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INTRODUCTION

There are many “how to"” books, and other resources, aimed at people who want
to be entrepreneurs. This book is different. It won't give you step by step instruc-
tions in how to build a business. So why would you want to read this ebook?

This ebook is the result of what | have learned
over a 30 year entrepreneurial career.* During
that time, | have founded, built, run, sold and
merged more than a half dozen small compa-
nies, all in diverse industries. | have raised millions
of dollars in investor funds, been worth millions,
and have even lost it all (a very valuable experi-
ence).

I have come to
realize that the
fundamental choices
an enitrepreneur
makes very early on
ripple into the future
and substantially
determine the

Along the way, | have accumulated a good deal  €venfual success or
of knowledge about entrepreneurism in general  failure of that business
and, more importantly, about the real issues that

affect the success or failure of an enterprise.

By nature, | am a curious person. | am the one who always asks why. | have a
strong desire to understand the hidden dynamics that influence the things | en-
counter in life, and that includes business. This, and my experience, has given me
insights info business that few entrepreneurs have.

| have come to realize that the fundamental choices an entrepreneur makes very

early on, even before an enterprise is launched, ripple into the future and substan-

tially determine the eventual success or failure of that business. Just as the acorn

contains the blueprint of what will, one day, be an oak tree, choices made at the
beginning of any entrepreneurial effort become the DNA code for
that business. A code that you can program, if you choose to.

".‘ - The purpose of this ebook is simple. | want to help you understand
) 1 what you should do before you take steps to put a business togeth-
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er. If you incorporate these ideas, you can reduce risks, avoid problems (some of
them anyway) and improve your chances of success beyond the statistical prob-
ability of survival for a start-up. After all, why start a business if success is not the
goale

It is my opinion that most entrepreneurs dive into a new business without doing
many, if any, of the preparatory things that | suggest in this ebook. Sometimes this
is because they don't know about them, especially the concepts discussed in
Chapter 6. But, realistically, it's usually because they are just impatient to get go-
ing, which | can certainly understand.

Sometimes this works out positively and profitably for all. However, it is not uncom-
mon for the end result to be quite different from what was originally hoped for
when the business was launched.

Most often a lack of business success (failure) is attributed to mistakes made in the
“tactical” execution of the business plan. In my opinion, the problem more often
lies in the strategic planning phase, and not the tactical one, which is one of the
key reasons why | wrote this book. The old expression, *an ounce of prevention is
worth a pound of cure” applies to entrepreneurial efforts as well as to the rest of
life, maybe more so.

This book is written for anyone interested in entrepreneurism, from the person who
is just starting o consider if, to the experienced business owner.

For the fledgling entrepreneur, it paints a picture of what life is really like as an en-
trepreneur, describes the skills, resources and mind set needed for success, and
talks about the impact that being an entrepreneur has on your partner/family.

If you are an existing entrepreneur, you can use this information for your next en-
terprise, or use it as a yardstick to measure what is already in place, and evaluate
how you could make constructive adjustments to it. | believe the way to achieve
success is to stay pointed in the direction that you want to go. And if you are not
pointed in that direction now, it's never too late to change course. Never be
afraid to change.
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| hope that you will find the information contained in this ebook informative, useful
and a good read. Best of luck in all your business ventures!

Michael Sauvante
NovaQuest Ventures

* For a more complete rundown on my background, see my bio at the end of this book. If you
would like to know more on the topic of entrepreneurism, and learn about other books and re-

sources that | will be making available, please see my website http://novaguestventures.com/.
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Life as an Entrepreneur

So, you want to be an entrepreneur?e

This section explores just what you are getting into. Hopefully, it will
paint a realistic picture of what day to day life is like, both for you and
for those who have to live with you. It will also explore the benefits
and the downsides of being an entrepreneur, as well as describe the
types of skills an entrepreneur needs to have in order to be success-
ful. Finally, | will expose the truth behind some of the most common
myths about working for yourself.

After reading this first section, you should know whether or not you
have what it takes to be an entrepreneur, and if it is a path you actu-
ally want to pursue.

If you do wish to go down this road, the balance of the ebook will
give you ideas and tools for “strategically” launching a new business
or, if you dlready are an entrepreneur, reassessing an existing one
(which is always a good thing to do).
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CHAPTER 1: WHAT LIFE IS REALLY LIKE AS AN ENTREPRENEUR

So you want to be an entrepreneur! That is a life changing decision! Having been
an entrepreneur for most of the past 30 years, | would be one of the first to say, “If
that is what you really want to do, go for itl” Being an entrepreneur can be one of
the most rewarding experiences (on many levels) that you can have as a human
being, and for those with the courage, skills and desire to chase that dream, | say
don't let anything stand in your way.

In contrast to what most might think, in my opinion there is Always

no greater sense of job security than the knowledge and remember,
confidence that comes from having built a successful you may be
business from the ground floor up. Once you have done in business for
that, you will know that no matter what life throws at you, yourself, but
you will always be able to start over and do it again, if you are notin
you have to. Working for someone else can never give business alone
you that sense of security and self confidence.

This book is designed to give you some insight into the psychology of the entrepre-
neur, the everyday realities that need to be taken care of as you build towards
your goal, as well as provide practical tips and perspectives on what to do to
map out the fastest way to get yourself there. Hopefully, some of the lessons I've
learned over the last 30 years will save you from having to go through at least
some of the same learning curve that | did, so that you get further down the road
quicker and with fewer bumps along the way.

If you have a partner in your life, | would encourage them to read this book as
well. It is extremely important to have your partner understand what you are do-
ing and be supportive of that effort. Always remember, you may be in business
for yourself, but you are not in business alone. Having family/partner support can
make all the difference in the world to your success. And, on the flip side, lack of
support usually leads to problems.
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The importance of support leads me to another topic: naysayers. Almost every-
one who decides go into business for themselves will hear from family, friends and
acquaintances who are convinced it is a bad thing to do. That is especially the
case if it means quitting a job in order to take the plunge.

Everybody has heard horror stories of others who have gone into business for
themselves with disastrous results, and most people are scared to death of hav-
ing that kind of failure in their life. Listen to me on this. If you have a fear of failure,
then being an entrepreneur is not for you. Believe it or not, failure is the life blood
of the successful entrepreneur.

