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Preface

Starting and running your own business is one of the most exciting and
potentially rewarding activities in which you can engage. In terms of
your standard of living, as well as your level of personal satisfaction,
there’s no limit to what you can achieve through private enterprise. To
increase the probability of your success, our book provides the practi-
cal information every business owner needs—and presents it in a way
that’s easy to understand and ready to be used.

Many features make How to Start, Run & Stay in Business equally well
suited for both prospective and present business owners:

Handbook format. Each stage of business operations—from select-
ing the right kind of business to financing, insuring, and pro-
moting it—is covered on a chapter-by-chapter basis.

Checklists. Included throughout the book are checklists, so that
you can measure your progress and monitor any areas of your
business that need improvement.

Graphic examples. Whether you need a financial statement, a job
application, or a press release, you can see what it looks like.

Approach. The book’s real-world approach to running a business
gives you the information you want when you need it.

Here are a few questions explored and answered in the following
chapters:

• How can I raise enough money to get started?

• What’s the right kind of business for me?
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• Which is better—a sole proprietorship, a partnership, or a corpora-
tion?

• How much insurance should I have?

• What’s the best way to find good employees?

• How much should I charge?

• How should I promote my business?

• How complex does my bookkeeping system need to be?

• What’s involved in purchasing a franchise?

• What if I get stuck and need outside help?

• How can I use the Internet to build my business?

• How can I expand into foreign markets?

Whether you’re thinking about starting your own business or
already running one, you’ll find the answers you’ve been looking for in
these pages.

More than 200,000 readers have used the earlier editions of our
book to start or build businesses of their own. Many have taken the
time to thank us for writing the book and to share their stories with us.
For this we are grateful. One entrepreneur told us that she kept the
book next to her cash register and had used it so many times that the
pages were falling out!

Now, with this updated and expanded edition of How to Start, Run
& Stay in Business, we look forward to helping the next generation of
entrepreneurs. We wish you much success . . . and hope that our book
finds a place next to your busy cash register.

Gregory F. Kishel
Patricia Gunter Kishel
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1

1
Getting Started

In any successful business operation the secret ingredient is planning.
The adage that failing to plan means planning to fail is especially true of
running a business. Without good plans, a business is totally at the mercy
of fate, ruled by laws based on random probability rather than sound
judgment. In this situation, instead of you running your business, it runs
you. The way to avoid this is by taking the time to formulate your objec-
tives before starting your business. This entails analyzing your reasons for
wanting to go into business in the first place, rating your abilities in dif-
ferent areas, and determining what kind of business best suits you.

What’s in It for Me?
“What’s in it for me?” is the first question you should ask yourself. Start-
ing and running your own business requires significant investments of
money, time, and energy. In exchange for the opportunity of owning
your own business, you give up the benefits that employees take for
granted: job tenure, a regular paycheck, paid holidays, vacations and
sick leave, and a company insurance plan, as well as the ability to leave
your job behind at the end of the day. It’s only logical that you should
want to know what to expect in the form of a return on your invest-
ment—not just in dollars, but in satisfaction.

Advantages of Owning a Business

The number of new businesses started in the United States each year is
currently growing at a faster rate than the population—clear evidence
that owning a business is perceived as offering certain advantages. The
ones mentioned most often include these:

• Control. The authority to make decisions rests with you. As the boss,
you have the power to direct all the activities of your business.
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• Creative freedom. Without the restriction imposed by set policies and
the need to go through channels, your ideas and talent can be freely
expressed.

• Profits. The more successful your business is, the more money you
can make. Whereas employees’ salaries generally depend on budget
approvals and cost-of-living increases, yours is directly linked to your
performance.

• Job security. Because it’s your business, you can’t be fired, laid off, or
forced to retire.

• Pride. You gain the satisfaction that comes from knowing you have
built your business into a successful operation through your own
efforts.

• Wealth. Owning a business gives you the opportunity to build
wealth, creating an asset that you can borrow against, sell, or pass on
to the next generation.

Disadvantages of Owning a Business

Being the boss isn’t without its disadvantages. Among those most fre-
quently mentioned are these:

• Investment at risk. If the business fails, you could lose your entire
investment. In addition, your personal assets may be jeopardized.

• Long hours. Keeping your business going is rarely just a 9:00 to 5:00
proposition, especially in the beginning. Be prepared to put in many
12-hour days to make it work.

• Fluctuating income. Instead of reliably receiving a steady paycheck,
you depend on income that is subject to the ups and downs of the
business.

