mfg. overhead 38,700 7,300 8,300 9,800 11,300
Selling expense 91,600 17,275 21,025 24,775 28,525
Adm. expenses 33,300 6,300 7,650 9,000 10,350
Federal income tax 27,525 27,525

Dividends 20,000 20,000

Interest expenses 450 450

Loan repayment 10,000 10,000

Total $376,950 $90,150 $73,350 $ 85,200 $128,250
Cash deficiency (% 6,150)

Bad loan received 10,000 10,000

Ending cash balance $ 10,000 $ 3,850 $13,300 $ 25,750 $ 10,000
Now you are ready to prepare a budget balance sheet. Take the account
balances of last year and combine them with the transactions reflected in
the various budgets you have compiled. You will come out with a sheet

resembling this:

Budgeted Balance Sheet December 31, 19

Assets
19 19
Current assets:
Cash $ 10,000 $ 15,000
Accounts receivable 11,500 6,666
Less: allowance for doubtful accounts (1,150) (666)
Inventory:
Raw materials 6,750 3,000
Finished goods 22,500 10,000
Total current assets $ 49,600 34,000
Fixed assets:
Land $ 50,000 $50,000
Building 148,000 148,000
Less: allowance for depreciation (37,000) (33,000)
Total fixed assets $161,100 $164,700
Total assets $210,600 $198,700

Liabilities and Shareholders' Equity

Current liabilities:



Account payable $ 9,375 $ 5,000

Shareholders' equity:
Capital stock (10,000 shares; $10 par value) $100,000 $110,000
Retained earnings 101,225 93,700

$201,225 $193,700

Total liabilities and shareholders' equity $210,600 $198,700

In order to make the most effective use of your budgets to plan profits,
you will want to establish reporting devices. Throughout the time span you
have set, you need periodic reports and reviews on both efforts and
accomplishments. These let you know whether your budget plan is being
attained and help you keep control throughout the process. It is through
comparing actual performance with budgeted projections that you maintain
control of the operations.

Your company should be structured along functional lines, with well

identified areas of responsibility and authority. Then, depending upon the
size of your company, the budget reports can be prepared to correspond with
the organizational structure of the company.

Two typical budget reports are shown below to demonstrate various forms
these reports may take.

Report of Actual and Budgeted Sales For the Year Ended December 31, 19

Variations from
budget (under)
Actual sales Budgeted sales Quarterly Cumulative
1st Quarter  $ $ $ $
2nd Quarter
3rd Quarter
4th Quarter

Budgeted Report on Selling Expenses For the Year Ended December 31,19
Budget 3 Actual 3 Variation® Budget 3 Actual 3Variations® Remarks

This 3 This 3 This 3 Yearto?3 Yearto 3 Yearto 3
Month 3 Month 3 Month 3 Date 3 Date 3 Date 3

W W W w w w
W W W w w w
W W W w w w
W W W w w w
W W W w w w
W W W w w w

Remember, the Cash Flow Statement used as the business's Budget allows the
owner/manager to anticipate problems rather than react to them after they
occur. It permits comparison of actual receipts and disbursements against
projections to identify errors in the forecast. If cash flow is analyzed

monthly, the manager can correct the cause of the error before it harms
profitability.



VI. Pricing Policy

Identifying the actual cost of doing business requires careful and accurate
analysis. No one is expected to calculate the cost of doing business with
complete accuracy. However, failure to calculate all actual costs properly
to ensure an adequate profit margin is a frequent and often overlooked
cause of business failure.

Establishing Selling Prices

The costs of raw materials, labor, indirect overhead, and research and
development must be carefully studied before setting the selling price of
items offered by your business. These factors must be regularly
re-evaluated, as costs fluctuate.

Regardless of the strategies employed to maximize profitability, the method
of costing products offered for resale is basic. It involves four major
categories:

* Direct Material Costs
* Direct Labor Costs

* Overhead Expenses
* Profit Desired

Combining these factors allows you to calculate an item's minimum sales
price, which is described below:

1. Calculate your Direct Material Costs. Direct material costs are the

total cost of all raw materials used to produce the item for sale. Divide

this total cost by the number of items produced from these raw materials to
derive the Total Direct Materials Cost Per Item.

2. Calculate your Direct Labor Costs. Direct labor costs are the wages paid
to employees to produce the item. Divide this total direct labor cost by

the total number of items produced to get the Total Direct Labor Cost Per
Item.

3. Calculate your Total Overhead Expenses. Overhead expenses include rent,
gas and electricity, telephone, packing and shipping, delivery and freight
charges, cleaning expenses, insurance, office supplies, postage, repairs

and maintenance, and the manager's salary. In other words, all operating
expenses incurred during the same time period that you used for calculating
the costs above (one year, one quarter, or one month). Divide the Total
Overhead Expense by the number of items produced for sale during that same
time period to get the Total Overhead Expense Per Item.

4. Calculate Total Cost Per Item. Add the Total Direct Material Cost Per
Item, the Total Direct Labor Cost Per Item, and the Total Overhead Expense
Per Item to derive the Total Cost Per Item.

5. Calculate the Profit Per Item. Now, calculate the profit you determine
appropriate for each category of item offered for sale based on the sales
and profit strategy you have set for your business.

6. Calculate the Total Price Per Item. Add the Profit Figure Per Item to



the Total Cost Per Item.

A Pricing Example

You produce skirts that take 1 1/2 yards of fabric per skirt, and you can
manufacture three skirts per day. The fabric costs $2.00 per yard. The
normal work week is five days. If you complete three skirts per day, your
week's production is 15 skirts.

