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Beginning with the “Looking Ahead” learning
objectives that open each chapter, we organize
information into distinct, focused, and comprehensi-
ble bites. What are the central ideas of the chapter
on family business opportunities? Go to page 27.

LOOKING AHEAD
v e udying s chapte, you shoukd be oble o

1 Diswssthe focos thot moke 3 Duthne the complex roks 5 Descib the proxesof man.

 fomily busines: unique. mbﬂdw ms«wumlmw ) % ) i A
=~ R We identify five ideas, which we state at the chapter
ices that enable o fomily bui-
ness 1o fusction effectvely

outset as learning objectives, repeat at the beginning
of the section where the applicable content is dis-
cussed, and recap in the chapter-end “Looking
Back” summary. How well have you mastered chap-
ter topics and how well
can you apply them?
St e Our “Looking Back”
o he e e iy vl i ot rtaons o ud deet summaries provide a

What Is a Family Business? oped ther identities as businesswomen, thes descovered that when they Jotned the family
husiness they were tory benween sheir roles as aaughier and their business roles. They

A family business i charactrized by ounership or ot involvemea b Jound thei elationshigs with the bons transformed, since the boss was ot ony the b g way lew
members of the same family in its ife and functioning. The nature wrd Pt the fasher as well These daughters reported that they often found themselves reduced reat a to revie
imvolvement vary. In some firns, some family members work part-time. In

Joining the family business is one route b entreprencurship. Many sons and daughters
hase the option of entering a firm founded by their parents or grandgarents. In faci, fam-
ily leaders may strive for cntinuation of a family business over several generations.
thereby creating opportunities for children or other relatives 1o pursue entrepreneurship in
that business. Gften during their college years, young family members must decide
whether 10 prepare for a career in the family business. Ideally, this decision should be
based on an understanding of the dynamics of such a business, This chapter cxamines the
disinctive feanwes that chancterize the family business as one typ: of entreprereurial
alternative:

THE FAMILY BUSINESS: A UNIQUE IHSTITI."IOJ
Afumily firm differs from other types of small businesses in many ways. Iof ¥ L
f ple, involves a mixture of family and business values. This s

some characteriics of this usique institution

10 the role of “daddy’'s little girl” (and, in a few wses, “momsmy's lele girl" ), in spite of

rant, for example, one spous: may serve as host and manager, the other e g h d

ok, 1 el oy S e Kb o s s Chapter content and a
K fem s aliorocogrisd s Gty Voniness whestt passes S oA ALttt of may sch diffclis i  ack f derindingbetwes pae and .

ancther. For exanple, Thompson's Plumbing Supply is now headed by Biff child. They work togetier without a map showing where they are going. Children in the I-f l f

el e T e B busines.nd also therspouses. may have xpectationsabowt pogrers et erms f e erfect tool for assessin

flor,sfie serving i the siockréorn during s Righ'school yours. Hel) i founder's thinking, are totally unrealistic. The ssccessor tends to sense sich problems

2 s
who will someday replace his father. Pecple in the community recogi; much more acutely thar does his or her parent. But many of the problems could be avoided f d ak
P Stpolf o' Bty iRt if 4 full discussion of the development process took place early in the process 1 oure rea to take
Most family businesses ae small. However, family consideration; may

important even when such businesses becone large corporations. Compan Transfer of Ownership on Chapte[‘ eXerCiSeS and

Mat, Levi Straus, Ford Motor Company. and Marriott Corporation are A final and often complex step in the traditional succession process in the family firm 1s
1o some exten. 3 fumily bus nesscs the transter of ownership. Questicns of inheritince affect not only the lexdership suc

adtonaly el sopm - cexsor butalso other family members having no ivolvement i the business. In distribut cases.
Ve of powes o poremteing their cstate, parent-owners typically wish 10 treat all teir children fairy, both those
chid—hat of kg oweer- involved m the businiess and those on the outside
ship o e fmdy s One of the most difficult decisions is determining the futire ownership of the busi
ness, IF there are severl children, for example. stould they al receive quil shares? On

the surfac, this seems 0 be the fairest approach. However, such an arrangement may play
havoc will the future functioning of the business. Suppose that cach of five children
receives a 20 percent ownership shase, even though only one of them i active in the busi-
fess. The child active in the business—the leacership successor—becomes a minoriry
stockholder completely at the mercy of relatives on the outside.

