Small Business Q&A with Tim Knox


The “Always and Never” of Business

By Tim Knox

I know we’ve just about beat this horse to death, but business failure is an important topic since most successful entrepreneurs have at least one business tombstone in their past, yours truly included.  

As a quick refresher, business failures will usually fall within three categories: bad management, bad financial planning, and bad marketing.  However, the one thread that runs through all of these categories is that management, financial planning, and marketing are all areas ultimately controlled by the business owner, therefore, we will focus this column on what you, the business owner, should always and never do to help ensure that your business doesn’t go belly up.

Always have a plan. Many businesses fail because the owner failed to plan, or more to the point, failed to have a plan.  He who runs a business by the seat of his pants often ends up flat on his you-know what.  I know they are a pain to create and are often out of date the moment you finish them, but you must have a comprehensive business plan that roadmaps where you want your business to go and details how it will get there.  

A good business plan will help you keep a handle on things like financials (income and outgo), sales and marketing, growth and burn rates, and a wide assortment of other factors.  If it affects your business, it should be in your business plan.

Always overestimate the amount of money that you will need to start the business and the amount it will take to sustain the business through the first year or two, or until the revenues can fully sustain the business.  This is the number one mistake made by entrepreneurs and the number one reason businesses fail.  If you think you’ll need a hundred thousand dollars to get you to stability, count on actually needing two hundred thousand or more.

Always pinch every penny until it screams.  In business, money seems to evaporate at the touch, so it’s vital that you manage your money wisely.  If you don’t know what your money’s doing, odds are it’s not doing what you think it is.  Hire a good accountant and let him do his job.  Review your financials with him at least once per quarter (if not monthly) and ask for reports you can review.   

Always have experience in the type of business you’re starting.   Also, always have a thorough understanding of the industry.  Many entrepreneurs start businesses that they have no business starting.  This is like trying to fly a plane with no prior piloting experience.  Always work in a business similar to the one you want to start before striking out on your own.  

Never try to be all things to your business.  It is unrealistic to think that you can perform every function in your business and still have time to build the business.  You should only perform those tasks that you do well and help make the business stronger.  Everything else you should either turn over to an employee or farm out to someone else.  

Remember the old axiom “Work on your business, not in it!”  

Always keep an eye on the competition.   If someone asks who your competition is and you can’t immediately come up with at least two or three names, your business is in trouble.  Every business has competition.  A lack of competition means that there is probably no market for your product.  Always know who your competition is and what they are doing or you might wake up one day to find that they have put you out of business.

Always know who your customer is and always strive to find new ways to serve them.  Many small businesses don't really know who their customers are or what they can do to make the customer’s experience with them better.  A happy customer is a repeat customer who refers new customers.  A current customer is worth far more than a potential customer.  It’s vital that you know who your customers are and understand why they do business with you.  Once you have a customer,  work hard to keep them and never stop trying to impress them.  Customer service should at the forefront of your business plan.  
Always hire the best people you can find.  Your employees are often the first line of contact your business has with the public.  That’s why the team you assemble to work in your business can make or break you.  Don’t hire anyone that does not impress you as a person.  Train your employees well.  They should know your business as well as you do.  Remember, your employees are a direct reflection on you.  Remember that when interviewing and hiring someone to interact with your customers.

There are a hundred more “always and never” considerations we could cover. Here are a few more to consider:

Never put off till tomorrow what you can get done today.  Procrastination is a bad thing when it comes to running a business.   When the pile on your desk gets so high you can’t see over it, it’s time to get out from behind the desk and get to work.

Never be afraid to ask for help. No man (or woman) is an island. If you need help, ask for it!

Never undertake a task you have no experience or talent to perform.  If you have no business doing the books, hire an accountant.  If you need legal assistance, hire an attorney.  If you can’t draw a straight line, don’t design your company logo.

Always be flexible.  Times change, so must your business.  Don’t be so rigid that you can’t adapt to new technologies or new customer demands. Many businesses are totally retooled every few years.  Yours might be one of them.

Always keeping learning.  Be a sponge.  Read every business book you can.  Attend seminars and lectures.  Contrary to what you believe, there is still plenty of space in your head.  Fill it with knowledge that you can use to make your business a success.

And finally: Never give up.
Here’s to your success.

To submit a question or comment email tim@digitalgraphiti.com.

Copyright © 2003 Tim W. Knox

Page 1 of 3