The successful entrepreneur knows what failure actually is, and understands its
valuable role. What | mean by that will be covered later but, in the meantime,
consider these two scenarios and then ask yourself, “What does failure really
meane”

Scenario One: A baby learning to walk takes many falls before it learns how to
keep its balance and successfully walk. Are those falls failures, or do they repre-
sent the process of learning to successfully walke Scenario Two: Thomas Edison.
He literally conducted thousands of experiments (each one a failure) in order to
discover the right ingredients of a successful light bulb. Once he made his break-
through, society was forever tfransformed. Most people never think about all those
failures but rather the success at the end of the process.

It's the same with an entrepreneur, continually trying out different ideas and ap-
proaches, learning what does and doesn’t work. In fact, the more consciously an
entrepreneur works with the testing process, the greater the likelihood of success.
Think of how ridiculous it would be to tell a baby how risky it is for them to fry to
learn how to walk. “Baby, think of all the bumps and bruises you will get by trying
to learn to walk, so obviously you shouldn’t try, should you?2"” Well - telling a would
be entrepreneur that they should not try is just as ridiculous. Every experience is a
valuable lesson, regardless of the immediate outcome. Never let others hold you
back from tfrying.
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And then there’s the other extreme...those who feel that entrepreneurs love risk
and relish it like an adrenaline junky. Not true. Successful entrepreneurs are actu-
ally risk averse and very capable risk (franslate that, problem) eliminators. They
succeed by anticipating risks and planning for them, and by confronting and
dealing with the unanticipated ones.

Actually, the entrepreneurial attribute is more correctly described as fearlessness,
rather than a love of risk. | often describe the life of an entrepreneur starting a
new business as like diving off of a diving board and then looking to see if there
is water below. However, that should only be done if you know how to land on
your feet if that pool is dry. The key to entrepreneurial success is to 1) anticipate
as many outcomes as possible and work out how to respond to them should they
arise, and 2) have a general plan for how to deal with unanticipated situations. It
is all about preparation and attitude.

The life of the entrepreneur is filled with problem solving. Don’t Only

be afraid of it. Even though there isn't a “how to” manual o you can
draw upon, problem solving is a skill that improves with practice  decide if
and one that will quickly become a habit that you can apply you have

to other areas of your life. As you learn to problem solve, your what it
confidence in addressing whatever life throws at you will likewise takes
grow.

Problem solving is a very creative process. It is well documented that people who
constantly have to draw on their own creativity tend to be happier and live more
fulfilled lives than those who are less creative.

| think that has a lot to do with why successful entrepreneurs tend to feel pretty
good about themselves and their lives. Interestingly enough, entrepreneurs also
seem to be healthier on the average than the rest of the population. Certainly,
most entrepreneurs | know rarely, if ever, get sick, including my wife and me.

So, with respect to naysayers in your life, if someone tries to discourage you, it only
means they have probably decided that they would not want to deal with what-
ever they are cautioning you about, but they are not you. Only you can decide if
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you have what it takes to tackle risks, to be a problem solver, to be an entrepre-
neur. You, and your partner, if you have one.

Now let me introduce you to my wife and partner of 36 years, Pati. Pati has been
right there with me, through thick and thin, for all our businesses. | have asked her
to add some comments here to help you appreciate how your partner/family are
in this with you, and also to give some advice to your partner/family to help them
get through the process with you.
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CHAPTER 2 - LIFE AS AN ENTREPRENEUR'S PARTNER

Several years ago, a friend who has been a long time entrepreneur made the
comment that being an entrepreneur is like competitively driving a race car. The
driver’s attention is intently focused on the road ahead, constantly maneuvering
in order to better his position in the pack, and always looking for the little openings
that will let him surge ahead. And the entrepreneur’s spouse (partner/family) is in
the back seat, without a seat belt, with a limited ability to see what's going on
and coming next, yet affected by every turn and twist and bump and jolt along
the way.

When he told this story, | immediately understood

what he meant. When you are the partner of an en-

frepreneur, you are along for the ride, whether you Every entrepreneur
asked to go or not. You can either sitin the back seat  Needs someone to
and shut your eyes and pray to be let out of the car, help them fo stand
or you can climb into the front seat and grab the back and see the
map. It takes a great deal of will power and deter- big picture
mination to be an entrepreneur. It takes just as much

courage and commitment to be the partner of an

entrepreneur.

To be the partner of an entrepreneur, you have to metaphorically climb info the
front seat in some way. One way is to actively participate in the enterprise. When
launching a new business, there are so many different types of skills needed to do
everything that needs to be done, that it is likely there are things you can do to
help the project along.

But even if you cannot, or don't want to actively participate in the business, none-
theless learn something about it, understand what's being done, what's hap-
pening, and why. Ask questions, and offer feedback. Every enfrepreneur needs
someone to help them to stand back and see the big picture, to help them stay
on track and not get diverted by “rabbit trailing”, or going down a road without
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regard to whether it leads to the desired destination. A partner’s perspective is
invaluable.

Always talk, especially if there is a problem that needs to be solved. Oftentimes,
just by describing a problem, sharing the problem, the solution will present itself
during the discussion. In general, the more you understand your partner’s busi-
ness, the less you will be uncomfortably affected by it and the more you can help
it succeed.

| think the entrepreneurial lifestyle is the best in the world. Yes, it can be challeng-
ing and things don’t always run smoothly, but for me the benefits so far out weigh
the problems that | wouldn't want any other type of situation. And because | rec-
ognize that an entrepreneurial lifestyle is different from any other, in order to make
it work, whether you are the entrepreneur, or your partner is the entrepreneur,
bear these few things in mind:

Embrace instability. Instability brings change; change opens the door to
possibilities and the prospect of successful new directions. An entrepreneur-
ial enterprise, especially in its early days, is inherently unpredictable, and
living with unknowns can often create stress within a home. If and when
stresses arise, always remember that these unknowns are temporary, and
that the instability that is creating them is the very thing that will allow the
enterprise to succeed.

It is only by taking a foot off of where you're now standing that you can
move forward. And the faster and further you want to move forward, the
more willing you have to be to leave the safety of your current “rock”, and
tolerate the taking of risks. Everyone has a different comfort level when it
comes to risk taking. My best advice is to recognize exactly how much in-
stability and risk you are willing to tolerate, and then stretch that just a tiny
bit further.