Tax considerations are relevant, of course. and they tend 1 favor gradual transfer of
ownership to all heirs. As noted. however, transfr of cqual ownership sharzs o all heirs
may be inconsistent with the future efficient aperation of the business. Tex advantages
should nt be allowed o blind one © possible adverse effects on management

Idealy, the founder has been sble 1o amangs his or her personal holdngs to create
wealth outside the business as well s within it Ir tha case.
parable shares 10 all hers while alloving busines: control 1o rex
dren actie in the business

Planiing and discassing the traasfer of ownership is not e
ommended, Over a penod of time. the owner must reflect seno
interests a5 they relate 1o the future of the firm. The plan for rans
be firmed up and modified as necessary when it is discussed
potential weirs

optec 2 oy s, Opparime 5

« The odenloges of o famiy busines s th strong ommimen! 4 Idontify menagoment procices thet ssable o fomly busi-
of fomily ness fo
sarvce, lty, 00 oag-rm oot :
LOOKING BACK lmsbq-ﬁwmsﬂh:;n.;'ehhw"wu”h
v 2 Explain the cultural contex! of o femly business. o fomiy shoukd be wated foiry and Py
1 Discass th factors that moke o fomily business waigue. inteests (core and nururing) i  Spocal terns of bekel 1nd behavio consiut the fomdy bsiness dance with thir abitie ond jarformance.
Shisssem o Beeese) e + Motveion of oramiy empiyescun b e by open -
= Fomiy menbors have o specl invlvement i fomily bsines St of WA ol il . M‘«nﬁluhwhvendu;wwmnuzuhunhlmly muniation ox forness
o Business werests (produckon ond. profoklty) overep iy o oy rlreats big ol oy ombors el o dicess b
. mmunwtwmmuummunm fomiy ot and fomiy ratiers
ond gomnance (o bo oy couack povide ¢ frmal framework e o' cngaing
 Comgesin cultreohen ccur s leodershi pses ram one goer disussion of fomily ond buses sses
aton o he next.
5 Descrbe the process of manogerial socassion in o fumiy
3 Ovtlim the complex family roles and eltionships mvolved business.
e el s « The ey of volable ey ldersip et dtermies e
« A primary ondsenstive dotionship s ht between fodes nd son xtont o which competest ouide manages r needed
o doughter * Succession &0 long-term process storting early i the succassar s e
. Saumﬂnsmhm%l’lihkm"wuﬂmﬂhp + The soccesion proces beg vith e prebusivs e ond e
mmlm eckenel ot e ok od fll tme managericl werk
. So-hqhm . e founder ond the por
m..wns-qumuumnw..m o he s oins exparince
i busies. « Tronshes of owneship imvolve isues f fornes, txes, ond menc
. hbnybyumﬂmhmh:hnd«humxnhnhmwv goril o
sideine abervrs = Plonning oo discusing the ireserof weersp i somesmes dff
+ ot e s ashoorshe y
uhwmmnmﬂamﬁmmwrm-

chidrenfor posible corews in e fomdy husines:

KEY TERMS
v

fomily bsioes;, p. 27 hurl tonfiguratio, . 32 iy councl, . 99 ranserof onership, p. 44
orgnizotionsl uhure, p. 37 fomily eareat, p. 39 ‘sleges in sucession . 41
DISCUSSION QUESTIONS -
v
1. How orefomily businesses ond othe types ofsmall bsinsies s sarn o higher slry 0 supper i wite d young dought bow

Jor o dfrent? Exploin vhot mokes o bsiness o fomly busines. woukd you g0 about moking this decisen? Would you prosote
2. Suppose thot you, o fomder of s besiuss, hove & vocan sols yoursee?

manoger pasion. You nolze hot saes moy sufe somewhot i 3. Whot benei. resultfrom fomly involvement o busines?

4. Wiy does o bs-generavion family busines e 10 have  psersa-

1 s ol oo s e 1 sk manog.
Howeve, your son noke i s
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Student Learning Guide
Our integrated learning system offers students and
instructors a truly integrated network of solutions,
designed to help you tackle small business issues
and study efficiently. Our Student Learning Guide is
organized around the text’s learning objectives, let-
ting you isclate and focus attention on just that
material most troublesome to you before moving
ahead. If, after working through the learning guide’s
summaries of key concepts and exercises, you still
feel a little shaky about some concepts, you can eas-
ily locate all applicable chapter content by simply
looking for the appropriate numbered objectives in
the text. Like the in-text “Looking
Back™ summaries, the Student
Learning Guide provides a useful
indicator of lessons learned versus

Entrepreneurship In The New Millennium

LEARNING OBJECTIVES

Dlasisen “ow reim ol brmpe s i fon v b
it e ammplen of restis srevpresas

+ Eatreprrmeurs are the decisicn makers
of the new millenaium

* Maxch o fhe motmaiinn for chamge. i

eatreprencurs

lessons not quite mastered. Then it sl i

gives you any extra help you may {

need to overcome hard-to-digest b, T e S
material by testing and re-testing ;

content knowledge across a variety
of formats: true/false, multiple
choice, fill-in, and essay.