1. Calculate Direct Materials Cost

Materials Cost

Fabric for 1 week's production:
15 skirts x 1 1/2 yds. each = 22 1/2 yds. x $2 per yd.  $45.00

Linings, interfacings, etc.:

$.50 per skirt x 15 skirts 7.50
Zippers, buttons, shaps:

$.50 per skirt x 15 skirts 7.50
Belts, ornaments, etc.:

$.75 per skirt x 15 skirts 11.25
Notions, seam binding, etc.:

1 week's supply 5.00

Total Direct Materials Cost: $76.25 per week

Total Direct Materials Cost per week = $5.08 Direct Materials
Cost per skirt

15 skirts per week
2. Calculate Direct Labor Costs
Wages paid to employees = $100.00 per week

Total Direct Labor Cost per week = $6.67 Direct Labor Cost
per skirt

15 skirts

3. Calculate Overhead Expenses Per Month

Overhead Expenses Monthly
Expenses
Owner's Salary $400.00
Rent 100.00
Electricity 24.00
Telephone 12.00
Insurance 15.00
Cleaning 20.00
Packing Materials and Supplies 15.00
Delivery and Freight 20.00
Office Supplies, Postage 10.00

Repairs and Maintenance 15.00



Payroll Taxes 5.00
Total Monthly Overhead Expenses: $636.00
15 skirts per week x 4 weeks in one month = 60 skirts per month.

Total Monthly Overhead Expenses = $10.60 Overhead Cost
per skirt

60 skirts per month

4. Calculate the Total Cost per Skirt by adding the total individual costs
per skirt calculated in the three preceding steps.

Total Direct Material Cost per Skirt $5.08

Total Direct Labor Cost per Skirt 6.67

Total Overhead Expense per Skirt 10.60
TOTAL COST PER SKIRT $22.35

5. Assume you want to make a profit of $5.00 per skirt.

6. Calculate the Total Price Per Item:

Total Cost per Skirt $22.35
Total Profit per Skirt 5.00
Total Selling Price Per Skirt $27.35

The Retailer's Mark-Up

A word of caution is in order regarding the popular but misunderstood

pricing method known as retailers mark-up. Retail mark-up means the amount
added to the price of an item to arrive at the retail sales price, either

in dollars or as a percentage of the cost.

For example, if a single item costing $8.00 is sold for $12.00 it carries a
mark-up of $4.00 or 50 percent. If a group of items costing $6,000 is

offered for $10,000, the mark-up is $4,000 or 66 2/3 percent. While in

these illustrations the mark-up percentage appears generally to equal the
gross margin percentages, the mark-up is not the same as the gross margin.
Adding mark-up to the price merely to simplify pricing will almost always
adversely affect profitability.

To demonstrate, assume a manager determines from past records that the
business's operating expenses average 29 percent of sales. She decides that
she is entitled to a profit of 3 percent. So she prices her goods at a 32
percent gross margin, in order to earn a 3 percent profit after all

operating expenses are paid. What she fails to realize, however, is that
once the goods are displayed, some may be lost through pilferage. Others
may have to be marked down later in order to sell them, or employees may
purchase some of them at a discount. Therefore, the total reductions
(mark-downs, shortages, discounts) in the sales price realized from selling
all the inventory actually add up to an annual average of six percent of
total sales. To correctly calculate the necessary mark-up required to yield

a 32 percent gross margin, these reductions to inventory must be
anticipated and added into its selling price. Using the formula:



Initial Mark-up = Desired Gross Margin + Retail Reductions

100 Percent + Retail Reductions

32 percent + 6 percent = 38 percent = 35.85 percent

100 percent + 6 percent 106 percent

To obtain the desired gross margin of 32 percent, therefore, the retailer
must initially mark up his inventory by nearly 36 percent.

Pricing Policies and Profitability Goals

Break-Even Analysis, discussed in Chapter IV, and Return on Investment,
described in Chapter Ill, should be reviewed at this time. Remember, all
costs (direct and indirect), the break-even point, desired profit, and the
methods of calculating sales price from these factors must be thoroughly
studied when you establish pricing policies and profitability goals. They
should be understood before you offer items for sale because an omission or
error in these calculations could make the difference between success and
failure.

Selling Strategy

Proper product pricing is only one facet of overall planning for
profitability. A second major factor to be determined once costs,
break-even point, and profitability goals have been analyzed, is the
selling strategy. Three sales planning approaches are used (often
concurrently) by businesses to develop final pricing policies, as they
strive to compete successfully.

In the first, employed as a short-term strategy in the earliest stages of a
business, the owner/manager sells products at such low prices that the
business only breaks even (no profit), while trying to attract future

steady customers. As volume grows, the owner/manager gradually builds in
the profit margin necessary to achieve the targeted Return on Investment.

"Loss leaders" are a second strategy practiced in both developing and
mature business. While a few items are sold at a loss, most goods are
priced for healthy profits. The hope is that while customers are in the
store to purchase the low-price items, they will also buy enough other
goods to make the seller's overall profitability higher than if he had not
used "come-ons." The seller wants to maximize total profit and can
sacrifice profit on a few items to achieve that goal.

The third strategy recognizes that maximum profit does not result only from
selling goods at relatively high profit margins. The relationship of

volume, price, cost of merchandise, and operational expenses determines
profitability. Price increases may result in fewer sales and decreased
profits. Reductions in prices, if sales volume is substantially increased,
may produce satisfactory profits.

