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Preface

Ready for Battle

f you haven’t noticed, it’s a war out there. In any economy, building a

small business is a challenge. When revenues shrink, the fight for
customers and their dollars can be the ultimate fight for survival. Yet if
you blame the economy or come up with any other excuse why your
business is not flourishing, then you aren't fighting for your company.

Here is the most frequent excuse I hear from owners with an under-
performing business: “The economy is bad.”

You make or break your own business. Take responsibility. Look
around and you will see there are businesses doing very well. Why, you
ask? Because they are not concerned about excuses, only action plans
and good business practices that result in growing sales and profits.

There are successful businesses opening and operating in every
economy, every day, every season, every year, that are located next door
to failures. If we truly believe success or failure is a function of external
forces, we are doomed, as external forces always happen and are typical-
ly out of our control. Since we cannot control these factors but can con-
trol our own business practices, we must direct our energies toward that
which we can control as we chart our business course to reflect neces-
sary and appropriate changes.
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This book is not an A-Z textbook on running a small business; there
are shelves full of them, mostly in college bookstores. This book homes
in on the essentials for operating a successful small business in this fast-
changing battle zone.

There are numerous books that focus on one aspect of running a
business, such as branding, sales, or finance. It's not uncommon to have
a pile of must-read books gathering dust at the bedside while more press-
ing demands fill the precious time allotted for reading. This book reports
from the trenches with advice you can only learn by trial and error, from
tying into what is working in the marketplace and what is not.

While most books are written to be read from beginning to end, you
can pick this one up and thumb through the table of contents to find
topics to help you solve your most difficult business problems or to help
you grow a more profitable business. Each topic is short and succinct,
and so you can read the book in short increments and implement strate-
gies as you go.

I encourage you, however, to read even those sections that you think
you're good at, because it’s easy to forget what's important after living in
an economy where revenue flowed freely. So jump in anywhere and read
as much as you can, when you can; then implement.

It is a wonderful spirit we nurture in this country, where anybody
can dream, open a business, and succeed. Success will come when you
have a plan and business skills, and only if you adapt and keep up to
date with the needs of the changing world around you.
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Chapter 1

Surviving the
Downturn

No Business Will Escape . .. Prepare

Every business will be affected by this economic meltdown. There is
no escaping. Those that think they will escape are fooling them-
selves.

The root causes are universal and will impact every business, in a
kind of domino effect, with profits tumbling one after the other. I spoke
with my insurance agent, and she reported revenues down over 30 per-
cent. “Why?” I asked, “It makes little sense. People are not yet taking
their cars off the road, are they?”

“No,” she responded, “but they are not buying new cars, so the
insurance premiums are less, and also people are reducing their cover-
age to lower their bills. All in all, it amounts to an overall 30 percent
decline.” Then she added, “And defaults are up for nonpayment.” Her
hours were cut, as were her staff’s.

A produce delivery business I represent, which I assumed would be
relatively immune to the downturn, is likewise experiencing a deep
reduction in revenues. People are not eating out as much, the small busi-
ness owner reports. Thus, consumption at restaurants is down, reducing
his revenues by 30 to 40 percent. He is making fewer and smaller deliv-
eries.
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We need not discuss the auto industry, the housing market, and the
trades and businesses that are supported by these markets. Can you even
imagine the depth and width of their tremor? Of course, the financial
markets lost tens of thousands of jobs nationally. New York City alone
experienced a 20 percent decline in its revenue flow as a direct result of
the reduction in the financial market.

The unemployment statistics are sobering. Depending on whose
numbers you are looking at, unemployment is at least 10 percent, and
another 5 percent of the population is no longer looking for jobs and,
thus, not counted.

Even Microsoft has laid off 5,000 people.

It’s the ripple effect that will undo us all. Fewer people working,
more foreclosures, less purchasing power. It affects every business. The
reason gas prices have declined so much is a direct result of less demand
for fuel. Factories, trucks, and, yes, cars are using less fuel. Can you
imagine the amount of reduced demand required to reduce gas con-
sumption as much as it has gone down? It must be huge.

It's the ripple effect that will undo us all. Fewer people working, more foredlo-
sures, less purchasing power. It affects every business.

Of course, this is also a global issue: Imports and exports are declin-
ing, providing additional momentum to the downturn.