Be there!l Even if the new enterprise is your partner’'s focus and not yours,
you are nonetheless a de facto partner in that newbie enterprise. Realize
that even if you are not the one putting in all the time and effort to build the
enterprise, you will still be living with it every day, and will be effected by its
ups and downs and wins and losses.
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Launching a new idea or enterprise is much like birthing a new life. It is inher-
ently a partnership, even though most of the heavy liftfing is done by only
one of the participants. It's also an effort that takes time, commitment, cre-
ativity, and the knowledge that you're going to see it through, no matter
what. You know it won't always be easy, but you also know that it can be
one of the most rewarding, satisfying and enduring things you ever do.

Set goals. My bit of practical advice is to work together to set timetables
for when you need to see results from the enterprise, and define the type
of return you want to have. Unless you have a pile of money set aside to
support you during the start up phase of the new enterprise, recognize that
there will be a significant financial pressure put upon your current resources
and their source.

If at all possible, set a budget for yourselves and stick to it. There will always
be reasons to spend money. The key, especially in the early days, is to spend
only what is needed to get the job done. Before spending, ask yourself, “Do
| really have to get this or get that nowe Or can | get by without it until later
on, when we have more money, and can afford it without hurting usg”

You would be surprised at how many purchases can
be postponed, ones that at first you thought “I've just
got fo have that now!" If need be, try and imagine  Be in a rush fto
that you are managing someone else’s money (like g_ef money in
your grandmother’s) and you need to stretch those the door. and
dollars until your business is in a position to replenish be very'slow

them without any strain.

to let it go out
This is called cash flow management, and every suc- the door
cessful entrepreneurial effort must incorporate it into
its daily life. A general rule about money manage-
ment is, “Be in a rush to get money in the door, and be very slow to let it
go out the door.” Follow that advice and you will go a long way towards
realizing your goals.

It is also important to know just how much time you can afford to take
launching the new direction, how much money it will take to do that, and
where the money will come from, not only to get the new business on its
feet but to keep everything else in your lives floating at the same time.
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Use that information to set fimetables, and work very hard to achieve results
in that predefined period. Set realistic and realizable goals, goals that you
both agree on. And don't just set long term, big goals.

It is perhaps even more important to set short term goals, for the day, for the
week, for the month. It is extremely important to maintain a sense of mov-
ing forward, and by achieving short term goals, you virtually guarantee that
you will achieve the long term goal(s).

It is equally necessary to continually re-evaluate the goals. At the end of
each predefined time period, stand back and look at the progress that
has been made. Are both partners’ goals being reached? They need to
be, because you should never sacrifice (at worst, postpone) one partner’s
hopes and dreams for the other’s. At every evaluation point, you also need
to ask if you can afford, emotionally and financially, to go a little longer?
Only continue if both partners can answer yes.

Building a new enterprise is probably one of the most demanding things you will
ever do, but it is also one of the most rewarding. There will almost assuredly be
times when you want to stop, when the time, effort and sacrifice required just
don’'t seem worth it. But, like the old saying goes, it's when you most feel like quit-
ting that you are the closest to your goal. | have always found that to be true.

Here's wishing you and your partner the very best of success!

Pati
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CHAPTER 3 - WHY BE AN ENTREPRENEUR?

In the first two chapters, Pati and | painted a picture of what life is like for an en-
trepreneur. Now | would like to talk a bit more about the benefits, rewards and
downsides of being an entrepreneur.

First of all, | would reiterate what | said about the creative The creative

side of an entrepreneur’s life. It is my personal belief that life of an
we are all here fo learn and grow, and the creative life of enfrepreneur
an entrepreneur continuously encourages learning and conﬁnuously

growing. As an entrepreneur, you will find that every day encourages
your job demands that you solve problems and come up learning and
with creative solutions. | personally have found that to be growing
extremely fulfilling.

What you will also find is that the problem solving is not limited to things and events
but rather, on a substantial basis, involves problems with other human beings, in
every way imaginable. Human interaction quite oftenis at the heart of a business,
and the better you are at dealing with people, the more successful your business
will be.

However, for those of you who are not especially excited about a lot of human
interaction, | will acknowledge that certain businesses can be performed in a very
detached manner, especially Internet centric ones. But the majority of businesses
do require that you interface directly with people, and often quite substantially. |
encourage you to recognize that, and to welcome it. Learning to work coopera-
tively with others will have a natural and positive impact on your relations both
inside and outside of your business.

| would also encourage you to get involved with your community (be it large or
small) outside the context of your business. Being in business for yourself will often
give you resources that you can share with others. Giving back to the commu-
nity will not only solidify your business within the community, but will also build
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your standing as a valued member of that community. As a group, small business
owners tend to be quite socially concerned and very active supporters of social
causes in their community, which further contributes to the rewards and fulfillment
of being an entrepreneur.

Now the downside.

As | said before, the life of an entrepreneur is filled with problem solving. To illus-
trate this, | often use the analogy of a vessel on the water, and problems are like
getting holes in the boat. Most of the time, those holes are above the waterline.
Rarely do they cause the ship to sink; they just need time and attention to get
repaired. They could even be left unattended, and the boat could still move for-
ward, at least for a while.

However, sometimes holes occur below the waterline, and it is those holes that
can sink your ship. Sometimes you or your employees cause them, and sometimes
the hit comes from external factors over which you have no direct conftrol. In ei-
ther case, it is imperative that those type of problems are immediately addressed
and corrected. If they aren’t, your company will probably fold. And that can
have substantial consequences to you and all those associated with you and
your company.

Companies fail because of two broad reasons: unchecked mismanagement or
problems that come out of the blue. Mismanagement can largely be addressed
by anticipation, proper planning and timely action. If it is discovered early enough,
it is often fixable. Not necessarily so with the problems that blindside you.

Unanticipated problems fall into 2 categories: small and large. Small unexpected
problems can usually be worked with and solved with a minimum of disruption to
the business and drain on its resources. It generally takes a healthy resource cush-
ion to survive a substantial unanticipated problem, and most small to medium size
businesses don't have that luxury.

Let me give you some examples from my own background. Twice in my 30 year
career | was blindsided by substantial unanticipated problems, and both circum-
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stances turned out to be quiet painful. In the first case, my primary customer was
a U.S. government agency. Congress unexpectedly cut off its funding, forcing my
customer to abruptly abandon plans they had with me.

