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Every business should
have a mission

C reating and planning a business is not easy,
but the task can be approached in a sys-
tematic way that will maximize the proba-
bility of success. First, it should be recognized that
every business has to have a reason for its exis-
tence. Second, every entrepreneur should know
why his or her new business should come into
being. Entrepreneurs start new businesses for lots
of reasons, some good and some not so good.
Many entrepreneurs simply want freedom and
independence from the work place. Unfor-
tunately, the market place may be more
demanding than the most meticulous boss, and
the entrepreneur who starts a business just to get
away from the constraints of a job may be sorely
disappointed.

It is not unusual for entrepreneurs to want a
creative opportunity, and they embark on a new
business as a means of self-expression. This moti-
vation for owning and operating an enterprise
is certainly acceptable, but in the final analysis
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Perpetual devotion to what a
man calls his business, is only
to be sustained by perpetual

neglect of many other things.

—_ — O

Robert Louis Stevenson, An Apology for Idlers

few businesses are deemed successful unless they
make money, and for good reason: Few entities
can exist for long if they do not become profitable
at some point.

The simple desire to have a business is not suffi-
cient to justify the existence of an enterprise. Even
the desire to make a profit is not sufficient for a
business to succeed. There also has to be an eco-
nomic explanation for a firm to thrive. A business
must produce goods and services that people will
buy in sufficient quantities to justify producing
those goods and services. The entrepreneur who
says, “l want to be in the catering business in San
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Diego because | am a good cook and | like the cli-
mate in San Diego,” may not be in business very
long if nobody buys his or her food. Unfortu-
nately, there are a lot of reasons people don't buy
things. The price has to be right. Quality is a con-
sideration. What else is on the market is a factor.
You may be the best cook in San Diego, but if you
can’t sell your food at a reasonable price, you will
probably not succeed. Also, if you can’t deliver on
time and can’t provide a tasteful setting for your
meals, your business will not endure.

The successful business comes into being and sur-
vives because a smart entrepreneur has identified
a real demand for specific goods and/or services,
Furthermore, the demand must be satisfied by
being able to sell those goods and/or services at a
price people can afford. Finally, the demand must
be met with a cost structure that will yield a suffi-
cient profit to justify the investment in time,
energy and money that must be made by the
entrepreneur and his backers (financial and other-
wise).

Given the caveats outlined above, it should be
obvious that the first thing an entrepreneur should
do when he is contemplating establishing a new
business (or continuing an existing one) is to
determine why that business should exist. It is
smart to spell out the reasons in a short narrative
statement that reflects the motivations of both the
entrepreneur and the market served. This narra-
tive statement is called an enterprise mission. A
possible mission statement might be: “The ABC
Company wishes to provide X (for the product
and/or service area where the business will be, or
currently is, located) with the highest quality Y
(the product and/or service being provided), while
permitting the owner(s) of the business to achieve
personal and financial independence.”

KEyONE B 11



Every business needs to define
what the business does and
identify a market opportunity

does, but it often isn’t. For example, a company

named Service Corporation International, or
S.C.1., thought it was a funeral-home chain. The
company believed it provided funeral services for
and buried dead people. S.C.I., started in 1962 in
Houston, Texas by an entrepreneur named Robert
Waltrip, soon discovered that what the firm really
did was provide a secondary market for people
who wanted to sell their family funeral homes and
cemeteries. Of course, the operating part of the
business was important and the businesses bought
by S.C.l. had to continue to provide good funeral
services and bury the dead. But the real success of
the company (which went from about $100,000
in revenues in 1962 to about $3 billion in 1998)
was in its acquisition achievements.

It may seem simple to define what a business

The agreed-upon business definition should be
comprehensive enough to encourage - creative
thinking but also constricted enough to provide
direction for the company. The fact that S.C.I.
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provided funeral services and owned cemeteries
was insufficient to define the nature of the enter-
prise. Even a more comprehensive definition that
recognized that the real purpose of funeral homes
and cemeteries was to provide services and mer-
chandise related to the care and dispositions of
the dead was not sufficient. A more adequate def-
inition also had to recognize that what funeral
homes and cemeteries actually did was provide
assistance to families who did not wish to take
care of the unpleasant details associated with
memorializing and burying the dead. In SCl's
case, it also had to take into account the fact that
the growth and development of the business
depended on locating and purchasing, on reason-
able terms, family businesses that could not easily
be sold to outsiders.