There is no arbitrary rule about this. It is perfectly possible for two
stores, with different pricing structures to exist side by side and both be
successful. It is the owner/manager's responsibility to identify and



understand the market factors that affect his or her unique business
circumstances. The level of service (delivery, availability of credit,

store hours, product advice, and the like) may permit a business to charge
higher prices in order to cover the costs of such services. Location, too,
often permits a business to charge more, since customers are often willing
to pay a premium for convenience.

The point is that many considerations go into setting selling prices. Some
small businesses do not seek to compete on price at all, finding an un- or
under-occupied market niche, which can be a more certain path to success.
What is important is that all factors that affect pricing must be

recognized and analyzed for their costs as well as their benefits.

VII. Forecasting and Obtaining Capital

Forecasting the need for capital, whether debt or equity, has already been
discussed in Chapter V. This chapter looks at the types and uses of
external capital and the usual sources of such capital.

Types and Sources of Capital

The capital to finance a business has two major forms: debt and equity.
Creditor money (debt) comes from trade credit, loans made by financial
institutions, leasing companies, and customers who have made prepayments on
larger--frequently manufactured--orders. Equity is money received by the
company in exchange for some portion of ownership. Sources include the
entrepreneur's own money; money from family, friends, or other
non-professional investors; or money from venture capitalists, Small

Business Investment Companies (SBICs), and Minority Enterprise Small
Business Investment Companies (MESBICs) both funded by the SBA.

Debt capital, depending upon its sources (e.g., trade, bank, leasing
company, mortgage company) comes into the business for short or
intermediate periods. Owner or equity capital remains in the company for
the life of the business (unless replaced by other equity) and is repaid
only when and if there is a surplus at liquidation of the business--after

all creditors are repaid.

Acquiring such funds depends entirely on the business's ability to repay
with interest (debt) or appreciation (equity). Financial performance
(reflected in the Financial Statements discussed in Chapter II) and

realistic, thorough management planning and control (shown by Pro Formas
and Cash Flow Budgets), are the determining factors in whether or not a
business can attract the debt and equity funding it needs to operate and
expand.

Business capital can be further classified as equity capital, working
capital, and growth capital. Equity capital is the cornerstone of the
financial structure of any company. As you will recall from Chapter II,
equity is technically the part of the Balance Sheet reflecting the
ownership of the company. It represents the total value of the business,
all other financing being debt that must be repaid. Usually, you cannot get
equity capital--at least not during the early stages of business growth.

Working capital is required to meet the continuing operational needs of the
business, such as "carrying" accounts receivable purchasing inventory, and



meeting the payroll. In most businesses, these needs vary during the year,
depending on activities (inventory build-up, seasonal hiring or layoffs,
etc.) during the business cycle.

Growth capital is not directly related to cyclical aspects of the business.
Growth capital is required when the business is expanding or being altered
in some significant and costly way that is expected to result in higher and
increased cash flow. Lenders of growth capital frequently depend on
anticipated increased profit for repayment over an extended period of time,
rather than expecting to be repaid from seasonal increases in liquidity as

is the case of working capital lenders.

Every growing business needs all three types: equity, working, and growth
capital. You should not expect a single financing program maintained for a
short period of time to eliminate future needs for additional capital.

As lenders and investors analyze the requirements of your business, they
will distinguish between the three types of capital in the following way:

1) fluctuating needs (working capital); 2) needs to be repaid with profits
over a period of a few years (growth capital); and 3) permanent needs
(equity capital).

If you are asking for a working capital loan, you will be expected to show
how the loan can be repaid through cash (liquidity) during the business's
next full operating cycle, generally a one year cycle. If you seek growth
capital, you will be expected to show how the capital will be used to
increase your business enough to be able to repay the loan within several
years (usually not more than seven). If you seek equity capital, it must be
raised from investors who will take the risk for dividend returns or

capital gains, or a specific share of the business.

Borrowing Working Capital

Chapter Il defined working capital as the difference between current

assets and current liabilities. To the extent that a business does not

generate enough money to pay trade debt as it comes due, this cash must be
borrowed.

Commercial banks obviously are the largest source of such loans, which have
the following characteristics: 1) The loans are short-term but renewable;

2) they may fluctuate according to seasonal needs or follow a fixed
schedule of repayment (amortization); 3) they require periodic full
repayment ("clean up"); 4) they are granted primarily only when the ratio

of net current assets comfortably exceeds net current liabilities; and 5)

they are sometimes unsecured but more often secured by current assets
(e.g., accounts receivable and inventory). Advances can usually be obtained
for as much as 70 to 80 percent of quality (likely to be paid) receivables

and to 40 to 50 percent of inventory. Banks grant unsecured credit only
when they feel the general liquidity and overall financial strength of a
business provide assurance for repayment of the loan.

You may be able to predict a specific interval, say three to five months,
for which you need financing. A bank may then agree to issue credit for a
specific term. Most likely, you will need working capital to finance

outflow peaks in your business cycle. Working capital then supplements
equity. Most working capital credits are established on a one-year basis.



Although most unsecured loans fall into the one-year line of credit
category, another frequently used type, the amortizing loan, calls for a
fixed program of reduction, usually on a monthly or quarterly basis. For
such loans your bank is likely to agree to terms longer than a year, as
long as you continue to meet the principal reduction schedule.

It is important to note that while a loan from a bank for working capital
can be negotiated only for a relatively short term, satisfactory
performance can allow the arrangement to be continued indefinitely.

Most banks will expect you to pay off your loans once a year (particularly
if they are unsecured) in perhaps 30 or 60 days. This is known as "the
annual clean up," and it should occur when the business has the greatest
liquidity. This debt reduction normally follows a seasonal sales peak when
inventories have been reduced and most receivables have been collected.