The second one entailed a wealthy shareholder who took down the company,
apparently out of spite against parties that she disagreed with and wanted to
hurt. No amount of effort by myself or my teammates could salvage those com-
panies.

If you are going to be an entrepreneur and put yourself out
there, be aware that someday something like that couldhap-  One of the
pen to you. The longer you are an entrepreneur, the greater hallmarks

the chance that something will come along and derail your of the
best efforts. However, one of the hallmarks of the successful successful
entrepreneur is turning a failure into a positive. enfrepreneur

is turning a
failure into
a positive

The key is not how you are affected by the body blow, but
rather what you do afterwards, how you respond to it. Do you
get back up, brush yourself off and go at it again, or do you
give up and throw in the towel?

Fortunately, if you have successfully built something from scratch even one time,
you know in your guts and your heart that you can do it again. All you have to do
is jump in and get going....again.
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CHAPTER 4 - SO WHAT SKILLS DO YOU NEED2

| have been asked many fimes to describe the profile of a successful entrepre-
neur. What type of training, knowledge, personality and skills does an entrepre-
neur need?¢

The Entrepreneur’s Training and Education

Is there a particular type of training or education that they have in common? No.
| have seen successful entrepreneurs with just about every background imagin-
able. Do you need an MBA (Masters in Business Administration) to build a success-
ful business? Again, no.

Interestingly enough, | have often observed that having an MBA is more of a prob-
lem than a benefit for an entrepreneur, particularly when dealing with the early
phases of a business. The reason for this relates more to the difference between
the type of training usually given in an MBA program and the realities of what life
is like in an entrepreneurial startup company.

Historically, MBA programs have taught the skills, tools

and perspectives needed to work in the environment ~ The skills needed
of an established company, with little or no emphasis to successfully
on how to start and build a new one. The skills needed develop a new

to successfully develop a new product or company product or

are quite different than those required to serve anex- €company are quite
isting one. However, more and more business schools  different than those
are beginning to redlize the difference and there are ~ required to serve
a variety of MBAs cropping up with “entrepreneurism” an existing one
as one of their programes.

Another reason why MBAs are not particularly useful to the start-up entrepreneur,
is that all too often their classes were taught by academics who had never built
and run companies of their own. To me, that is like a music teacher teaching
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music when they have never played an instrument. All theory and no practical
experience.

Nonetheless, if you decide that an MBA is right for you, and you want the scope
of knowledge that it can provide, go for it. MBA programs can teach you a lof,
but just keep in mind what | said about practical experience. All in all, whichever
educational path you choose, ultimately it will be other entrepreneurs that will be
some of your best teachers because they have been where you are going, they
have a much better feel for what your life is like, and they know what you have
to do to succeed.

The Entrepreneur’s Skills and Attributes

This is my list of the top seven attributes that | feel every successful entrepreneur
needs to have:

1. Persistence

2. Adaptability

3. Common sense
4. Ability to learn
5. Resourcefulness

6. Time management

N

Integrity

In my experience, the most important attribute of the successful entrepreneur is
persistence. Persistence, and the determination to keep going in the face of ob-
stacles and opposition, is critical to the entrepreneur. As | mentioned before, try-
ing things and having them not work (which some people call failure), and then
trying again, is what leads to success.
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Along with determination and persistence, the entrepreneur must be adaptable
and flexible. Rarely do things work out the way you anticipate, the first fime out.
When that happens, you will have to re-assess the situation and develop a new
action plan to address the changes. A good example of this is illustrated by the
following brief story.

A number of years back | attended a one-day presentation at Santa Clara Uni-
versity in the heart of Silicon Valley, which has one of the best “practical” business
schools in the area. The school had arranged to have, as speakers, a number of
legendary business people from Silicon Valley. These were individuals who had
successfully launched some of the most renowned companies in the Valley, and
who had gone on to found the VC industry, and were still some of the biggest
names in venture capital.

That day, one of those old timers made an observation that | will never forget.
| have forgotten who said it, but not what was said. The topic of entrepreneurs
adapting to changing conditions was put on the table. What he said was this,
and | paraphrase his statements.

“some time back we decided fo review our investment port-
folio and discovered a very interesting thing about that very ques-
tion. What we learned was that every single company that had stuck.
with the very same business plan that they had presented to us when
they got our first funding, had subsequently died. Others died for oth-
er reasons, but every single company that succeeded at one point
or another had to change their original plan and pursue a different
one. Therefore, we have concluded that the ability to adapt and
change was a critical ingredient that had to be present in the entre-
preneurs we funded, or they would in all likelihood fail. "

This means that the life of an entrepreneur is a constant balancing act between
persisting long enough on a particular track to realize success, and knowing when
you must change tracks in order to reach the goal. It is a crazy mix of inflexibility
and flexibility, a perpetual juggling act for the entrepreneur.

S0, YOU WANT TO BE AN ENTREPRENEUR?

www.NovaQuestVentures.com



http://www.NovaQuestVentures.org
http://www.NovaQuestVentures.org

—
S... SO, YOU WANT TO BE A

Ly |

“ENTREPRENEUR?

Along with determination, persistence and flexibility,

there is another hallmark of an entrepreneur — com-
Every successful

entreprenevur |
know has had
to incorporate
continuous ad
hoc learning into
their daily lives

mon sense. | have known some very successful en-
trepreneurs who didn’t even finish high school, and
some others who were complete flops as wannabe
entrepreneurs, but who held advanced college de-
grees, including MBAs. It is usually not how smart you

are, but how much common sense you have. The
business world is dominated by common sense, and
as long as you have that and determination, there is
a high likelihood of success.

Next is the ability to learn. Every successful entrepreneur | know has had to incor-
porate continuous ad hoc learning into their daily lives. JIT (just in time) learning
is often the hallmark of an entrepreneur’s life. It is not just what you know coming
into a business, but rather learning what you need when you need to learn it, that
makes all the difference to your success.

A large part of the learning effort is knowing how to find information when you
need it, and in the form it is needed. Information is all around us these days, and
the trick is to figure out the easiest and fastest way to locate, learn and apply the
knowledge needed to solve problems and make your business work.

This ability taps into a related skill | find most entrepreneurs have —resourcefulness.
Resourcefulness, which is defined as the ability to act efficiently or imaginatively
especially in difficult situations, comes into play, day in and day out, in all aspects
of life as an entrepreneur.