• Responsibility. The freedom to make decisions carries the burden of
standing by them. If anything goes wrong, ultimately you’re the one
who’s responsible.

• Pressure. There’s always the pressure to please your customers,
meet your payroll, and satisfy your creditors’ demands.

• Regulations. You must abide by federal, state, and local laws, as well
as the safety stipulations imposed by your insurance carrier.

2 • HOW TO START, RUN & STAY IN BUSINESS
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Do the advantages of owning a business outweigh the disadvan-
tages? That’s something only you can determine. Just as some individu-
als can be happy only when working for themselves, others prefer to
work for an employer. In planning your own business, it’s important
that you keep sight of your own needs and wants. Will owning a busi-
ness enable you to satisfy them at a price you’re willing to pay?

Do I Have What It Takes?
Do you have what it takes to own and operate your own business? It isn’t
a matter of how smart you are; it’s more a matter of personality and
behavior. Researchers have found that individuals who possess certain
characteristics are more likely to succeed as business owners than those
who lack these characteristics. Although there’s not total agreement as
to the characteristics that are most important, those frequently cited
include:

• Motivation. The drive (mental and physical) to succeed, to accom-
plish the tasks of your own choosing, on your own terms

• Confidence. The firm belief in your own capabilities and your
chances of success

• Willingness to take risks. The readiness to sacrifice your own security,
if need be, in order to accomplish your goals

• Ability to make decisions. The skill to analyze complex situations and
draw the conclusions that will make your business succeed

• Human relations skills. The ability to get along with others, to inspire
cooperation, confidence, and loyalty

• Communications skills. The talent to express yourself, to understand
others, and to share ideas

• Technical ability. The expertise to produce the goods and services of
your business

• Vision. The creativity to recognize and capitalize on new business
opportunities

To rate yourself in these areas and to get some additional input
regarding your suitability for the entrepreneurial role, read the follow-
ing rating scale, and answer the questions as objectively as you can.

GETTING STARTED • 3
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Rating Scale for Personal Traits Important to a Business Owner

Instructions: After reading each question, circle the letter of the answer
that fits you best. Be honest with yourself.

1. Are you a self-starter?
a. When something needs to be done, I do it. Nobody has to tell

me.
b. If someone gets me started, I keep on track.
c. Easy does it. I don’t put myself out unless I have to.

2. How do you feel about other people?
a. I like people and can get along with just about anybody.
b. I have plenty of friends. I don’t need anyone else.
c. People, in general, tend to irritate me.

3. Can you lead others?
a. I can get most people to follow me without much difficulty.
b. I can give the orders as long as someone tells me what to do.
c. I usually let someone else get things moving, then I join in if I

want to.

4. Can you take responsibility?
a. I like to take charge and see things through.
b. I can take charge if I have to, but I’d rather let someone else

be responsible.
c. Go-getters always want to show off. I say let them.

5. Are you a good organizer?
a. I like to have a plan before I start. I’m usually the one to get

things lined up.
b. I’m pretty good unless things get too complicated. Then I quit.
c. I just take things as they come. It’s easier that way.

6. Are you a good worker?
a. I can keep going as long as necessary. I don’t mind working

hard.
b. I’ll work hard up to a point, but when I’ve had enough, that’s

it.
c. I can’t see that hard work gets you anywhere.

7. Can you make decisions?
a. I can make up my mind when I need to, and my decisions usu-

ally turn out okay.

4 • HOW TO START, RUN & STAY IN BUSINESS
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b. I can if I have plenty of time. Otherwise I end up second-
guessing myself.

c. I don’t like to be the one who decides things. There’s too
much pressure.

8. Can people trust what you have to say?
a. They sure can. I don’t say things I don’t mean.
b. I try to be on the level, but sometimes I just say what’s easiest.
c. I don’t worry about the truth if the other person doesn’t know

the difference.

9. Can you stick with it?
a. If I make up my mind to do something, I don’t let anything

stop me.
b. I usually finish what I start.
c. If a job doesn’t go right, I bail out. Why beat your head against

a wall?

10. How good is your health?
a. I never run down.
b. I have enough energy for most things I want to do.
c. I’m okay as long as I don’t try to do too much.

Where did most of your circles go? Ideally, statement a should have
been your choice for each response. If it wasn’t, then you have one or
more weak spots to consider. It’s up to you to find ways to bring about
improvements in these areas, either by changing your personal habits
and attitudes or by staffing your business with people whose strengths
can augment yours.