You may discover that it becomes progressively more difficult to repay debt
or "clean up" within the specified time. This difficulty usually occurs
because: 1) Your business is growing and its current activity represents a
considerable increase over the corresponding period of the previous year;
2) you have increased your short-term capital requirement because of new
promotional programs or additional operations; or 3) you are experiencing a
temporary reduction in profitability and cash flow.

Frequently, such a condition justifies obtaining both working capital and
amortizing loans. For example, you might try to arrange a combination of a
$15,000 open line of credit to handle peak financial requirements during
the business cycle and $20,000 in amortizing loans to be repaid at, say
$4,000 per quarter. In appraising such a request, a commercial bank will
insist on justification based on past experience and future projections.
The bank will want to know: How the $15,000 line of credit will be
self-liquidating during the year (with ample room for the annual clean up);
and how your business will produce increased profits and resulting cash
flow to meet the schedule of amortization on the $20,000 portion in spite
of increasing your business's interest expense.

Borrowing Growth Capital

Lenders expect working capital loans to be repaid through cash generated in
the short-term operations of the business, such as, selling goods or

services and collecting receivables. Liquidity rather than overall

profitability supports such borrowing programs. Growth capital loans are
usually scheduled to be repaid over longer periods with profits from
business activities extending several years into the future. Growth capital
loans are, therefore secured by collateral such as machinery and equipment,
fixed assets which guarantee that lenders will recover their money should
the business be unable to make repayment.

For a growth capital loan you will need to demonstrate that the growth
capital will be used to increase your cash flow through increased sales,
cost savings, and/or more efficient production. Although your building,
equipment, or machinery will probably be your collateral for growth capital
funds, you will also be able to use them for general business purposes, so
long as the activity you use them for promises success. Even if you borrow
only to acquire a single piece of new equipment, the lender is likely to



insist that all your machinery and equipment be pledged.

Instead of bank financing a particular piece of new equipment, it may be
possible to arrange a lease. You will not actually own the equipment, but

you will have exclusive use of it over a specified period. Such an

arrangement usually has tax advantages. It lets you use funds that would be
tied up in the equipment, if you had purchased it. It also affords the

opportunity to make sure the equipment meets your needs before you purchase
it.

Major equipment may also be purchased on a time payment plan, sometimes
called a Conditional Sales Purchase. Ownership of the property is retained

by the seller until the buyer has made all the payments required by the
contract. (Remember, however, that time payment purchases usually require
substantial down payments and even leases require cash advances for several
months of lease payments.)

Long-term growth capital loans for more than five but less than fifteen

years are also obtainable. Real estate financing with repayment over many
years on an established schedule is the best example. The loan is secured
by the land and/or buildings the money was used to buy. Most businesses are
best financed by a combination of these various credit arrangements.

When you go to a bank to request a loan, you must be prepared to present
your company's case persuasively. You should bring your financial plan
consisting of a Cash Budget for the next twelve months, Pro Forma Balance
Sheets, and Income Statements for the next three to five years. You should
be able to explain and amplify these statements and the underlying
assumptions on which the figures are based. Obviously, your assumptions
must be convincing and your projections supportable. Finally, many banks
prefer statements audited by an outside accountant with the accountant's
signed opinion that the statements were prepared in accordance with
generally accepted accounting principles and that they fairly present the
financial condition of your business.

If borrowing growth capital is necessary and no private conventional source
can be found, the U.S. Small Business Administration (SBA) may be able to
guarantee up to 90 percent of a local bank loan. By law, SBA cannot
consider a loan application without evidence that the loan could not be
obtained elsewhere on reasonable terms without SBA assistance. Even for
such guaranteed loans, however, the borrower must demonstrate the ability
to repay.

Borrowing Permanent Equity Capital

Permanent capital sometimes comes from sources other than the business
owner/manager. Considered ownership contributions, they are different from
"stockholders equity” in the traditional sense of the phrase. Small

Business Investment Companies (SBIC's) licensed and financed by the Small
Business Administration are authorized to provide venture capital to small
business concerns. This capital may be in the form of secured and/or
unsecured loans or debt securities represented by common and preferred
stock.

Venture capital, another source of equity capital, is extremely difficult
to define; however, it is high risk capital offered with the principal



objective of earning capital gains for the investor. While venture

capitalists are usually prepared to wait longer than the average investor

for a profitable return, they usually expect in excess of 15 percent return

on their investment. Often they expect to take an active part in

determining the objectives of the business. These investors may also assist
the small business owner/manager by providing experienced guidance in
marketing, product ideas, and additional financing alternatives as the
business develops. Even though turning to venture capital may create more
bosses, their advice could be as valuable as the money they lend. Be aware,
however, that venture capitalists are looking for businesses with real
potential for growth and for future sales in the millions of dollars.