sisess 1o b heretf from housshold

efigee tees af 3 formal e pragtam and dcides 1 g0 N
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-+~ Build Your Own Business Plan

Asking the Right Questions

Designed around a series of questions, end-of-chapter
“Asking the Right Questions” exercises lead you
through the process of building a business plan by
prompting you to reflect on critical issues that impact
small businesses. What is your company’s distinctive
competence? How do you plan to forecast sales for
your product or service? What types of research must
be conducted to collect the information you need?
Who are the members of your management team?
These questions, and others that we document for
you, may be difficult to answer, but by thinking
through your responses to them you will increase
immeasurably your understanding of a business
opportunity and thereby strengthen your resolve to
succeed. v

DEVELOPING THE
NEW VENTURE BUSINESS PLAN

Developing the New Venture Business Plan - i o

A fundamental task in getting a business opportu- .
nity off the ground is developing a sound and e o

detailed business plan. Each chapter in Part 2 of 1 Vot e e
the text covers a major component in building a S e e

business plan, giving you not only ample oppor-
tunity to pull the pieces of your own plan together
but also a comprehensive model on which to base
your decisions.

Using BizPLANBuilder and >
BizPLANE xpress

Software from JIAN, a leading developer of soft-
ware applications for small businesses, provides
pre-formatted spreadsheet and word-processing
document files for recording your business plan
decisions and lends your finished plan profes-
sional polish. Special sections on using the soft-
ware appear in the text at the end of all “Laying

the Foundation™ sections.




Appendix: Sample Business Plan
The appendix shows you a real business plan. Use this
example to see how the pieces come together. Refer to
it as you build your own plan—either now as a class
project or, later, when you are ready to go into

business! , : APPENDIX:
SAMPLE BUSINESS PLAN

Sioy
Beverage Corporation
PO, Box 1927
202 Simmons Way
Jasper, Texss 75951-1927
18007550000

Exccutive Summary

The"New Age” beverage market s the restlt of a spectacular boom i demand for drinks
thathave nutrtional value, are made from eavironmentally safe ingredients, and use water
thatcomes from decp. clear, clean springs free of chemicals and pollutants. SIBON Bever
age Corporation (*SIBON™) will produce ard market a fll line of sparkling fruit drinks,
flavored waters, and sports drinks of the highest quality and purity. These drinks have taste
| o that of soft drnks, 5 Aealthful fru juices. natural sug-
ars.and the purest spring water—he hallmark of the New Age drink market
New Age beverages are relatively new in the $28 bilion soft drink market, growing
in siles from 117 million (wholesale) in 1985 10 over S1 billion in 1996. The indusiry has
grown tenfold insales in less than 2 years, and demand nas simply outpaced supply. The
product s distinguished by rich natural fruit concentrates, spring waters, and al natural
ingredicnts. A New Age drink is defined as 4 heverage ta is perceived by consumers as
(1) healthy. allowing consumers to feel gocd about themsclves. and () a natural product.
free of antificial mgredients, preservatives. ind flavors
SIBON projests gross sales and eamings s follows

1997 1998 1999

Gross saes SLMETI SEORM SAOSSES
Prefoxiome (5 169719 S W4 SLzlIm

SIBON proposes 10 finance its building and land. located in the Jasper Industrial Park,
with an acceptable Jasper Bank. usmng a financial guaraniee from the Jasper Economic
Development Carporation (JEDC). The following business plan details SIBON's projected
operations (o support JEDC's guarantee

0 Pari2 Drvipeg e Ve B Pon

ST ADDRESS IN NEY

IN THE
TRENCHES
Uik

New
Technolos

More recently. new technobgy has allowed long-distince calls 1o te placed over the
Internet through special computer software. Once a Web phone is set up, dialing a call is
much like surfing he Web. Cardie Yoder, owner of Image Stream Internet Solutions in
Plymouth, Indiana. has cut her company s long-distance phone bl in half by using the
e tchnology. She says 1 ihought sbout wing e-mail more. but people pre a human
vowce So, | decided t0 see if a Weh phone could save us money. It did *
Banking via computer also supports hame-based businesses. Electronic banking is
year, as w0 expect ant time-saving ser-
vices from financil institutions

v DESIGNING THE PHYSICAL FACILITIES

3 Guplmbordficemym A business plan should describe the physical space in which the business will be hossed

e achaved inthe oyout o] Althaugh the plan may call fora new building or an exiing structure, ordinanly a new

@ physcal fociity. usiness occupies an existing building. with minor or major remodeling. Therefore, the
following discussion will focus on designs fer existing faclitics.

