B8 I S wohePohasnasearshndusgustssstonpannensedonie

Bs RoPOLIS HEEEEEEY

FlEFTH EDITION

e




A GUIDE TO
ENTREPRENEURSHIP

FIFTH EDITION

NICHOLAS SIROPOLIS

Cuyahoga Com?ﬁ&nity College

(R ————— .
A GIFT OF (
THE ASI4A FOUNDATION b
' DISTRIBUTED BY ]
# SHANGHAI INTERNATIONAL STUDIES
) UNIVERSITY LIBRARY 2

IELELFES S L X
Lt s xemamon|

HOUGHTON MIFFLIN COMPANY BOSTON TORONTO
Geneva, lllinois Palo Alto Princeton, New Jersey



Sponsoring Editor: Diane McOscar

Editorial Assistant: Maggie May

Project Editor: Mary Ann Carberry
Production/Design Coordinator: Sarah Ambrose
Senior Manufacturing Coordinator: Marie Barnes
Marketing Manager: Robert D. Wolcott

Cover design: Libby Plaisted
Illustration: Chuck Wilkinson

Credits: All photographs by Karabinus & Associates, Inc. except the following:
Page 10, Michael Dwyer/Stock Boston; page 40, Susan Fitzhugh/Stock Boston;
page 65, The Cleveland Press, Cleveland, Ohio; page 80, Courtesy of Society Cor-
poration; page 119, Frank Siteman/Stock Boston; page 148, Courtesy of The
Southland Corporation; page 193, Comstock; page 164, Arthur Treacher’s; page
167, Arthur Treacher’s; page 200, The Business Review, formerly The Western Re-
serve Business Review; page 219, George Haling Prod./Photo Researchers; page
268, Nancy D’Antonio/Photo Researchers; page 302, Spencer Grant/Stock Bos-
ton; page 318, Kathie Hirko, Riverbed Studio, Cleveland, Ohio; page 345, Cour-
tesy of Price Waterhouse; page 373, David Young Wolff/TSW; page 409, Michael
Keller/FPG International; page 436, Courtesy of Jefferson Smurfit Corporation;
page 468, © Mark Richards; page 484, Comstock; page 506, Courtesy of Trak
Auto; page 540, Bob Daemmrich/Stock Boston; page 572, Spencer Grant/Stock
Boston; page 603, Comstock; page 631, Renee Dekona; page 662, Courtesy of
International Business Machines Corporation.

Copyright © 1994 by Houghton Mifflin Company. All rights reserved.

No part of this work may be reproduced or transmitted in any form or by any
means, electronic or mechanical, including photocopying and recording, or by
any information storage or retrieval system without the prior written permis-
sion of Houghton Mifflin Company unless such copying is expressly permitted
by federal copyright law. Address inquiries to College Permissions, Houghton
Mifflin Company, 222 Berkeley Street, Boston, MA 02116-3764.

Printed in the U.S.A. |

Library of Congress Catalog Card Number: 93-78699

Student Book ISBN: 0-395-47207-5

Examination Copy ISBN: 0-395-69242-3

456789-DH-97 96



DEDICATED
R B e T NP

To my father, Constantine,
and to my mother, Penelope —
both of whom
were entrepreneurs



Co T e T
PREFACE

The spirit of entrepreneurship cannot be taught in a textbook. Entrepre-
neurship is the inspiration of an idea, the struggle of men and women
against long odds, and the satisfaction that comes from succeeding on
one’s own. Small Business Management: A Guide to Entrepreneurship is a
textbook, but it is a textbook that conveys what being an entrepreneur
is really about. That’s why almost one half of this book is devoted to cases
and examples based on the actual experiences of entrepreneurs and peo-
ple in small business.

But entrepreneurship is more than inspiration, zeal, and hard work;
the entrepreneur must know how to write a business plan, research a
market, keep accounting records and pay taxes, and be socially respon-
sible. Small Business Management gives students the information they
need to turn their inspiration and dedication into successful businesses.

This text covers the entire spectrum of entrepreneurship. Chapters
1-2 are an overview of entrepreneurship. Chapters 3-9 discuss the aspects
of launching a new venture and include topics such as the business plan,
legal aspects, and financing. Chapters 10-20 explore the problems con-
nected with managing an ongoing venture such as using computers,
marketing, and social responsibilities and ethics. Please see the chapter
guide for the full list of chapter topics.