Creativity and resourcefulness spill over into just about everything an entrepre-
neur does, and the old adage “necessity is the mother of invention” is very apro-
pos here. For example, first time entrepreneurs often start off with limited tangible
resources, especially money. When there isn't much money available, other and
inexpensive ways must be found to get done what needs doing.
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Perhaps you do it yourself, which often means learning a new skill, or you find
someone with the skill you need and you swap services or arrange a trade, or you
re-think the situation and come up with an entirely different and less expensive so-
lution. There are many things that can be done, all of which tap into the creative
side of an entrepreneur, and that creativity that manifests as resourcefulness.

Interestingly enough, many failed businesses have started off with plenty of mon-
ey. Many VC funded companies are good examples of this. It is my contention
that having foo much money insulates someone from having to develop the cre-
ativity and resourcefulness that are the hallmarks of the successful entrepreneur.
(Don't misunderstand me, though. Having too little money can be a very serious
problem as well, but that is another topic.)

As | said, creativity and resourcefulness are the hallmarks of the entrepreneur. Be-
cause of this, never let anyone tell you that you can’t do something just because
you haven't done it before. Entrepreneurs turn that

nay saying idea on its ear every single day. | person-

ally have made a career out of doing what people ~ Never let anyone

said | couldn’t do. tell you that you
can’t do something

Just about every business | have launched was in jUSf because

a field in which | had no prior experience or knowl- you haven't

edge. Now clearly, some businesses cannot be done done it before

without particular knowledge or credentials present

beforehand. For example, | cannot set myself up as

an attorney without first going through the process of becoming a lawyer and be-
ing accepted into that profession by the guardians at the gate (passing the state
bar, etc.).

However, most businesses don't require specific certifications, accreditations or
degrees. In my case, over the course of 30 years and a half dozen+ businesses,
not once did a customer, supplier or candidate business partner ask me if | had a
business degree. | actually do have a business degree, but it took me a long time
to complete.
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| earned a Bachelors in business and technology studies 33 years after | took my
first college courses, and then | only pursued it because | needed the Bachelor’s
to be accepted into a custom Ph.D. program that | had been invited to apply
for around the topic of new venture creation in mature companies. But | never
needed the degree for my entrepreneurial efforts.

| will say that the business courses | took proved to be very useful from a knowl-
edge standpoint, especially for understanding the basics of finance, accounting,
taxes, marketing and business law. | do strongly recommend that you become
conversant in these topics, especially business law. However, this is all informa-
tion that a resourceful entrepreneur can obtain from many different sources and
people, not just through college.

There is one more skill required by a successful entrepreneur - time management,
and the ability to prioritize. When a business is trying to get off the ground, there
are more things that need to get done than there is time in the day to do. To
avoid a 60+ hour work week, it is important that you learn to manage time wisely,
and that is best accomplished by learning how to prioritize what is and is not im-
portant.

This is a skill that some entrepreneurs do well and others struggle with. | still have
trouble with it, not because | don't understand its importance or how to do it, but
just because it requires conscious attention to do it well, and | happen to be one
of those personality types that easily gets distracted down rabbit trails.

As aresult, | often turn to my wife to help keep me on frack. She and | do frequent
goal planning and activity review sessions. | find our interaction helps very much
to keep me focused and on track. Perhaps your partner can help you with your
time management as well.

If this is not one of your current strengths, | would recommend you find someone
who can teach you the basics of time management, or take a course in it. If
you don’'t have another source, | would recommend the following book, No B.S.
Time Management for Entrepreneurs at http://novaquestventures.com/books/
timemgt.htm
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So, in summary, the key attributes | find necessary for being a successful entrepre-
neur are determination, persistence, adaptability, flexibility, common sense, the
ability to learn as needed, creativity, resourcefulness and time management. If
you have those skills, then you have what it takes to make it as an entrepreneur.

However, there is one other side to the successful entre-
preneur that | haven't fouched on yet, but it is as neces-
sary to success as any of the tangible skills already de-
scribed. It is the idea of always acting ethically and with
integrity. If you do this, you will find that the effort will pay
you back many times over.

One of the best
ways to build
trust is to always
act ethically and
with integrity,
| recommend you freat everybody you deal with in busi- regardless of the
ness as though they were a “good friend”. Trust is an in-  circumsfances

tegral part of business, and one of the best ways to build you find
trust is to always act ethically and with integrity, regard- yourself in

less of the circumstances you find yourself in. Your good
name will take you far in business; conversely, a bad rep-
utation can do you immeasurable harm.

This is especially the case today, because of the Internet. Defamation of your
character has never been easier. With the plethora of blogs and anonymous
postings, your name can be dragged through the mud with impunity.

As a case in point, let me share with you a personal horror story.

In Chapter 3 | told you about a business that was brought down by a vindic-
tive shareholder. That saga began when she tried to do a hostile takeover
of our business. When those efforts were thwarted, a smear campaign was
launched against me and my partners, accusing us of various misdeeds,
even though all the evidence supported our innocence.

| was absolutely blown away by how much damage another person can
do to your reputation, and how the Internet in particular allows allegations
and lies to be presented as facts. Fortunately, the majority of our share-
holders, who had known me and my partners for a long time, knew better
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and did not support her. Nonetheless, the company died, with everybody
losing, leaving a trail of false accusations that the public has essentially no
way of knowing is noft true.

And this happened to a group of partners who essentially wore their social, en-
vironmental and ethical values on their collective sleeves. See this article to give
you an idea of what | mean “The Triple Bottom Line: A Boardroom Guide” hitp://
novaqguestventures.com/articles/TBL.pdf.

Someone was able to take some of our greatest assets, our integrity and ethics,
and use them against us. Imagine what might have happened if we in fact had
been unethical. That is the caution | convey to you. You cannot afford to be
anything but squeaky clean in all of your business dealings. As the author Doug-
las Adams said, “Nothing tfravels faster than light, with the possible exception of
bad news, which follows its own rules”.
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CHAPTER 5 - COMMON MYTHS AND FALSE EXPECTATIONS
ABOUT BEING IN BUSINESS FOR YOURSELF

There are many myths about being in business for yourself, most of which create
false impressions about how easy it is to be an entrepreneur. | wish to convey the
realities of having your own business, not to discourage you but to realistically pre-
pare you for what life is really like, so that you go info it with your eyes wide open.
Few things are as rewarding as being a successful entrepreneur, and if you are
willing to stay the course, the benefits will be worth the effort.