Functional Requirements

When specifying building requirements. the entrepreneur must avoic committing (o @
space that is 100 large o t0o luxurious, At the same time. the space shoald not be 100 small
or too austere for efficient operation. Buildings do not produce profits diectly; they merely
Touse the operaticns and personnel that do so. Therefore, the ideal bulding i practical.
not pretentious

The general sitabi
the functional reai

of abuilding for s given type of business. operation depents on
of ine business. For example, a restaurant should ideally % on




A View from the Trenches

is edition of Small Business Management: An
reneurial Emphasis, we invite you to get into
nches with some very interesting and com-
small businesses. Each chapter opens with an
e Spotlight” profile, designed to provide con-
r the material you are about to read. Then,
hout each chapter, “In the Trenches” boxes
e examples of how real companies face real
A catalog of inspiration and innovation, our
Trenches” boxes track the ups and downs of
small business. Read a
few of our reports from
the trenches. By telling
us what they’ve been
through, an incredible

COMPETITIVE ADVANTAGE
IN THE MARKETPLACE

In the Spotlight
v F lo Galox

othes withspors and hldoy themes.
So which approach is better? t's
hard 1o tel, since both seem ta be work-

The suction cup business is beginning 10
got stikyl Just ask Artbor Borry, pres-
deat of Prosto Galaxy Sucion Cops.
From bis office im Brooklyn, New Yort,
the selitescribed “kingof sucion cops”
s plotting strategy to improve the firm's
competitive position ogeinst s rivals—
most solably orch rivdl Adoms Mane-
focturing, located i Portersvill,

hoptee | e o e New Wil n

!?lu'l‘nlul’llllrlllﬂlls EXUDE IN THE
e i b o do 7 o USRI G | TRENCHES variety of entrepreneurs
i ’Yu‘"m sticking it 1o Mr. Borry, “If Man) h.u. mu:u;m{;,wﬁ Sulhmmw duqumm Entrepronaurship R
3 K- Uniersity of Texss and o n Pork, 0 besioess low-fat, in the N
Mot b o o e e 2 v s e o . R and small business own-
differot, i tho i by dign. Bl Adom, I contos to Adoms, Presto coers Lite Mis Moffn hd 1998, 1 mevod e fclins and, 01997, i

pesidnt of Adams Masshcluring, sus
the exenc of the fr'sprdoc oty

ers give us valuable

o chidrn and other segnented interesk.

w.i.ummlu-ym i dffeen ogo 1o
o codusion wih
exompl, Presio’s glow-n-the-dork,  rolaif

o e i o e el b insights into what moti-
imvisible 15 possible, " b says. “They'n ‘ot that many yothful entrepresers lock foer

Presko dso offers decorlor sucion s

ot gonly, they're st OOV, i G o S ey e

Bk e i s it vates and sustains them.
‘ompany with her brother. “Whar's the worst thing bat could bap-
..mnl.u..-w..--dmn i

e Mo 1 oving Uy ” i ke gt
mn.lum.-,h.u- 3 o o
e, Voo s ke T Mk oo : s, VoL 84, . &
ogat 1996 . 65-51

In the Trenches:
st et o L o _ ? Confronting Ethical Issues

predominantly r
equivalent of the “old boy network
Founders and Followers

Although the three
types: founders,

nd 1o cverlap. entrepreret

IN THE
TRENCHES
Conframting
Ethicg!
Issues

FOUNDERS Generally cons dered to be the “pure

tors wh e businesszs on the bass of new

bring firms

of the besines, This
gotion. Howerac his type of frachise resectch e
.wuumdmm

umh-u-xm

ve listing of fran ey
published by the

from this X
TWO MEN AND A TRUCK.) The [FA, which refers to

TWO MEN AND A TRUCK ...

“The Company That's On The Move’,
Ranked in the Top 155 Franchises in the U.S.
Call and find out how you can join the team 800-345-1070

S Moo v b TWO MEN ARD A RICK




the Real World

In the Trenc
Building _
Customer L Té':‘u'('ﬁ‘:s never e ot

% 3 o8 B declerships. f et extasned he mecs of - b o

Building surpise dcired fom ond the odvasiages f marketing B the 31-

Customer yoar-2id Tos hos dutrmined ha “doing onyhing o oot e eep cstomess” il ontinu tbe he mle-

Biloyalty spring that drives the suctes of Zone's Cyces, the lrgest indnpandant bicyds deolershis in the New Hoves,
o ustomers leyst by time.

ket ond

He offer ree coffee ond softdriks to woitog customers. 'Ah!mc—xdmu-hns—z
- rnhmmlhhmlnu-xmadl-nudhn’mh‘ph

might ook ot the
bt f

e garchesad o the sere. He doesthat sot o ol a bike ...
got purchasis o bikes o send i Friseds c Zane's,