[ hear some small business owners saying that they believe the bottom
is near, that they are surviving, that they are OK, and that they expect to
persevere throughout the recession with modest adjustments. These small
business owners are kidding themselves. The bottom has not been
reached, and it will be a long slide until it does. We are in for a five- to 10-
year disaster. Everyone will be affected; every business will be reduced.

Plan, adjust, and prepare. Failure to do this will be at your own peril.
There is no escape. Downsize; do your preemptive workouts. Market effec-
tively and not only can you survive, but you can maintain profitability.

Failure to adjust will end in a slow death ... or maybe a rapid one.

Learning from the Greatest Entrepreneur of All

I recently read the book 1776 by award-winning author David
McCullough. If you are not familiar with it, it is the story of the first
year of the American Revolution. During that year, the Continental
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Congress commissioned Washington as the Commander in Chief of the
Continental Army. In and of itself, his appointment was a leap of faith,
as Washington had limited battle experience and none in small-skir-
mish or large-scale war strategy.

Worse yet, he had few experienced leaders capable of handling the
men in the field. His troops were completely untrained and were equipped
with few arms and little ammunition. The men came and went as they
pleased, depending on weather and family needs at home. Sickness often
disabled as many as one-third of his men at any given time.

Even worse, they were confronting the greatest army and navy in the
world at that time, well trained and well armed. The British navy com-
prised 400 ships armed with hundreds of guns. The Revolutionary forces
had no navy and few guns and were badly outnumbered by a ratio of 10
to 1.

In the winter, the Revolutionary forces had no tents and insufficient
clothing and shoes to keep them dry and warm. It was, in a word,
pathetic to consider this ragtag band of farmers, hunters, and a few aris-
tocrats an army. It was an undisciplined, untrained, unarmed,
unequipped band of passionate men who fought among themselves and
had no idea how to conduct warfare.

Washington’s strategies were most often wrong. His lack of experi-
ence led him into one defeat after another, and yet he persevered. That
is the quality of an entrepreneur. The one characteristic used most
often in reaching the desired goals—not experience, intelligence, or
skill, but perseverance. An entrepreneur refuses to lose, rejects defeat,
insists on reaching the goal no matter how slim the odds or likelihood
of victory.

The Revolutionary leaders bet everything they owned, including
their lives. They gave up their families, power, wealth, and comfort to
battle against the most formidable force in the world, knowing that
should they lose the war and survive, they would all surely hang. Yet,
against the most impossible odds imaginable, they persevered.

This is the true hallmark of an entrepreneur, perseverance, and
George Washington demonstrated this trait to the greatest degree. When
the going gets tough, we can all take a lesson from Washington as the
ultimate entrepreneur. He gave birth to the most amazing business the
world has ever seen against the most severe odds any entrepreneur ever
bet against, and he won, giving life to America.
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When your situation seems grim, and the challenge is seemingly
impossible, too difficult to go another day, remember George
Washington and his perseverance. Then do it. Persevere. He won so we
could enjoy the freedom to fight our own battles safely and securely.
We can never give up, or we will be dishonoring his entrepreneurial
victory.

How Long Will This Recession Last?

There are many conflicting opinions regarding the length and depth of
this so-called recession and the difficulty it will cause us all. The world
financial markets will have a huge impact on our recovery, as they too
have a tremendous impact on what happens in our financial markets.
Academics and the economists hedge their bets, some suggesting that
this recession will last at least through 2012, but they say this also
depends on what actions our government takes to shorten it. Others say
it is a 10-year trough, with small incremental growth after we eventu-
ally bottom out.

Academics and economists hedge their bets, some suggesting that this recession
will last at least through 2012, but they say this also depends on what actions
our government takes to shorten it.

Unfortunately, I agree with the second opinion about a long-term
change in the economy for the following reasons. Unemployment will
continue to rise as more and more jobs will be eliminated. According to
a CNN Money news report,! “The hemorrhaging of American jobs accel-
erated at a record pace at the end of 2008, bringing the year’s total job
losses to 2.6 million or the highest level in more than six decades.” And
there is much more shrinkage coming. Once gone, rebuilding the work-
force to reflect the previous economy either will take a long time to
accomplish or, in all likelihood, will never happen. Once gone, gone for-
ever. Different people will be filling different jobs during the recovery,
and this will take time. I believe the financial downspin can be reversed
in a few years, but it will take five to 10 years to rebuild to where we
were at the first point of decline.

Further, the second influence, which will help determine the dura-
tion of the recession, is the recovery of the world’s financial markets.