Goal Setting
One way to improve your chances for success is to set goals for accom-
plishing the various tasks associated with forming and operating your
own business. For each goal, you should indicate your plan of action
and specify the target date for the goal’s achievement. Then, as each
target date arrives, you can compare your actual performance with
your intended performance. Whenever you reach a goal, set a new goal
for yourself. In this way you can keep both your momentum and your
motivation going at a steady pace. For example, your list of goals might
look like this:

GETTING STARTED • 5
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Month 1

• Read How to Start, Run & Stay in Business.

• Visit the Small Business Administration (SBA) and gather informa-
tion on starting a business.

• Research business formation in the public library and on the Internet.

• Talk to business owners to get their inputs.

Month 2

• Decide on the type of business to start.

• Collect as much information as possible on this type of business.

• Attend a business start-up seminar through a community college or
Small Business Development Center (SBDC) in your area.

Months 3–5

• Decide whether to start a business from scratch or buy an existing
business or franchise.

• Prepare a plan of action to obtain funds and to locate and furnish
your business.

• Go over the plan with a counselor at the local Small Business Devel-
opment Center.

Month 6

• Open your business.

Year 1

• Have your business break even.

Year 2

• Make a 15 percent profit on sales.

• Determine ways to improve or expand your business.

Years 3–5

• Open additional stores.

6 • HOW TO START, RUN & STAY IN BUSINESS
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Goal Specifics

For the goal-setting process to work, the goals that you set for yourself
should be (1) measurable, (2) scheduled, (3) realistic, and (4) written.

1. Measurable. It isn’t enough just to say that you want to “do well”
or to “be a success.” You have to have a way to measure your goals. In
other words, if you want to be a recognized leader in your field within
three years, think of the criteria for judging whether you have attained
the goal—memberships in specific organizations, write-ups in newspa-
pers and magazines, sales volume, profits, and so on. Unless there is
some standard of measurement you can use to determine what consti-
tutes a recognized leader, there’s no way to know whether you are one.

2. Scheduled. Each goal that you set for yourself should have a
specific time frame for its completion. If you have to move a date for-
ward or push it back, you can, but having a completion date to shoot
for will make it easier for you to schedule the work needed to accom-
plish your goal and to monitor your progress. Are you on schedule,
behind schedule, or ahead of schedule?

3. Realistic. If you set unrealistic goals for yourself, you set your-
self up for failure. Few people become “overnight” millionaires or earn
enough to retire within six months of starting their business. Look at
what other business owners in your field have accomplished, and find
out how long it took them to do it. Then compare their situations to
your own circumstances, and set your goals accordingly. Keep in mind,
too, that the closer your business goals are to your personal goals, the
greater the likelihood that you will achieve both.

4. Written. A goal that isn’t in writing isn’t a goal, as manage-
ment experts will tell you. By writing down the things you want to
accomplish, you start to realize them. Putting your goals in writing not
only clarifies them, but also enables you to keep them in focus as you
work toward attaining them.

What Kind of Business?
Perhaps you have already selected the kind of business you would like
to start. Instead, you may be considering several alternatives. In either
case, how can you tell whether you’ve picked a winner? Will your pro-
posed business be able to support you both materially and emotionally?

GETTING STARTED • 7
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The answer depends on such difficult-to-predict factors as the economy,
the competition, the available resources, and the political environ-
ment—all of them forces beyond your control. In addition, however, 
it depends on another factor that you can control—yourself. Be sure 
to consider this factor as carefully as the others. A business that’s right
for a friend of yours may not be right for you. Unless you select a type
of business or a field that genuinely appeals to you, the odds on your
winning are so slight that you’re better off not leaving the starting 
gate.

To shift the odds in your favor, the first thing you should do while
planning your business is to think about what you really want to do. Try
to come up with ideas for businesses that you would actually enjoy run-
ning, not just to make money but to have fun doing it. The more ideas
the better. As you come up with each idea, write it down. Once you start
digging into your own background, experience, education, and hob-
bies for inspiration, you may be surprised at how many different busi-
nesses appeal to you.

After you’ve expanded your list as much as you can, your next step
is to narrow it down, focusing on those business opportunities that
most closely match your own qualifications. For instance, if you have a
fear of heights and have never jumped out of a plane, a skydiving
school is probably a poor choice for you. If, on the other hand, you’re
talented at drawing and have computer skills, a graphic-design business
may be an excellent choice.