‘The frmula s working ChisZome s ben growng his sk
revenoes of

In the Trenches:
Exploring

Coapte 7 Tevelaping the Meriesing Pon it
.z Ancther example of mainaining & niche market can be seen in the efforis of Sheri
Global Opportunltles Poe. o had e alimost every brand of athlet shoes duing yearsof working ou.cny
o s severe e bach s K pin. She conluded ta exising women's bt

1 shoes were only sized-down versions of men’s shoes. Poe believed that an entreprenear

| ANG FOR C : - 1 THE
N . RKETS : TRENCHES oped.a finess shoe

ilt specifically for women. s patented design for better shock absorp-

o v oy o bk il o v hop h e o s el saduced th shoe at & e shov 1988, Fo 18 “A¢  nw
o s s by o Sk o bobalf fSey s o d, o peron ¢ 0 Exploring by oy, we i realiic fea 1t yabished comparies ok
el . ] hdh;ﬁhﬁ [ 9 facty big industr had lisiic f t established comp d

Sharir, the oot of marks

Globa {arget u and market 85 right out of business. ™ Tae srategy Ryka used to combat the threat
was one that challenged the establrshed shoe companies not caall fronts bat only in a nar

US s
s Oy " : Gpportunilies
produet, i owoes # ’ fow niche. Ryki stared with shoe designs for several applications, mcludg running and
with lstributors and bk tennis. However ut back to aerobic shoes not only because she didn't have e

e o wooted 1o moke direct olservations. So be cuied the cucker uides of stpermiorkets 18 “".L budget 10 build several different arkets at once, but ause she recognized that the
= % Key 10 success is 10 target a strong niche and stay focused. s an indicater of the success
‘mmmumm-mutm%:-ﬂ - of this strategy, sales at Ryks exceeded $7 million for the first half of 1997. This business
markats." But goore venture shows how riche marketing can work for a small firm, allowing it 10 step into he

Tand of giants,

P

In the Trenches:
Utilizing New Technology

v

NEED The frst step in markeling research i 1o identfy and
Although thisstep may secm 100 obvious to mention. he fact
« conduct surveys without pinpointing the specific informa-
ple, an enirzpreneur conzmplating a location
i custoner menu preierences and reasons
b more relevant information would be how often residents of
far they are willing 10 drive 10 eat in a restaurant

ines his o her informational need correetly, the sur\ey can
i [ that specific need. Later n this chapter you will see a sur
| 0 oy  car wash owner to ascerain cusiorer satistaction. The

15 1 Dnvpng o o Vot B P

ar d 1 9 htrepreneur identified was determining customers” satisfac:
comsymers’ P!
their car had been cleaned.
. \TA Information that has a ready been compiled is krown as
buot i % 3 hering secondary data is less expensive than gathering
Teghwola g ‘ e 1 sl business should exhaust available sources of sec.  maro narmats o o o
bher into the msearch process. Marketing decisions can often  oriosly complel

facts, Methods of summarizig and simplifying infomation for wsers include ‘ables
charts, and other graphic methods. Descriptive statistics such as the mean, mods, and
median are most helpful during this step in the research procedure. Inexpensive persanal
computer software is now avalable 1o perferm statistical calculations and generate report-
quality graphics. Some of these programs are identified in Chapter 20.

11 should be re-emphasized that formal marketing research s not slways necessary in
Jaunching = new venture. Bill Madway, founder and president of Madway Business
Rescarch, Inc. in Malvem, Pennsylvania, siys *“Sometimes. you cannal answer a uestion
with research - . . you just have (0 test it. Then the question is whether you can afford 1o
test something that might not work. If there's very litte isk involved or you can fest it on
& very small scale, you might decide to jump in, But the bigger the ris. the more valuable
advance information becomes.

v ESTIMATING MARKET POTENTIAL

3 Gnhemmaitond A small business can be successful only if n adequate market exists forits productor ser-
mebodsoffescsogsole. vice, The sales forecast s the typical indicator of market adequacy. Forecasung is puiic
ulily importan! prior to staring & business. An entrepreneur who erters the markciplace
without it is much like a higa diver who leaves the board without ciecking the depth of
he water. Many types of information from numerous sources are mquired (o deiermine

market potential, This section examines market components and the orecasting pocess.




Learning by Doing

Sohctg Lot rd Py e s

enterre zo0es, p. 191 hone-based busines, . 196
1oniog ordinances. . 199
process loyoet, p. 21
prduct layout, p 21

DISCUSSION QUESTIONS

Empowerment Zone/Exteprise
Communities (EL/EC), p 192

businessincubotor p. 194

grid ponern, 1201

Hreeflow poten, . 201
selservic yout, . 201
generclpurpes equipmen, p. 227

pe00l pUpose equment
» M

v

Wt ore the key iibues o o geod business caton? Which o

e woud probbly be mat imporont for o reed kcaton? Why?