Here is my take on the most common myths.

» If | were my own boss, life would be so much easier
and | wouldn’t have to work so hard

Just about every entrepreneur | know would laugh at that comment. Rarely will
you find that life is easier as an entrepreneur. Expect to work harder and longer
for yourself than you would for someone else. If you are a clock watcher, dump
that habit once and for all.

Building a business demands that you pay attention to it, and depending on the
type of business and how it is run, this can often mean putting in more than 40
hours a week. It is possible to get to the point where your

fime demands can go way down, but until then do not  Few things are
expect to have much free time. Flexible time, pernaps,  AS rewarding
but not free time. However, | can also say that you won't as being a
necessarily feel like you are working long hours because succesful
when you are doing something that you enjoy and it enfrepreneur
gives you psychic rewards of all kinds, time flies.

Most entrepreneurs work hard. Successful entrepreneurs also learn to work smart.
Working smart means not wasting time. Successful entrepreneurs value time. To
them, time is a precious commodity. Learn to manage your time wisely so that
you too can work smart, and enjoy the freedoms that come from being a suc-
cessful entrepreneur.
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» Being the boss is easier than being the employee

This myth belongs with the one above. Keep in mind, when you are in business for
yourself, you are the one who decides what has to be done, and then you are
often the one who has to do it. It is the quintessential “buck stops here” lifestyle.
An enfrepreneur has to juggle and deal with many more things than the average
employee does, as well as carry the responsibility for everything. This is not my
definition of easier.

» Entrepreneurs love risk

| talked about this earlier. Entrepreneur’s do not love risk. Rather, they understand
the need to take risks, when to take a risk, and how to manage it so that it's as
non-risky as possible.

» It's easy to be an entrepreneur

It can be easy to be an entrepreneur, but rarely the first time out. First fime entre-
preneurs often lack the two key things that make building a business easy: money
(resources) and knowledge (experience). For entrepreneurs with both, it is quite
possible to create an “easy” business. Without adequate money, the entrepre-
neur has two choices: be the “chief cook and bottle washer”, i.e., do everything
yourself, or find creative (and cheap) ways to get others to help.

The key to succeeding with little money is to maximize the effectiveness of the
money you do have, put in a lot of your own time, and get others to contribute
some of their time for less than full value up front. In general, for an entrepreneur
with drive and passion but without much money, the time demands are intense,
the financial pressure is constant, and the learning curve is steep.

Most entrepreneurs | know have been through such a phase, where they have
had to wear many hats and do many jobs simultaneously. But, they learned how
to multi-task, problem solve and get things done under pressure. Lack of money
paid dividends in knowledge.
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If you start out with money, you can always hire the talent to do the many jobs
that are necessary to make a business successful, but | would caution you against
hiring out too much. The knowledge gained by working on your own business,
and being involved up to your elbows, is invaluable. Don’t let money Iull you into
lazy thinking and taking imprudent actions that will work against your success.

» As an entrepreneur | will make a lot of money
and | won't have to pay any taxes

It is certainly possible to make more money, and a lot of it. However, most entre-
preneurs | know are not what could be called truly financially rich. They make a
very good living and are quite comfortable financially, but most, at some point,
decided that just chasing more money was not the most important thing.

In fact, rarely have | seen a happy and successful entrepreneur who prioritized
making money as a primary objective. The happier ones, and they are often the
more successful ones, use their entrepreneurial efforts to do what they love to do.
The money becomes a nice side benefit of living the life they love. Such people
would say that they are rich in ways other than money. The money just reflects the
other successes.

That is not to say that the money is not important, just not the important thing. With
respect to taxes, being in business for yourself certainly offers many ways to write
off income and reduce a tax bite.

Rarely have |
seen a happy
and successful

entrepreneur
who prioritized
making money

as a primary
objective

However, | can tell you that | have paid far more tax as an
enfrepreneur than | ever did as an employee, and that is
how it should be. Entrepreneurs are the ones that create
the foundations upon which all taxes derive, and our soci-
ety is the better for it. Certainly, don’t pay more than you
need to, but don't begrudge society its share of your suc-
cess. After all, our society is what provides us with the op-
portunity to do what we love to do, whereas many other
societies do not.
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» If | build a better mouse trap, the world beat a path to my door

| have met many an inventor/entrepreneur who was convinced that their inven-
tion/business concept was going to be the next big thing, and the customers
would just rush in and buy! Unfortunately, that is rarely true. Usually the creator is
so in love with the creation that they are blinded to the way the rest of the world
sees it.

If you think you have a great invention/business concept, but you get nearly uni-
versal rejection from everybody that you share it with, listen to that feedback. This
is not to say that if everybody else is telling you that you are wrong that you are,
in fact, wrong. | have seen a number of circumstances where people didn't get it
at first, and eventually the inventor/entrepreneur proved them wrong.

What | would encourage you to do is talk with prospective customers. If they con-
sistently tell you they are not interested in your invention/business concept, then
pay aftention to that feedback, as you are probably on a wrong track.

Sadly, I have seen too many circumstances where individuals have ignored this
kind of advice, and have succeeded only in chasing their tails for a very long
time. Successful entrepreneurs learn when to throw in the towel and move on. |
have abandoned quite a few projects when it became clear they were going
nowhere.

» | have developed something unique, but | have to keep it to
myself so nobody will steal it

This myth is related to the previous one. Quite frankly, in all my years in business, |
have never directly encountered a situation where someone successfully stole an
idea and developed it as their own.

| have met several who have feared it happening, but it's almost always some-
one who has never been a successful inventor/entrepreneur. Experienced entre-
preneurs/inventors know how difficult it is to actually create something new, build
a business around it, and then work it into a major financial success. Because they
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understand what it takes, they don’t generally worry about others stealing their
ideas.

Even if the potential thief is a huge entity with unlimited resources to throw at de-
velopment and an army of lawyers to protect it, if you take a few prudent steps
to safeguard your invention or intellectual property, you

have little to fear. Don’t be
concerned

| would advocate that if you have a good idea for a about someone

new business or invention, don't be concerned about sfealing your

someone stealing it. Do be prudent and smart about invention. Do
developing it. Don't keep it so locked up that it cannot be prudent and
receive the resources and support necessary to allow it smart about
to be commercialized, whether you do it yourself or in developing it
partnership with others.