Figure 7-1
Financing Sources for Your Business

Equity (Sell part of company)
* Family, friends, and other non-professional investors
* Venture Capitalists
* Small Business Investment Companies (SBICs and MESBICSs)

Personal Loans
* Banks
- Unsecured loans (rare)
- Loans secured by:
Real Estate
Stocks and Bonds
* Finance Companies
- Loans secured by:
Real Estate
Personal Assets
* Credit Unions
- Unsecured "signature” loans
- Loans secured by:
Real Estate (some credit unions)
Personal Assets
* Savings and Loan Associations
- Unsecured loans (rare)
- Loans secured by Real Estate
* Mortgage Brokers and Private Investors
- Loans secured by Real Estate
* Life Insurance Companies
- Policy loans (borrow against cash value)

Business Loans
Loans

* Banks (short-term)
- Unsecured loans (for established, financially sound companies only)
- Loans secured by:
Accounts Receivable
Inventory
Equipment
* Banks (long-term)
- Loans secured by:
Real Estate



- Loans guaranteed by:
Small Business Administration (SBA)
Farmers Home Administration (FmHA)
* Commercial Finance Companies
- Loans secured by:
Real Estate
Equipment
Inventory
Accounts Receivable
* Life Insurance Companies
- Loans secured by commercial Real Estate (worth at least $150,000)
* Small Business Administration (SBA)
- Loans secured by:
All available business assets
All available personal assets
* Suppliers
- Trade Credit
* Customers
- Prepayment on orders

Leasing

* Banks
* Leasing Companies
- Loans secured by:
Equipment
Sales of Receivables (called "factoring")

(Source: The Business Store, Santa Rosa, California.)
Applying for Capital

Below is the minimum information you must make available to lenders and
investors:

1. Discussion of the Business
* Name, address, and telephone number.
* Type of business you are in now or want to expand or start.

2. Amount of Money You Need to Borrow
* Ask for all you will need. Don't ask for a part of the total and
think you can come back for more later. This could indicate to the
lender that you are a poor planner.

3. How You Will Use the Money
* List each way the borrowed money will be used.
* [temize the amount of money required for each purpose.

4. Proposed Terms of the Loan
* Include a payback schedule. Even though the lender has the final say
in setting the terms of the loan, if you suggest terms, you will
retain a negotiating position.
5. Financial Support Documents

* Show where the money will come from to repay the loan through the



following projected statements:

- Profit and Loss Statements (one year for working capital loan
requests and three to five years for growth capital requests)

- Cash Flow Statements (one year for working capital loan requests

and three to five years for growth capital requests)

6. Financial History of the Business
* Include the following financial statements for the last three years:
- Balance Sheet
- Profit and Loss Statement
- Accounts Receivable and Accounts Payable Listings and Agings

7. Personal Financial Statement of the Owner(s)
* Personal Assets and Liabilities
* Resume(s)

8. Other Useful information Includes
* Letters of Intent from Prospective Customers
* Leases or Buy/Sell Agreements Affecting Your Business
* Reference Letters

Although it is not required, it is useful to calculate the ratios described

in Chapter Il for your business over the past three years. Use this
information to prove the strong financial health and good trends in your
business's development and to demonstrate that you use such management
tools to plan and control your business's growth.

VIII. Financial Management Planning

Studies overwhelmingly identify bad management as the leading cause of
business failure. Bad management translates to poor planning by management.

All too often, the owner is so caught up in the day-to-day tasks of getting

the product out the door and struggling to collect receivables to meet the

payroll that he or she does not plan. There never seems to be time to

prepare Pro Formas or Budgets. Often new managers understand their products
but not the financial statements or the bookkeeping records, which they

feel are for the benefit of the IRS or the bank. Such overburdened
owner/managers can scarcely identify what will affect their businesses next
week, let alone over the coming months and years. But, you may ask, "What
should | do? How can I, as a small business owner/manager, avoid getting
bogged down? How can | ensure success?"

Success may be ensured only by focusing on all factors affecting a
business's performance. Focusing on planning is essential to survival.

Short-term planning is generally concerned with profit planning or
budgeting. Long-term planning is generally strategic, setting goals for
sales growth and profitability over a minimum of three to five years.

The tools for short- and long-term plans have been explained in the

previous chapters: Pro Forma Income Statements, Cash Flow Statements or
Budgets, Ratio Analysis, and pricing considerations. The business's

short-term plan should be prepared on a monthly basis for a year into the
future, employing the Pro Forma Income Statement and the Cash Flow Budget.



Long-Term Planning

The long-term or strategic plan focuses on Pro Forma Statements of Income
prepared for annual periods three to five years into the future. You may be
asking yourself, "How can | possibly predict what will affect my business
that far into the future?" Granted, it's hard to imagine all the variables

that will affect your business in the next year, let alone the next three

to five years. The key, however, is control--control of your business's

future course of expansion through the use of the financial tools explained

in the preceding chapters.

First determine a rate of growth that is desirable and reasonably

attainable. Then employ Pro Formas and Cash Flow Budgets to calculate the
capital required to finance the inventory, plant, equipment, and personnel
needs necessary to attain that growth in sales volume. The business
owner/manager must anticipate capital needs in time to make satisfactory
arrangements for outside funds if internally generated funds from retained
earnings are insufficient.

Growth can be funded in only two ways: with profits or by borrowing. If
expansion outstrips the capital available to support higher levels of
accounts receivable, inventory, fixed assets, and operating expenses, a
business's development will be slowed or stopped entirely by its failure to
meet debts as they become payable. Such insolvency will result in the
business's assets being liquidated to meet the demands of the creditors.
The only way to avoid this "outstripping of capital” is by planning to

control growth. Growth must be understood to be controlled. This
understanding requires knowledge of past financial performance and of the
future requirements of the business.

These needs must be forecast in writing--using the Pro Forma Income
Statement in particular--for three to five years in the future. After
projecting reasonable sales volumes and profitability, use the Cash Flow
Budget to determine (on a quarterly basis for the next three to five years)
how these projected sales volumes translate into the flow of cash in and
out of the business during normal operations. Where additional inventory,
equipment, or other physical assets are necessary to support the sales
forecast you must determine whether or not the business will generate
enough profit to sustain the growth forecast.