Wt s he sacl sppelof n emupise 1008 1o o etreprenest
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You Make the Call
These scenarios place you in the role of
decision maker and ask you, as the
owner/operator of a small business, what
you would do.

Cases

I hame-bosed busines, there  typicoly some compefton, f not
confict between the inress of the home and tose of thebusness.
What fxtors defermine whether the rsk s reater fox the home &

To be a successful small business manager, you need to prac-
4 tice. Without giving you opportunities to act as a decision
maker, Small Business Management: An Entrepreneurial
Emphasis would just whet your appetite without bringing you
any closer to the table. Practical information ready to be put to
use is presented in every chapter, but to ensure active learning,
each chapter concludes with application exercises designed to
put you to the test.

STEVE'S OLYMPIC TEES

Jump-Starting o Business

“I thought it was a great ides. After all. how often do tie
Clympics come to town?” mused Steve.as he pondered
hs decision 1 open & tee-shirt shop. Steve opensd
Sieve's Tees in March 1996, a few months before the
start of the 1996 Summer Olympic Games in Adana,
Ceorgia.

Several years carlier, ust after the announcement
ad been made that the Summer Olymps: Games would
b held in Atlanta, entreprencurs began 1 make plans o
capitalize on this monumental event. The
Olympic Committee had projecte
nillion people would coms to ¢
period. The economic impact of the
mated at more than $5.1 billion—the

ple from outside the state, be the only ones 1o benefit
from this once-in-a-lifetime opporwnity? Afer all, a
native—like Steve—should be in a better position than
others 10 begin a business in the arca

STEVE’S BACKGROUND
AND QUALIFICATIONS

Steve had grown up in the nonh Georgia town of
Dahlbnega, a small historic setlement in the foothills of
the Appalachian Mountains. Atlanta, the sate capital
was only about 52 miles to the southwest. T addition to
being a thriving community, Dahilonega was also
faverite vacation spot for camyers and hikess. The town

Atlanta

for the Olympic
fit would be cif-
fased into the surounding region because many of its
Olympic venues were in otier areas of the state, inclad-
ing the cities of Athens, Buford, C

Games, projected that the economic b "The fint gold rush vas sparked ia Dubioncgs

nd visitors could still visit old gold mines and

few years. the downtown squar: had been revitalized and
had become a thriving retail center, with coffee houses,
unique restaurant, and boutiques selling local arts and
crafts. Dahlonega was also the home of North Georgia
Collsge and State University. 1 four-year senior univer
sity within the Georgia system of colleges and univ

requirements, as well as pay the requi
space within o defined Olympic area. Vendors sellng

ties. The main university campus was sifuates

products with the Olympic logo were also required to
obtain permission and o pay a fee for :iu
Steve hal no desire to go th
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However, he thought that he coul o o
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The twenty-four cases located at the end of the book are brief
but substantive. Designed to give you practice in analyzing,
evaluating, and making recommendations to resolve real
business problems, these cases, as you will discover, delve
into a wide variety of issues that impact small businesses, pro-
viding lots of opportunity to sharpen problem-solving skills.

Experiential Exercises

Designed to connect “book learning” to the real world, these

exercises often send you into your community to gather infor-
mation and ideas from small business managers. They also
encourage you to draw on your own experiences to flesh out
chapter concepts.
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SITUATION 3
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EXPERIENTIAL EXERCISES
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With a Special Emphasis on the Internet

Urls where you need them, right alongside text discussion, tie
Web sites to businesses and organizations featured in the text.
The role that technology, including Internet technology, is play- | ==iir

ing in the lives of small businesses is integrated throughout the L"“"{.:Z“
text, as is practical advice about the advantages that technology .
offers small firms. How can a small business use technology to | &=z
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T e An end-of-book listing of useful Internet addresses
puts valuable online resources at your fingertips and
allows instructors to develop new Internet-based
assignments easily and quickly.
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Thomas Edison discouraged his friend Henry Ford from pursuing his fledgling idea of
building a motorcar. Convinced of the worthlessness of the idea, Edison invited Ford to
come and work for him. Ford, however, remained committed and tirelessly pursued his
dream. Although his first attempt resulted in a vehicle without a reverse gear, Ford knew
he could make it happen—and, of course, he did. Benjamin Franklin was admonished to
stop experimenting with electricity. What an absurd waste of time, trying to improve on
the fabulous oil lamp! Thank goodness Ford and Franklin dreamed dreams and believed
they could accomplish them.

This textbook is about turning dreams into reality—dreams that can make a difference
by leading to new or better products and/or services, creating jobs, and creating value for
owners and investors. Owning and managing a small firm has allowed many people to
make their dreams come true. It is our hope that what we have written will contribute to
that goal, either directly or through the wise counsel of a teacher who has selected this
book for his or her students.

