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	PITFALLS TO AVOID IN STARTING YOUR OWN BUSINESS








LACK OF MANAGERIAL EXPERIENCE


Topping the list is simply lack of managerial experience.  Even those who have managed other businesses successfully have come quickly to bankruptcy when operating businesses they knew little about.





INSUFFICIENT STARTING CAPITAL


Insufficient starting capital ranks just under lack of experience as a cause of all business failures.  A new business must figure it's normal operating expenses plus owner's salary.  For safety, expense projections should be adjusted upward from ten to twenty-five percent to account for unforeseen expenses.  There are always unforeseen costs.  Expense calculations should always determine sales and profit projections.





LOCATION


Inexperienced people are prone to look for inexpensive locations.  Good locations are bound to cost money, but the sales volume realized from a good location can more than offset the higher cost of the more expensive location.





INVENTORY MISMANAGEMENT


The common warning "don't get too much inventory" should be modified to include, "don't buy the wrong merchandise."  Excessive or out-of-date inventory will never increase sales.





TOO MUCH CAPITAL GOING INTO FIXED ASSETS


Any money invested in fixtures or real estate will most likely come from working capital or will be borrowed.  Money spent in fixed assets that aren't necessary to your business is misspent working capital that could be available when you need it for either a crisis or an opportunity.





POOR CREDIT GRANTING PRACTICES


The temptations to let customers "put it on the books" can be very strong.





TAKING OUT TOO MUCH FOR YOURSELF


This is an easy habit to fall into.  The approach to what is taken out as owner's salary or owner's draw should be flexible and realistic.





TOO MUCH SUCCESS


Business is so good you decide to expand - but unplanned expansion can be ruinous.





THE WRONG ATTITUDE


Some businesses fail to prosper or come to grief because of the wrong attitude(s) of the owners.  Some owners figure that since the business is theirs, they'll work only hours to suit themselves.  The customer is the boss.
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