And now, some myths dealing with money.

» Venture Capitalists (VCs) will fall all over themselves
to invest in my company

Venture Capital accounts for less than 2% of all investment going into early stage
companies, the vast majority of which are run by experienced entrepreneurs who
have been around the frack before and have direct connections to the VCs. VCs
get deluged by people asking them for money. The vast majority of those appli-
cations wind up in the frash can.

| personally consider VC money to be some of the last money the startup entre-
preneur would want to take. Rarely does the VC's agenda fit the entrepreneur’s
agenda, unless that entrepreneur’s agenda is purely making money (which is the
goal of all VCs). And even then, use caution because VCs will normally do any-
thing and everything to maximize their profits, even if it means taking money out
of your pocket.

| have known many a successful VC funded company that left the founders out
in the cold, and often out of the company entirely, without any return on their ef-
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fort whatsoever. When you swim with sharks, expect to be eaten. My suggestion is
that only highly experienced entrepreneurs should work with VCs, and even then
be very carefull

» VCs know how to build businesses and are a good source
for business advice.

That was probably frue in the early days of modern venture capitalism (the 1970s).
This is because the people who became the first venture capitalists were them-
selves successful entrepreneurs who had “been there, done that”. They knew first
hand what it fook to build a successful business.

Today, the majority of managers in VC firms have financial management back-
grounds, and are commonly graduates from the top name business schools. Most
were never enfrepreneurs themselves. Rarely have they conceived of, launched,
built and run a company. If you look at the track record of the VC industry as a
whole, their successes could easily be attributed to probability, not necessarily
skillful selection and direction. If you throw enough money at enough opportuni-
ties, you are bound to have some successes. VCs do not represent smart money
in my book, and | encourage you to look elsewhere if you need to raise money
for your start-up venture.

» People with a corporate background will know how to
run my business

This is less a myth than a blind spot. | have seen many people with impressive cor-
porate backgrounds go into startups and fail to grasp that the working environ-
ment of a new startup is dramatically different than that of a mature company.
This is particularly the case if they came from management in a large company.

The area in which this difference is the most apparent is money. As corporate
managers, when they needed money, they simply requested it. They submitted a
budget to managers above them, and waited to hear if their request had been
granted, reduced, or denied. They learned to live within the budget they were
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given. Rarely do corporate managers take extraordinary steps to secure money
outside of this process. They don't have to. Such conditions don’t exist in small
companies.

Within any business, there are two sides to the money issue: raising it and spending
it. Any entrepreneur starting a new business should expect to spend a lot of time
raising money, or doing things that will bring in money.

For a business that needs outside capital, raising money

could be said to be the entrepreneur’'s main job, for a while Within any
anyway. In fact, you are likely to spend a lot more time rais- business,
ing money then you will deciding how to spend it. there are iwo

sides to the
money issve:
raising it and

spending it

The ability to get money in is critical to growing a business. If
you are considering bringing in someone from a corporate
background to give a hand to your business, before you
do, find out what sort of practical experience they have
had, especially with regard to finance.

In the corporate world, the people who raise money are not the ones who spend
the money on a day to day basis. It is quite common for corporate managers to
stumble when they first enter the start-up world, precisely because they haven't
had to deal with the unpredictable availability of money that is typical in most
new enterprises.

Be very careful about hiring someone with a corporate management background
on the presumption that they know how to run a business. Many an entrepreneur
has made that mistake, much to theirregret. Yes, they know how to run a business
— a mature business with an established market, products and customers. But can
they successfully run your entrepreneurial start-up businesse

Remember, the startup environment is radically different from a mature company
and the skills needed to successfully run a small startup are very different from
those needed in a more mature company.
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Choosing Your Market and
Other Gonsiderations

If you have read the previous section and determined that you truly
do want to be an entrepreneur, the next step is to determine your
business direction. Key decisions need to made where you, and your
business, belong in the wide world of commerce.
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CHAPTER 6 - DISCOVER YOUR MARKET; THE PCH SYSTEM

If you already have a business concept in mind, that’s great. These days, with the
advent of the Internet, almost anything can serve as the foundation for a business
as long as you the entrepreneur, have a passion for the topic and the product
or service has something viable to offer. Nonetheless, | would encourage you to
evaluate it against the concepts presented here. Who knows? You might be able
to turn it into an even better idea.

If you haven't yet come up with that “really good idea”, or are looking for a new
opportunity, this chapter should help you to get started.

The Nature of the Human Mind

The word that best describes the process an entrepreneur goes through to suc-
cessfully find and develop a new idea is discovery. And the most important tools
used in the discovery process are imagination and an open mind.

At this very early stage, the entrepreneur needs

to be like the artist and the visionary, someone

who looks at what everyone else sees, but sees .

it from a different perspective. Like one of those The most lmporfanf

visual puzzles in which just about everybody sees fPOIS used in the
the default image. And then someone (artist/vi- dISFOVGI.’y p(ocess
sionary/entrepreneur) comes along and points are ’magma“qn and
out the hidden image. As soon as you shift your an open mind

perspective, you too can see it. And it looks total-
ly different, but the only thing that has changed
is your mind.

We've all heard the phase “seeing is believing”. In my experience, I've found that
the phrase “believing is seeing” is actually more often descriptive of the human
mind.
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If you want to get a good feel for what | mean, try this experiment in attentiveness
and perception. Go to: http://novaquestventures.com/ball.html. You will need
to have Java installed on your computer and a good link to the Internet, as the
video file is a little less than 7MB in size. The video will open up in a separate win-
dow.

1. Read the instructions below the title, “How Many Times did the White Team
Pass the Ballg”

2. Follow the link marked “Go to the movie now".

3. VERY carefully, count the number of times the white team passes the ball.

4. After you have finished watching the video, close that window and return
to the opening screen

5. Click on the number that matches how many fimes you think that the ball
was passed.

6. Read the section entitled “What did you see?”.

Once you have learned the right answer, please don’t to share it with others. Let
them do the count themselves.

For those of you who got it without prompting, congratulations. You are in the mi-
nority. | did not get it until | was told the correct answer, and | was amazed at my
own perceptions. | have a strong tendency to see what others don't see, espe-
cially when it comes to business opportunities. But obviously not with everything.
This was a great lesson for me on selective perception.