Our Goals for this Edition

In the tradition of earlier editions of Small Business Management: An Entrepreneurial
Emphasis, the 11th edition incorporates current theory and practice relating to starting and
managing small firms. We have attempted to provide well-balanced coverage of critical
small business issues, and we believe that our diverse backgrounds have contributed to
that goal. In developing this book, we kept three primary goals in mind. First, we gave
readability a high priority by continuing to write in the same clear and concise style that
students have appreciated over the last 10 editions. Second, we included numerous real-
world examples to help students understand how to apply the concepts discussed in the
text. And, finally, we incorporated material to help students explore small business issues
in the amazing world of the Internet.

What’s New for You and Your Students

Major aims of the revision effort were to incorporate new topics and expand discussion of
areas of particular importance in small business management, as well as to improve the
arrangement of chapter material. Here are a few highlights:

m  Greater attention has been focused on the Intemnet, including its use in marketing and
financing. Internet resources are invoked throughout the text, with many addresses
included for easy access to relevant Web sites.

m Effective strategies that entrepreneurial firms can use to compete effectively with
superstores and other giant corporations are spelled out in Chapter 1.

m The development of strategic alliances is introduced in Chapter 8 as a strategic tool
for small firms. It is further discussed in Chapter 14 as a method of increasing sales.

@ In Chapter 9, the material on home-based businesses has been expanded, reflecting
the increasing number of entrepreneurs who choose to operate new ventures from
their homes.

& In Chapter 10, the presentation of how to measure cash flows—one of the most criti-




cal financial issues for a small firm—now focuses on how the small business owner
should understand cash flows, rather than the way an accountant thinks about cash
flows.

# In Chapter 12, the discussion about customer loyalty has been expanded to include
information on the use of technology in providing customer service.

®  The functions of purchasing and inventory control have been incorporated into Chap-
ter 19 in order to provide a more comprehensive treatment of quality management and
the operations process.

® Material on legal issues confronting small firms has been integrated into the appro-
priate chapters.

® Chapter 24, “Exit Strategies and Beyond,” is a new chapter. It examines plans for
cashing out of successful ventures and discusses some of the challenges of turning
over management to others.

Text Features That Facilitate Learning

In preparing the 11th edition, we retained the most effective teaching tools from the pre-
vious edition, which help instructors plan the course, and added current concepts and real-
world examples to pique students’ interest. A description of some of these features follows.

Integrated Learning System. We retained the integrated learning system, which was so
well received in the 10th edition. This system structures the text and supplements around
the learning objectives. The numbered objectives are identified in the “Looking Ahead”
section, and each is precisely addressed in the “Looking Back” section at the end of the
chapter. These same objectives introduce related exercises in the Student Learning Guide.
If students are having trouble with certain concepts, they can easily locate related materi-
als in the text and in the Student Learning Guide simply by looking for the appropriate
objective.

For you, the instructor, the integrated learning system makes lecture and test prepara-
tion easier. The lecture notes in the Instructor’'s Manual are grouped by learning objective
and identify the appropriate acetates, masters, and PowerPoint slides to display as you
cover each objective. Questions in the Test Bank are grouped by objective as well. A cor-
relation table at the beginning of each Test Bank chapter will help you select questions that
cover all objectives or emphasize those objectives you believe are most important.

Building a Business Plan. We devote six chapters in Part 2 to business plan compo-
nents. At the end of each of these chapters, a section called “The Business Plan: Laying
the Foundation” helps students identify important questions to ask in preparing their own
business plans. We include a complete sample business plan in the Appendix.

In the real world, small business owners-managers often use software specifically
designed for business plan writing. To bring this realism into the classroom, we have part-
nered with JIAN to offer its commercially successful BiZPLANBuilder software to your stu-
dents at a reduced price. If you want your students to use software but find that time is
limited, try BizPLANExpress. This abridged version of BiZPLANBuilder was designed
specifically for student use. Ask your South-Western/Thomson Learning sales representa-
tive about bundling this popular software with the textbook. A special “Using BizPLAN-
Builder or BIZPLANExpress” section at the end of each chapter in Part 2 directs students to
the appropriate place in BizPLANBuilder or BizZPLANExpress, where they can work on the
portion of the plan discussed in that chapter. For more about this software, see the JIAN
home page on the Internet at www.jian.com.
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Exploring the Web. To familiarize students with resources on the Internet, we have
included at the end of each chapter exercises called “Exploring the Web,” which send stu-
dents to specific locations on the World Wide Web, such as the home pages for the Small
Business Administration and Dun & Bradstreet. Specific questions require students to
search and evaluate the small business-related information found there. In addition, this
textbook has its own home page at longenecker.swcollege.com.