Often, businesses simply grow too rapidly for internally generated cash to
sufficiently support the growth. If profits are inadequate to carry the

growth forecast, the owner/manager must either make arrangements for
working growth capital to borrowed, or slow growth to allow internal cash

to "catch up” and keep pace with the expansion. Because arranging financing
and obtaining additional equity capital takes time, this need must be
anticipated well in advance to avoid business interruption.

To develop effective long-term plans, you should do the following steps:

1. Determine your personal objectives and how they affect your willingness
and ability to pursue financial goals for your business. This

consideration, often overlooked, will help you determine whether or not
your business goals fit your personal plans. For example, suppose you hope
to become a millionaire by age 45 through your business but your long-term



strategic plan reveals that only modest sales growth and very slim profit
margins on that volume are attainable in your industry. You must either
adjust your personal goals or get into a different business. Long-range
planning enables you to be realistic about the future of your personal and
business expectations.

2. Set goals and objectives for the company (growth rates, return on
investment direction as the business expands and mature). Express these
goals in specific numbers, for example, sales growth of 10 percent a year,
increases in gross and net profit margins of 2 to 3 percent a year, a

return on investment of not less than 9 to 10 percent a year. Use these
long-range plans to develop forecasts of sales and profitability and
compare actual results from operations to these forecasts. If after these
goals are established actual performance continuously falls short of
target, the wise business owner will reassess both the realism of
expectations and the desirability of continuing to pursue the enterprise.

3. Develop long-range plans that enable you to attain your goals and
objectives. Focus on the strengths and weaknesses of your business and on
internal and external factors that will affect the accomplishment of your
goals. Develop strategies based upon careful analysis of all relevant
factors (pricing strategies, market potential, competition, cost of

borrowed and equity capital as compared to using only profits for
expansions, etc.) to provide direction for the future of your business.

4. Focus on the financial, human, and physical requirements necessary to
fulfill your plan by developing forecasts of sales, expenses, and retain
earnings over the next three to five years.

5. Study methods of operation, product mix, new market opportunities, and
other such factors to help identify ways to improve your company's
productivity and profitability.

6. Revise, revise. Always use your most recent financial statements to
adjust your short- and long-term plans. Compare your company's financial
performance regularly with current industry data to determine how your
results compare with others in your industry. Learn where your business may
have performance weaknesses. Don't be afraid to modify your plans if your
expectations have been either too aggressive or too conservative.

Planning is a perpetual process. It is the key to prosperity for your
business.

For Further Information

U.S. Small Business Administration Publications

Business Development Booklets

The following booklets and other publications are available from the
Superintendent of Documents, U.S. Government Printing Office, Washington,
DC 20402. Write GPO to obtain SBA Order Form 115B, which lists publications

and current prices.

Handbook of Small Business Finance--Small Business Management Series No. 15.



Ratio Analysis for Small Business--Small Business Management Series No. 20.
Guides for Profit Planning--Small Business Management Series No. 25.

Financial Control by Time-Absorption Analysis--Small Business Management
Series No. 37.

Purchasing Management and Inventory Control for Small Business--Small
Business Management Series No. 41.

Managing for Profits--Nonseries (GPO Stock No. 045-000-00206-3).
Business Development Pamphlets

Many pamphlets are available from the U.S. Small Business Administration
for a small processing fee. Write SBA, P. O. Box 15434, Fort Worth, TX
76119 to request SBA Order Form 115A.

Other Sources

Retailing, Principles and Methods, Richard D. Irwin, Inc., Chicago, IL.

"Understanding Financial Statements,"” Small Business Reporter, 1980, Bank
of America NT & SA, San Francisco, CA.
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10) How To Obtain A Merchant's Credit Card Account

It's a proven fact that mail order marketers can increase sales
substantially by offering their custoners a credit card option

Sonme marketers enjoy increases of 10%to 30%in sal es when they
get up with a Visa/Mastercard nerchants account. O hers have
reported increases up to a whoppi ng 100% or even norel

If all of your sales are nmade by nmail, you can expect to up your
total sales by at least 10% and nore likely 15%to 30% sinply by
offering the credit card option. If you plan to use the tel ephone
a great deal as a marketing tool, offering a credit card buying
option could double or triple your sales.

Credit card buying is seductive. Many people like the option of
buyi ng sonet hing today that they won't have to pay for unti
later. Al so, nbst consuners tend to spend nore using their
pl astic, than when they're witing a check, or paying cash.

REASONS VWHY YOU SHOULD BECOVE A CREDI T CARD MERCHANT

There are many good reasons why you can benefit from securing
credit card nerchants status. Here are some of them..

* People with credit cards are nore affluent than those w thout
plastic. They can afford to spend nore noney.

* They tend to be better "credit risks", if you want to sel
"open account."

* Qverall, they buy nore by mail than those w thout cards.

* You cannot effectively sell fromcomrercials on radio or TV

wi thout offering credit card purchasing. Visa and Mastercard are
by far, the cards nobst consuners have.

* They often will make credit card purchases even when they are
short on cash, and/or when their checking account bal ance is | ow

* You can sell on installnments, obtaining perm ssion to charge
the buyer's card on a nonthly basis.

