TEN MISTAKES TO AVOID IN STARTING UP YOUR BUSINESS

By Louis L. Davenport, Lancaster PA SCORE Small Business Counselor, with credit to Joe Schmitt, a Knoxville TN SCORE Counselor.

Since one mistake is usually enough to bring down a new business. Do your best to avoid these ten classic (all too often occurring) mistakes. These are some of the major reasons 70% of new businesses fail. Forewarned is forearmed for success.

1. Start a business with partners and associates with no formal written business agreements.
It doesn't take long for disagreements to develop and the fighting to begin. Why? There are no stated limits of responsibility and authority, and each person acts for him/herself and not for the benefit of the business. A written partnership or owners’ agreement is essential.

2. Failure to have a formal business plan. 
Too many people are in a hurry to get started and see things such as planning, research and marketing as unnecessary wastes of time. But if you don’t know where you are going, what you want to achieve and how you are going to get there, then how are you going to manage for untargeted results. Success is in establishing specific, measurable, action-oriented, realistic, time-bound goals and developing planned strategies for achieving them. Success is in the details.

3. Insufficient financial support.  
Many lenders won't loan money if the prospective borrower has a poor credit history. Before going into business, get your personal financial house in order. Also, it’s one thing to figure out how much money you need to start-up, but you also need to determine how much more is required to sustain the business through the first year or two of operating losses until the business becomes large enough to be truly profitable.

4. Failure to consider competition.
When competition is ignored, a business is usually doomed. By the time a competitor is recognized, it is likely too late. The new business is forced to compete and often resorts to cutting price. This is the worst thing to do. By cutting price, the business must endure competition and do it with a lower margin. Successful businesses study the competition, make themselves different—develop a “competitive advantage”--and deliver more value.

5. Use do-it-yourself legal and accounting help.
Why a person is willing to gamble all his or her assets on a business and not spend a few hundred dollars to get competent professional advice is beyond reason. If bankruptcy occurs, the lawyer and accountant will have to be paid anyway. Pay them first. It's cheaper. Don’t be “penny wise and pound foolish”.

6. No experience in the specific planned business.
In every profession, there is an internship that must be served to succeed. Getting the experience is easy. All you have to do is work for some who has a similar business. Want to start a bed-and-breakfast? Go work for one and learn the real-world problems and the “keys to success”. Working at an establishment is really a paid tuition program that will help ensure success. While you are working and learning, keep a journal of everything you experience each day and begin building your business plan as a result. If you don’t have management experience in the business you wish to enter, figure out how you are going to overcome this critical weakness. Perhaps employ people with pertinent experience or find an experienced mentor to guide you. Also, consider a franchise possibility (“You don’t have to know anything about flipping burgers. Do everything the way we tell you and you too will be a successful McDonalds franchisee.”)

7. Hire the wrong people or put the right people in the wrong positions.
Some entrepreneurs will gamble the firm on a business idea and give no thought to the type of employees to hire. And worse, often the employees who are hired are not trained and supervised. Remember, customers judge a business by the employees. Customers cost too much to lose even one.

8. Wrong location.
If location is an essential key to your success (it is not for everyone), then everything from visibility to traffic problems must be studied. If phone and the Internet are used to secure sales, the buyers must be able to locate the business number and the Website address. People won't spend much time looking. The message: “Be easy to find”.

9. Start a business where there is little demand.
Just because an entrepreneur wants to have a business doesn't mean people want to support it. You like to invent gadgets? That doesn't translate into sales. People have to want the product you make. In a very real sense, it doesn’t matter what you think about your proposed products and services; it only matters what the prospective customer thinks. “If the dogs won’t eat the dog food, then nothing else matters”.

10. A dislike of sales.
If you are in business, you are selling something. A person opening a shop and simply sitting at the cash register waiting to ring up the purchases won't work. “If you build it, they will come” was a movie line, not reality. Customer interaction, service, and assistance are all needed. That is sales.

You will significantly increase your odds of success if you heed these lessons learned from the mistakes of others.

Lancaster SCORE will present the following workshop as part of the Kutztown SBDC’s Business Skills for Success series.

16 Tactics to Build a Successful Business – How Successful Small Businesses Stay Successful

· Learn techniques to build a strong foundation for your business

· Discover creative thinking methods to inspire growth

· Master financial analysis and planning 

· Develop strategy and tactics in order for your company to be successful

This workshop is a very highly rated program, where you receive excellent, concrete examples to illustrate points.  Clients receive copies of the PowerPoint presentation and actively work in the class to develop the strategy and tactics using step-by-step workbooks.

The Lancaster County Chapter of SCORE offers free, confidential business counseling as well as free or low-cost business workshops, seminars and publications in Lancaster County, Pennsylvania.  SCORE is a resource partner with the U. S. Small Business Administration.
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