Additional Features. The “In the Spotlight” and “In the Trenches” features highlight
small firms that have applied concepts developed in the chapter. Almost all of the material
is new to this edition. Web addresses are included for those firms maintaining a home page.

Definitions of key terms appear in the margins and in the Glossary. A list of each chap-
ter’s important terms and concepts appears at the end of the chapter, with corresponding
page references.

The “Looking Ahead” learning objectives and “Looking Back” summary in each
chapter are designed to keep students focused on the most important points. To simplify
review, we continue to organize the summaries as bulleted key points.

At the end of each chapter, “Discussion Questions,” “Experiential Exercises,”
“Exploring the Web,” and the real-world decision-making situations in “You Make the
Call” offer students practice in applying chapter concepts. A total of 24 short cases illus-
trating realistic business situations are provided. End-of-chapter references list cases
appropriate for each chapter.

Updated Teaching Supplements

All of the package supplements that accompany Small Business Management: An Entre-
preneurial Emphasis, 11th edition, are designed to fit a variety of teaching styles and class-
room situations. We have expanded the supplements in order to better support teaching of
the accounting and financial topics covered in the text. You now have the opportunity to

choose the resources that best suit your teaching style and your students’ needs. The fol-
lowing supplements are available.

Student Learning Guide. This supplement presents the key points of each text chapter,
brief definitions of key terms, and a variety of self-testing materials, including true/false,

multiple-choice, fill-in-the-blank, and essay questions. It allows students to pursue self-
study of text material.

BizP1aNBuilder and BizPLANExpress. With BizPLANBuilder and BizPLANExpress, stu-
dents use the world’s most popular business plan software to plan and develop winning
proposals. Comprehensive word-processing and spreadsheet templates lead users through
narrative and financial sections, which, once complete, can be edited, updated, and refined
to grow and change as a business grows and changes.

Instructor’s Manual. This supplement contains lecture notes, sources of audio/video
and other instructional materials, answers to the “Discussion Questions,” comments on

“You Make the Call” situations, and teaching notes for the cases. Transparency masters are
also provided for each chapter.

Instructor’s Manual on Disk. To help you customize your lectures, the Instructor’s
Manual is available on disk in Word for Windows® format. You can quickly and easily

adapt our lecture materials to include your own notes, examples, and ways of presenting
the materials in class.
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Acetates. Acetates for each chapter are provided free to adopters. Notes in the lecture
outlines of the Instructor’s Manual suggest when to use them and provide discussion
prompts for each one. If you want handouts, you can use the transparency masters in the
Instructor’s Manual as photocopy masters for all non-text transparencies.

Microsoft® PowerPoint®. The complete transparency package is now available on Power-
Point. Computer-driven projection makes it easy to use these colorful images to add
emphasis and interest to your lectures. All you need is Windows to run the PowerPoini
viewer and an LCD panel for classroom display.

Videos. A diverse selection of custom-produced videos, part of South-Western College
Publishing’s BusinessLink video library, is available to introduce topics, supplement lec-
ture material, and stimulate discussion. Featuring companies such as Ben & Jerry’s, Valas-
sis Communications, Burton Snowboards, and the Vermont Teddy Bear Company, video
segments show businesses at work dealing with real-world issues.

“Something Ventured” telecourse videos, available from INTELECOM Inteliigent
Telecommunications, cover a range of topics, including startup capital, marketing, franchis-
ing, distribution, staffing, risk management, and accounting. For more information, contact
INTELECOM at 1-800-576-2988 or visit the INTELECOM Web site at www.intelecom.org.

Test Bank. A comprehensive Test Bank includes true/false, multiple-choice, and discus-
sion questions. A correlation table at the beginning of each chapter in the Test Bank helps
you prepare tests with the coverage and types of questions appropriate for your students.

Computerized Test Bank. The Test Bank is also available in a computerized Windows®-
compatible format—Thomson Learning Testing Tools™—a fully integrated software suite
of test creation, delivery, and classroom management tools.
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As a final word, we express our sincere thanks to the many instructors who use our
text in both academic and professional settings. Ultimately, it is your evaluation that is
important to us. We want to know what you think. Please contact any of us as questions or
needs arise; our telephone numbers, fax numbers, and e-mail addresses are provided
below. We view ourselves as partners with you in this venture, and we wish to be sensitive
to your wishes and desires whenever possible. We thank you for letting us serve you.

Justin G. Longenecker

Tel.: (254) 710-4258

Fax: (254) 710-1093

E-mail: Justin_Longenecker@baylor.edu

Carlos W. Moore
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E-mail: Carlos_Moore@baylor.edu

J. William Petty
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Fax: (254) 710-1092
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