* You can ship goods with the secure knowl edge that paynment has
been secured before shipnment is nmade

THE PROBLEM

By now, you're probably convinced that accepting credit card
orders is a darn good idea. But how can you obtain credit card
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**Special Feature**

Terry Dean's I nter net Cashflow System

If you do not know who Terry Dean is, here's a brief introduction :

"Terry is considered one of the top small business Internet consultantsin
the world today. He currently earns well into six figures a year while living
what he likesto call the "Internet Lifestyle" (working only 20 to 30 hours a
week). His entire business runs almost completely on auto-pilot. Terry
shows people why the biggest problem you will run into online will not be
a lack of money or a lack of time......but your biggest hindrance will be the
world of misinformation concerning just how easy it isto build an Internet
business.

You don't need a lot of money or a lot of time to build multiple streams of
automatic Internet income, but you do need the right information. "

The Internet Cashflow System, developed by Terry is a complete turnkey
system that literally transform your PC into a cash machine. He teaches you
how to develop a winning marketing system, to automate most of your
routine marketing chores and most importantly how to make money online
with a proven system. He aso offers an affiliate program that pays 50% of
the sdlling price of $97.

But what's crazy about this offer isthat Terry will DOUBLE your money
back guarantee if you are not satisfied within a 365 day period!

Check it out now.

If you still doubtful, then get afed of Terry's marketing genius by sending a
blank email to astrowhiz@qgetresponse.com for a fr ee cour se entitled :

" 115 Internet Marketing Techniquesto Blast Your Competitors Out
of the Water!"

Contact : webmaster@astrowhiz.com
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merchants status? Truth is, it's not always a piece of cake. In
recent years banks have been playing hard-ball wth many business
peopl e, especially anyone doing business by mail. It's the sane
old story, a handfull of mail order crooks have al nost totally
screwed-up a good thing for honest dealers. The major credit card
conpani es have told the banks to be very, very selective in

i ssui ng nmerchant accounts to mail order sellers and hone business
oper at or s.

Because a few scum bags have ripped off sonme banks, and run off

wi th the noney, your local friendly banker may not be too
"friendly" when you tell himyou want a nerchants account. It has
beconme increasingly nore difficult for mail order sellers to
secure a nerchants account, and if you only sell by mail, but

al so do consider setting you up for Visa and Mastercard
processi ng. That happens to be reality...but always renenber
WHERE THERE IS A WLL THERE MUST BE A WAY! In this specia

val uabl e report 1'mgoing to cover sone of the best way to obtain
your nerchant's status.

THE BEST WAY TO OBTAI N YOUR MERCHANT ACCOUNT

Al t hough your banker may have already told you that they "cannot"
accept you for a nerchant account, the sinple, unvarnished truth
is that he/she can. Visa and Mastercard do set sone rigid
guidelines for their affiliated banks to follow, but ultimtely

t he banks rnust approve or disapprove each application. Excuses
concerni ng "doi ng business by mail", "operating a hone-based

busi ness", "not having a | ong business track record", are just

t hat - excuses! A sonmewhat polite way to tell you "no"

Could a mail order businessman, (books, hone-study

courses, etc.) but how al so conducts his business exclusively in his
hone get a Merchant Account? Fat chance of himgetting a nerchants
account. Right? Wong: He happily processes credit card orders for
his customers will full know edge and cooperation from his bank

How did he do it? He never stopped asking for what he wanted.

When his own bank refused to even consider himfor a nmerchant
account, due to the fact that he was in mail order, and al so
doi ng business from his home, he beat path to several other
banks.

The first four banks he visited also said "no", (2 were large
institutions, 2 md-size), so he decided to try some snaller
banks. Guess what? The very first bank he went to said "Maybe"

They asked himto transfer his account to their bank, so that
they could "monitor" it for six nonths. He told the bank

of ficial that he would consider their proposal, and the proceeded
to another small bank one block up the street.

He |iked what the second small bank said. They said "Yes!" Al he
needed to do was establish a checking account with them and

mai ntai n a nodest $1, 000, business checking account bal ance. This
he quickly did!



He is not unique. But he was very persistent and kept asking
for what he wanted, and you nmust also. Probably th two best ways
to get a merchant account are:

(1) Keep pestering your own bank about granting you charge card
privileges, until they agree to do so.

(2) If your bank outright refuses, make a list of all banks in
your immedi ate area, putting sone special attention on smal
banks. Next, get out a pair of your nost confortabl e shoes and
get to it! Ask...Ask...Ask..Ask.. Ask! You have nothing to | ose,
and nuch to gain by being persistent, and by constantly asking
for what you want (that's good advice in all areas-business and
personal ) of your I|ife!

CREDI T CARD MERCHANT ALTERNATI VES

If you absolutely have no success in obtaining a merchants
account froma |l ocal bank, you should consider the alternatives.
Here are sone of them..

***Ted N chol as, best known as the best-selling author of "How To
Form Your Oan Corporation Wthout A Lawyer For Under $50.00", has
established a small business organi zation entitles "Entrepreneurs
of America." Menbership is $50.00 per year. This organization
intends to offer reasonable rates on credit card processing to
their nenbers. For nore information wite to: Entrepreneurs of
America, 2020 Pennsylvania Ave., Suite 224, \Washi ngton, DC 20006.
Phone: (800) 533-2665.

*** The Late Howard E. Welsh is the founder and director of the fast
growi ng National Association of Publishers and Mail O der

Deal ers. Hi s association has many exciting prograns to help smal
order tabloid publishers and snmall mail order deal ers succeed.

Just prior to printing this report, For nore information

wite: NAPOD, 12 Westerville Square, #355 Westerville, Ch 43081.