The following are some of the features of Small Business Management:

m Focus on cases. Each chapter has three cases: one comprehensive
case and two short cases. Each comprehensive case describes how the
entrepreneurs began their ventures, how they progressed with them,
and the directions in which they are moving. These cases have finan-
cial statements, including ones that show how the entrepreneurs fi-
nanced their ventures at the start. Many of these cases also show ex-
amples from business plans used by the entrepreneurs. The case
method of instruction focuses, not on memorization, but on think-
ing through true-to-life business problems and opportunities. These
in-depth accounts of entrepreneurs let students know what entrepre-
neurship is really about.

m Extremely readable text. The book is written in a lively, enthusiastic
style that invites students to learn about entrepreneurship, its oppor-
tunities and its promise.



m Real-world examples coupled with business principles and concepts.
Throughout the text, examples from the world of entrepreneurship
clarify key concepts, such as the business plan and the marketing
mix.

B A systematic approach to the study of entrepreneurship. Students’
first exposure to entrepreneurship may easily be confusing or over-
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whelming, if only because of the many concepts, procedures, and
regulations that must be learned. Our sequencing of subjects is a log-
ical and orderly approach to mastering the text’s body of knowledge.
An emphasis on social responsibility and ethical behavior. In fact, an
entire chapter is devoted to those subjects. In addition, our cases re-

flect the need of entrepreneurs to behave ethically and be socially
responsible.

Specific Changes from Prior Editions

This edition of Small Business Management differs in many ways from
prior editions. Informed by a vision of what entrepreneurship should be
and could be, this edition’s changes reflect the latest wisdom and thought
about what it takes to make good as an entrepreneur. Specifically, this
edition has:

Reinforced the importance of business plans by moving coverage for-
ward to Chapter Three, and by expanding and updating coverage

Doubled the coverage of marketing to two chapters, with added em-
phasis on marketing research, promotion, and global marketing

Condensed the opening overview of small business to two chapters

® Included 24 new cases, most of them original and based on the au-

thor’s interviews of fellow entrepreneurs

Expanded the chapter on legal aspects to cover torts and to improve
the coverage of government regulations

Added an appendix offering a checklist of questions for those stu-
dents who aspire to go into business for themselves

Added an appendix giving the addresses and telephone numbers of
all offices of the U.S. Small Business Administration

Expanded the coverage of cultural diversity, emphasizing its preva-
lence and benefits to businesses today

Added coverage of the global economy, focusing on its opportunities
to entrepreneurs

Added the latest thought on how best to apply the principles of total
quality management (TQM)

Expanded and underscored the need for social responsibility and
ethics

Added many real-world examples of small businesses and entrepre-
neurs and updated information in every chapter

Improved the ratio of cases devoted to women entrepreneurs to 40
percent
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® Keyed the end-of-chapter summaries to the learning objectives that
introduce each chapter

®m Boosted the book’s visual appeal by improving its graphics and by
increasing the number of photographs, with the result that exhibits
now appear on almost every page

There are, however, things about Small Business Management that we
have not changed. As in earlier editions, we have tried to write a textbook
that reflects the letter and spirit of the entrepreneurial tradition, a text-
book that is teachable and readable, content-rich and stimulating. And,
as always, we have tried to convey the conviction that entrepreneurship
is a vital, dynamic, and rewarding endeavor.

Features of the Package

For Instructors:

Instructor’s Resource Manual features for every chapter: a discus-
sion of the purpose of the chapter, tips on using the chapter, learning
objectives, a chapter outline, and answers to the discussion and review
questions. Also included are answers to the case discussion questions,
which provide detailed analyses of all cases.

Test Bank contains true-or-false, multiple choice, essay, and appli-
cation questions for each chapter, and has been expanded to 1,300 items.

Computerized Test Bank is a computerized testing program with
all items from the printed test bank in a powerful, easy-to-use format. It
has the flexibility and sophistication to adapt to all your needs and ex-
periences.

Transparency Package contains seventy-five acetates of all impor-
tant exhibits from the text.

For Students:

Study Guide features for every chapter: learning objectives, chapter
review, multiple-choice, and true/false questions, terms to define, and
much more. In addition, students will gain real world experience with
an important new section on designing and developing a business plan.

Computerized Business Plan is a computerized version of the
Study Guide’s business plan application.

Enterprise: A Simulation involves the startup and operation of a
retail jeans and tops store. Students act as management teams to make a
variety of decisions that affect their company’s operations.

Entrepreneur: A Simulation concerns the takeover and operation
of a retail clothing store. Students consider the variables involved in
business decision making.



Opening a Business guides students through the process of gather-
ing and analyzing data on key areas of business ownership, then asks
them to complete summary sheets based on that information.
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