If you’re determined to start a specific business, even though you
know very little about it, what can you do to minimize your risk? Find
out as much as possible about your intended business before attempt-
ing to open it. You can do this by getting additional education, taking a
job in someone else’s business, researching the business in the library
and online, talking to people in the field, and so on. Even though this
step may make you postpone opening your doors, the delay will be
worth it. Once your doors are open, you’ll be in a better position to keep
them open.

As for those uncontrollable factors that also affect your business,
the best way to cope with them is to stay tuned in to what’s happening
in each area. Some new business owners get so caught up in their own
affairs that they fail to keep track of events that may have a direct bear-
ing on their operations. You can avoid this mistake by reading newspa-
pers and magazines, tuning in to the media and popular culture,

8 • HOW TO START, RUN & STAY IN BUSINESS
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listening to what people have to say, and observing the changes in your
environment.

Starting versus Buying a Business
Once you’ve selected the kind of business that is best for you, you face
another important decision: whether to start your business from
scratch or buy an existing business. Neither method is better than the
other. It’s a matter of choosing the one that best fits your own needs,
circumstances, and financial situation. For example, if speed is of the
essence—you want to open your doors in time to capitalize on a key
selling period or to take advantage of favorable lending terms—then
buying an existing business that’s already up and running may be the
answer. If, however, the existing business is in a bad location or its facil-
ities are deteriorating and in need of extensive repairs, you could end
up with major problems.

Thus, in comparing the two choices, you should pay close attention
to the pros and cons of each method.

GETTING STARTED • 9

Starting from Scratch

Pros

• You start with a clean slate—
the business is your vision.

• You choose everything—from
the location, design, and 
layout to the merchandise, 
supplies, and equipment.

• You hire the employees 
you want.

• You control the business’s
image.

• There aren’t any old problems
to resolve.

• You can fund your business in
stages—there’s no lump sum
purchase price to pay.

Cons

• It takes time to do everything
necessary to start the business.

• Lenders and investors may be
reluctant to put money into an
unknown business.

• It’s hard to find good 
employees.

• You have to build customer
awareness.

• You don’t have the input of a
previous owner to help you.

• It’s harder to do financial pro-
jections without a previous
track record.
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Additional Considerations

Other factors to keep in mind are:

• Your own preferences

• The availability of a suitable business to buy

• The costs associated with each method

• The profit projections for each method

Your comparison should also include a thorough background check
into the history of any business you consider buying. This entails:

1. Looking at a minimum of three years of its tax returns

2. Getting an estimate of its worth and its credit rating from Dun &
Bradstreet or another financial-information services company

3. Talking to its employees, suppliers, distributors, and competitors

4. Getting the opinions of current and former customers

5. Checking with government and consumer organizations to deter-
mine whether any complaints or legal actions have been filed against
the business

10 • HOW TO START, RUN & STAY IN BUSINESS

Buying a Business

Pros

• It’s already a going concern.

• It’s known in the community.

• Supplier and distribution
agreements are in place.

• It has an established customer
base.

• Credit can be more easily
obtained with a proven 
business.

• It already has money coming
in—immediate cash flow.

Cons

• The business may be over-
valued.

• The location or facilities may
be bad.

• The inventory, supplies, or
equipment may be outdated.

• It may be operating 
inefficiently.

• There may be unforeseen debt
or legal problems.

• Initial start-up costs tend to 
be higher.
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Checklist for Going into Business
Now that you have thought about your reasons for going into business,
examined your temperament, considered the opportunities open to
you, and set goals for your business, the following checklist should help
you to get started. The questions in it relate to both the formation and
the actual operation of your own business. Answer each question yes or
no. Be as honest with yourself as you can. This will help you find areas
of weakness that need improvement and topics that you need to
research further.

Answer
Before You Start Yes or No

About You

Are you the kind of person who can get a business
started and make it go?

Do you want to own your own business badly
enough to keep working long hours without any
guarantee that it will succeed?

Have you ever worked in a business like the one
you want to start?

Have you ever worked as a supervisor or a
manager?

Have you had any business training in school?

Have you researched your proposed business to
learn as much about it as possible?

About Money

Have you saved any money to invest in a business?

Do you know how much money you will need to
get your business started?

Do you know how much credit you can get from
your suppliers—the people you will buy from?

Do you know where you can borrow some of the
money you need?