Over time, companies may change their business
definition, and this may lead to new opportuni-
ties. In the energy industry, for example, most oil
companies once thought of themselves as drillers,
or refiners, or marketers of oil and gas products (or
perhaps all three). Today, most of these companies
consider themselves as energy companies that
provide oil, gas, electricity, coal, solar energy and
other forms of energy. By the same token, S.C.I.
has refined its business definition in a way that
has allowed it to develop a creative approach to
marketing a service that has typically been unmar-
ketable. By selling pre-need contracts for future
services, S.C.l. locations throughout the world
have enabled consumers to make rational,
unemotional decisions (to the customers’ advan-
tage) and has locked in future business for the
company.

The business environment has become more

complex and competitive, forcing many firms to
broaden their business definition. For example,

KeyTwo B 13



individual banks have formed bank holding
companies and are becoming more like general
financial-services companies. Newspapers are
recognizing that they are in the communications
business rather than just publishing. Stock bro-
kerage businesses are becoming financial-services
companies. Industries that broadened their busi-
ness scope have had more growth and develop-
ment than industries that have clung to historical
business definitions. For example, the steel indus-
try has not been particularly imaginative and has
experienced slower growth than those industries
that have enlarged their business scope. In speci-
fying the mission statement and defining the busi-
ness, the entrepreneur must ascertain if there is a
need for the business. The following questions
must be answered for new enterprises:

& Why should the company be started?
¢ What uniqUe niche will it fill?

& Why hasn’t another business already filled
the niche?

If a business already exists, the entrepreneur must
ascertain the following:

& Why was the firm started in the first place?
What niche has it been filling?

& What competition exists and why does
it exist?

Whether the firm is a start-up or already exists, the
entrepreneur must prepare a market analysis. The
entrepreneur can complete the market analysis or
hire a market-analysis consulting company to pre-
pare it. Key economic, geographic, demographic
‘and other relevant data will be needed.
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The entrepreneur must identify
the external factors that may
have an impact on the business

fter completing the market analysis, the
Aentrepreneur must identify the external fac-
tors over which he may have no control.
Current data on these non-controllable variables
must be gathered and analyzed. The entrepreneur
might ask the question, Where do | get informa-
tion on external variables? Fortunately, a lot of
data is available and for surprisingly little cost.
First, numerous government publications provide
a significant amount of information. These publi-
cations are inexpensive and are available at U.S.
Government bookstores located across the
country. Almost everything the government prints
is available through these stores.

One important source of information is the
Statistical Abstract. This government document
includes a wide variety of factual and statistical
data that appear in simplified, abstract form. It
also includes references indicating the source of
the original information that the entrepreneur may
be able to use for more extensive research and
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analysis. The cost of the Statistical Abstract, which
is published annually, is about $50 for a paper-
back version.

Every five years a census is taken that gathers data
on sales, employees, payroll and a variety of other
data for almost every business category. Many
previous editions of this publication, known as the
Census of Business, are available. Entrepreneurs
may be able to use this historic information to
determine long-term trends for businesses in
which they have an interest. Similarly, entrepre-
neurs may find the population census taken at the
beginning of each decade to be helpful. For many
types of businesses, demographic data (popula-
tion, age groupings, income levels) are important
and can be obtained for small areas called census
tracts. The local Chamber of Commerce is another
excellent source of economic, statistical and other
information as is the economics department of
many large banks.

Another first-rate government source of data is the
U.S. Industry and Trade Outlook, which is pub-
lished annually by the Department of Commerce.
This publication provides information on virtually
every American industry and includes forecasts.
For those entrepreneurs interested in economic
data such as gross domestic product (G.D.P.), con-
sumer price indexes and interest rates. The
Economic Report of the President is mandatory
reading. The Small Business Administration is yet
another great source of information. The S.B.A.
provides booklets on topics such as establishing
accounting systems and product pricing for free or
at a nominal cost.

In business, one certain thing is taxes. The Internal

Revenue Service, as well as state comptrollers’
offices, can provide tax assistance and tax guide
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