***|f you sell books, manuals, magazines, or fornms of "paper and
i nk" products, you may wi sh to join the Anerican Booksellers
Associ ation (ABA). This is the No. 1 booksellers professiona
association in the United States. In addition to many other
benefits (National and regional conventions and trade shows,
educational programs, etc.), nmenbers also can have their credit
card orders processed through the ABA's Merchant Service D scount
program Wite to: Anerican Booksellers Association, 122 E. 42nd
St., New York, NY 10168.

***Barry Reid, owner of the Eden Press, has advertised that he
can help mail order marketers obtain credit card processing.
Wite: Eden Press, Box 8410, Fountain Valley, CA 92728.

***NMount ai n West Conmmuni cati ons of Col orado of fers a busi ness

t el ephone answering service that handl es inquires or orders. \Wen
you subscribe to their service, they can al so process your credit
card orders for you. Wite: Muntain West Conmmuni cations, P.O
Box 216, Hotchkiss, CO 81419. Phone: (800) 642-9378.



NEVER d VE UP!

Al t hough this special report gives you various sources that m ght
be able to help you with your credit card processing, the main
message of this report is "NEVER A VE UP' Never take "NO' for a
final answer. Keep asking for what you want! Those who keep

aski ng and seeking, usually obtain what they want.

NOTE : Please revisit our website at http://ww. astrowhi z. com for
Parts Il to V.

Get FREE astrological alerts & FREE 6mb email for life!
send a blank email to astroupdate@getresponse.com




Interesting Links : Business and Finance

These websites are good sources of information or contacts for your financial matters.Please visit
them and come back often for updates. In addition, if you want a personalized reading of your
financial horoscope, please click here

Instant Internet Cashflow System <http://www.allthesecrets.com/ic/a917z/index.html|>
Attain FINANCIAL FREEDOM by using this complete cash turn key system for your
website.

Seconduser.com. <http://hop.clickbank.net/?garyt/seconduser>
B2B site for buying and selling secondhand computer equipment.

ezebook. <http://hop.clickbank.net/?garyt/higher>
eBook Profits will show you how to create, sell and make money with ebooks.

Business Card Breakthroughs!. <http://hop.clickbank.net/?garyt/biztips>
350+ tips on business card design, content, organizing, etiquette and creative marketing in
Business Card Breakthroughs.

Polish Business Directory. <http://hop.clickbank.net/?garyt/baton1988>
Directory for manufacturers, exporters and importers.

E-Commerce Reporting Asociation. <http://hop.clickbank.net/?garyt/ecommerce>
E-Commerce Reporting Asociation.

J2 MediaGroup,Inc <http://hop.clickbank.net/?garyt/ingvarg>
If you are looking for fresh ideas on how to get better results from your business without
manipulating people please contact us.

Millionaires' Wisdom <http://hop.clickbank.net/?garyt/wisdom>.
A 24-Part Self-Study Course.

Credit Card Buster <http://hop.clickbank.net/?garyt/senoj>
Discover how YOU can get lots more than 56 days, before you need to make a credit card
payment...100% Guaranteed... Interest Free

Carreon & Associates <http://hop.clickbank.net/?garyt/4credit>
Credit Repair & Debt Negotiations.

Six Easy Steps To Millions In Grants. <http://hop.clickbank.net/?garyt/maldon>
Electronic Grant Writing Manual

Personalized Horoscopes by Asian Masters
http://www.astrowhiz.com
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Business Ideas
(Part 2)

[ you are looking for more breakthrough business ideas, then this
second installment of the 5 part ebook is well worth your search .

[ Note : This is a follow up to our earlier release(part 1) which is
offered free. Click here to download it if you have not done so. |
46 Business Ideas Part 2

Format : PDF

Size : 207 kb (with background graphics)

Description : This is a 52 page ebook with 12 articles detailing
various ideas and strategies for starting a profitable business

Topics :

Prologue : The Magic of Belief and the Success of Your Business
Chapter 1 : All Signs Point To A Lucrative Business In Fabrication
Chapter 2 : Making A Killing In The Hauling Business

Chapter 3 : Perpetual Income From Home Inspection

Chapter 4 : Hot Profits From Your Hot Stamping Business
Chapter 5 : Numbering Houses And Making Instant Profits
Chapter 6 : How To Make A Fortune With A Used Bookstore

Chapter 7 : Making Obscene Profits With Self Improvement
Seminars

Chapter 8 : Video Can Still Make You A Star
Chapter 9 : Earn A Decent Living Mounting Clocks

Chapter 10 : How To Make Executive-Level Earnings With Giftt
Baskets

* BONUS CHAPTER ** : Adapting The Above Ideas To The New Economy



http://www.astrowhiz.com/46ideas.exe

Price for this ebook : US$19.95 only
(it will pay for itself many times over)

Plus :

1. You get a complimentary copy of the ebook
"Practical Dotcom Business"

o "Take you by the hand" guide to start your own dotcom
business

o Priceless ideas on what types of business to go into

o Killer tactics for marketing and promoting your website

2. You get a complimentary copy of the software
"Business Evaluation System”

o This piece of software can help anyone evaluate how
much their business is worth.

o It also includes several bonuses showing you how to
promote effectively and how to sell your business.

3. You get a 12 Month Money Back Guarantee

o As an added incentive, we are also giving you a 12
month money back guarantee.

o Yes, you heard right -- if you are not satisfied that you
have saved lots of time and money by purchasing our
ebook, then we will be happy to refund you in full within a
12 month period, no questions asked!

All for a special price of US$19.95
*Special Note* :

o If you prefer to lead the same mundane life without any plans
to achieve your dreams, click here.

o However, if you are determined to change course and take
charge of your life then :

Click Here to Order Now!
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