GETTING STARTED • 11
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Answer
Before You Start (continued) Yes or No

Do you know any potential investors who might 
put money into the business?

Have you calculated what your annual net income
(salary plus profits) will be?

Can you live on less than this amount, if
necessary?

Have you talked to a banker about your plans?

About a Partner

If you need a partner with the money or the
know-how that you don’t have, is there someone
available you could work with?

Do you know the pros and cons of going it alone,
having a partner, or incorporating your business?

Have you talked to a lawyer about your options?

About Customers

Have you identified a niche for your business in
the marketplace?

Is there a need for your particular product or
service?

Do you know who your customers will be?

Do you understand their needs and wants?

Will your product or service offering be
competitive in all aspects—price, quality, and 
so on?

Have you chosen a location that is convenient for
your customers?

12 • HOW TO START, RUN & STAY IN BUSINESS
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Answer
Getting Started (continued) Yes or No

Your Building

Have you found a suitable building for your
business?

Will you have enough room when your business
grows?

Can you fix the building the way you want it
without spending too much money?

Will there be adequate parking, maintenance,
security, or other necessary support services?

Have you had a lawyer check the lease and zoning
for the facility?

Equipment and Supplies

Do you know what equipment and supplies you
need and how much they will cost?

Can you save money by buying secondhand
equipment?

Have you compared the difference between
buying and leasing?

Your Merchandise

Have you decided what merchandise to carry?

Do you know how much inventory you will need
on opening day?

Have you found suppliers who will sell you what
you need at a good price?

Have you compared the prices and credit terms
of different suppliers?

Your Records

Have you chosen a recordkeeping system that will
keep track of your income and expenses, assets,
and liabilities?

GETTING STARTED • 13
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Answer
Getting Started (continued) Yes or No

Have you worked out a way to keep track of your 
inventory so that you will have enough on hand for
your customers, but not more than you can sell?

Have you figured out how to maintain your
payroll records and take care of tax reports and
payments?

Do you know what financial statements you
should prepare?

Do you know how to use these financial
statements?

Your Business and the Law

Do you know what licenses and permits you need?

Do you know what business laws you have to obey?

Do you know a lawyer who can give you advice
and help with legal papers?

Protecting Your Business

Are you aware of the various risks that you should
guard against?

Have you talked with an insurance agent about
what kinds of insurance you need?

Have you made plans for protecting your business
against thefts of all kinds—shoplifting, robbery,
burglary, employee thievery?

When Buying a Business

Have you made a list of what you like and don’t
like about buying a business that someone else
has started?

Are you sure you know the real reason the
current owner wants to sell the business?

Have you compared the cost of buying the
business with the cost of starting a new business?

14 • HOW TO START, RUN & STAY IN BUSINESS

(continued)

12208_1p_Kishel_01.f.qxd  3/4/05  10:47 AM  Page 14



Answer
Getting Started (continued) Yes or No

Is the inventory up-to-date and in good condition?

Is the building in good condition?

Will the owner of the building transfer the lease
to you?

Have you talked with others in the area to see
what they think of the business?

Have you talked with the company’s suppliers?

Have you talked with a lawyer about the
purchase?

Answer
Making It Go Yes or No

Advertising

Have you picked a good name for your business?

Have you decided how you will advertise
(newspapers, magazines, direct mail, radio, etc.)?

Do you know where to get help with your ads?

Have you observed the types of promotion used
by your competitors?

Pricing

Do you know how to calculate what you should
charge for each item you sell?

Do you know what other businesses like yours
charge?

Buying

Do you know what suppliers you intend to buy
from?

Will your plan for keeping track of your inventory
tell you what and when to buy?

GETTING STARTED • 15
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Answer
Getting Started (continued) Yes or No

Selling

Do you know what selling techniques to use?

Have you thought about why people buy the
products or services you offer and how you can
convince customers to buy from you?

Are you fully aware of the benefits associated with
the products or services you will sell?

Your Employees

If you need to hire someone to help you, do you
know where to look?

Do you know what kind of person you need?

Do you know how much to pay such a person?

Do you have a plan for training your employees?

Answer
A Few Extra Questions Yes or No

Will owning a business enable you to achieve your
goals?

Have you talked it over with your family and
gotten their support?

Are you willing to make the commitment to “be
the boss”?

Are you ready to begin developing your business
plan?

16 • HOW TO START, RUN & STAY IN BUSINESS

For every yes answer you gave, think of yourself as one step closer to
turning your business dream into a reality. Each no answer represents
an area to work on—a temporary roadblock, yes, but a dead end only if
you let it be one.
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2
Preparing 

Your Business Plan

Given the rapid changes occurring in the marketplace and the
increasing levels of competition that all businesses face, you can’t
afford to proceed blindly, hoping that hard work alone will be enough
to make your business a success. To succeed, a business must have
clearly defined objectives and a fully developed strategy for achieving
them. In short, what’s needed is a business plan.

Far from viewing a business plan as a luxury reserved for big busi-
nesses or as something created solely to impress the financial commu-
nity, entrepreneurs should see it for what it is—one of the most
important tools a business can have. Just as an organization chart shows
the working relationships of the people within a business, a business
plan shows the purpose of the business and what it intends to accom-
plish. A good business plan helps to give form and substance to an
entrepreneurial vision, providing a mechanism that enables owners,
managers, and workers alike to function effectively. The better the busi-
ness plan, the better equipped your business will be to recognize and
assess the opportunities and risks that lie ahead.

When to Use a Business Plan
Much like a Swiss Army knife, with its multitude of tools and utensils,
your business plan can serve many purposes. Your business plan should
be of the greatest use to you when you’re starting or expanding your
business, developing new products, seeking financing, making man-
agement decisions, and maintaining control.
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Starting Your Business

During the start-up stage of a business, the existence of a sound busi-
ness plan can mean the difference between success and failure. Rather
than pursuing conflicting goals or allowing the business to develop
haphazardly, you can use the plan to keep your business on track.
Some of the questions your plan should answer are:

• What business am I in?

• What are my products or services?

• Who are my competitors?

• Who is my target market?

• What’s the best marketing strategy?

• How should my resources be utilized?

• What is the business’s profit potential?

Even though you may not be able to work out all the answers in
advance or may find that they change later, the important thing is to
have a set of assumptions about the business and its environment that
you can share with other people. This will make it easier for you to
enlist their support in launching your business and for them to work as
a cohesive unit in carrying out their respective tasks.

Expanding Your Business

Your business plan can also help reduce the added risks involved in
expanding your business. A plan is especially critical during an expan-
sion phase because this is one of the most dangerous times for a busi-
ness. If a business tries to expand too quickly, before mastering its
current level of activity, the quality of its products and services often
suffers. On the other hand, if it waits too long, the market could
already be saturated with similar product offerings and the opportu-
nity lost.

By addressing such issues as timing, the rate of expansion (should
the business grow at an annual rate of 5 percent or 20 percent?) and
the type of expansion (a bigger building? additional locations? new
products?), your plan can help you to make the right choices. In this
way, instead of being overwhelmed by growth, you should be able to
manage it.

18 • HOW TO START, RUN & STAY IN BUSINESS
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Developing New Products

For most businesses the need to develop new products is a fact of life
brought about by the continuing challenge to satisfy customers’ chang-
ing needs. To remain competitive, your business must be able to antic-
ipate and respond to these needs and to make effective use of new
technologies. The way to accomplish this is by developing new prod-
ucts and services or by improving existing ones. The company that
developed the electronic lightbulb, for example, invented a product
that lasts years longer than traditional incandescent and fluorescent
bulbs and is more energy-efficient, too.

Unless a business has a plan to guide it, though, the chances of its
coming up with profitable ideas for new products, product modifica-
tions, or improvements are minimal. To make the most of your
resources as your business grows, you must have a systematic plan for
developing new products and managing your current ones.

Obtaining Financing

Commercial lenders, such as banks and finance companies, expect to
see a business plan as a matter of course before they will lend money to
a business. The same holds true for government lenders. Even when
there is sufficient collateral to pledge as security for the loan, a business
plan is still likely to be required because it shows where the business is
going and how the money will be used.

A business plan is even more important if you’re seeking invest-
ment capital. Investors, especially venture capitalists, tend to be more
demanding than lenders because their risks are greater. Unless a plan
can convince them that financing a business will enable them to earn a
substantial return on their investment, the standard response is, “No
go. No dough.” This puts the burden on you to demonstrate through
your business plan that the investment will be worth their while.

Making Management Decisions

Perhaps the most valuable use of a business plan is in making man-
agement decisions. By stating what the business wants to accomplish
and assessing both its internal and external environments, a business
plan shows the “big picture.” This gives entrepreneurs a real advan-
tage. Instead of operating in the dark or looking at just one aspect of
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