By the way, for the academically inclined, here is a link to a study published at
Harvard on this phenomenon: hitp://www.wjh.harvard.edu/~cfc/Simons1999.
pdf. It presents some very interesting things about us human beings. For more
example videos of this and similar types of perception issues, go to: http://viscog.
beckman.uiuc.edu/djs lab/demos.html.

Anyway, | would say that perception is the key to discovery. Some people find it
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easy to shift perspective. For the rest of us, it's a skill that can be learned, and an
ability that gets easier with practice.

My wife and | discovered a long time ago that a very effective way
of getting insight into any situation (such as looking for a new business
opportunity) starts with “asking the right questions”. It is amazing how
the mind will provide answers, if you ask.

By carefully crafting questions, solutions and/or paths to solutions will
often present themselves. | find this particularly the case when | use
somebody else as my sounding board. By describing the problem, and
then asking out loud what can be done about it, my mind often brings
forth solutions that | don’t necessarily get by just “talking to myself”.

Discovering Opportunities
There are two key ingredients to discovering the right opportunities for you:

» Find a need and fill it (an old business adage)
» Do so in an area that interests you

In other words, look for an unfilled/unsatisfied need or problem that could be
solved by a solution that you come up with. Once you start to look for them, you
can see unmet needs everywhere. The challenge won't be finding problems, but
deciding which one(s) to try and solve.

Because there are so many potential opportunities
Look for an

unfilled/unsatisfied
need or problem
that could be
Here is an exercise that will help to uncover the op- solved by a
portunity hidden in the situation. You can do this by  solution that you
yourself, but | highly recommend that you do it with a come up with
partner or someone who's perspective you value.

out there, | recommend that you focus on an area in
which you have a strong interest or expertise, no mat-
ter how small a niche it represents.
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Select an area or item of interest, preferably an area that you have a strong inter-
est in or a passion for, which could be a hobby, sport or other forms of recreation,
education, occupation or entertainment, etc.

1.

Make a list of the major things you like about it and that gives you pleasure,
stimulation, and other positive benefits. Why are you interested in this sub-
jecte

Then make a list of the major things you don’t like about it, or that frustrate
you, or that you just wish were in the mix and somehow available.

Think about each item on that list. Consider how it could be improved. What
about it gives you a problem, no matter how trivial it seems. If you could
wave a magic wand and change it in some way, would you? To what?

Look at the area/item again, this time with imagination. What is missing?2
Look at it from all angles and identify its “holes”. Tell yourself, “If it only did
‘this’, that would be great”. Then try and take it a little further. Try and imag-
ine what you could do that would complete it or fix it. How could you turn
it info something that you would buy if it were available? (And if you would
buy it, there is a very good chance that others with similar interests would
too.)

Whether you do or don't “solve the problem’™ yourself, the next step is to
get input from others. Talk with people who are themselves interested in
this area/item, and ask them the same questions — what do they like about
it, what would they change about it, and what would they like to see that
isn't even being done now?

Compare their perspectives to your own. Do you agree, or not?

Find more people to ask. Repeat the same process as many times as you
wish. If you contfinue to get the same feedback about a problem, then you
have identified a need. Now all that remains is the solution. Sometimes, that

can be the easy part.

After doing this exercise, you will see some patterns emerge, particularly with re-
spect to the type of improvements that people would like to see. These improve-
ments will generally fall into one of several broad categories:
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1. Little or no change from the original (it's great the way it is; hard to im-
prove)

2. Substantial change, but the modification does not alter the essential char-
acter of the original

3. The solution cannot be adapted to the original; it represents something
entirely new

Once you have a solution set in mind, its eventual success or failure will be largely
determined by whether or not you select the appropriate market, i.e. who will buy
that product or service.

So, how do you select your markete Before answering that, | need to explain that
there are two distinct stages to this process:

» identify the broad market environment appropriate for your
product or service, and

» locating the buyers within that market.

Most entrepreneurs immediately jump to Stage 2. Not only do they not do Stage
1, most don’t even know about it, let alone understand it. And yet, by not incor-
porating this information into their strategic business planning, they run the risk
of mis-identifying their buyers and this can have significant impact on their profit
potential, as you will see below.

Now, identifying the broad market environment is relatively simple. Remember
the 3 categories of product improvements: little change, substantial change and
completely differente The degree of innovation inherent in a product largely self-
defines it's initial point of entry into one of 3 broad market environments, which |
call the PCH system of market definition.
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PCH stands for Primal, Competitive and Hybrid. Every

product and every service from every conceivable Every product
business opportunity, will fall info one of these 3 cat-  and service from
egories and their respective sub-categories. Once €Very conceivable
you understand the differences between them, and business

grasp the unique characteristics of each type, you opportunity will fall
can then utilize many different marketing techniques into one of f!"ese
to effectively direct your sales efforts and your mar- 3 categories
keting expenditures to locate buyers.

There is one other key point to bear in mind as you learn about these markets.
Even though a product, by its self-definition, initially falls into one particular cat-
egory, it will not necessarily always stay in that category, and if it changes, mar-
keting campaigns have to change accordingly.

Once you have a solid understanding of the characteristics that define the prod-
ucts that belong in each market type, it is very possible to revisit your initial product
idea and change it so that it can fit into a different segment of the PCH market
and therefore be subject to different marketing parameters.

Very broadly speaking, the 3 categories of markets are:

Primal Market

A Primal market constitutes a group of customers who have a problem, a need
or a desire that is currently not addressed commercially. A market remains
Primal until more than one supplier provides a solution for that new customer

group.

In this case, Primal means initial or new. Primal markets represent opportunities
where you have the greatest potential to dominate a market and thereby
realize the greatest profitability. The essential characteristics of Primal markets
are the least known and the least understood in the business community (by
whatever name they may be called), with virtually no information available on
how to establish one (except in a few places, like this ebook).
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Competitive Market

A market that has two or more competitors vying for the same customer’s
business is a Competitive market. Competitive markets and their characteris-
tics are well understood and well documented throughout the business world.
Consequently, | won't spend much time talking about this kind of market.

Hybrid Market

A Hybrid market results from a combination of Primal and Competitive market
characteristics, yet does not fall neatly into either category. Further, Hybrid
markets can be subdivided into 2 sub-categories: Hybrid-Primal and Hybrid-
Competitive, based on the predominant characteristics of that particular Hy-
brid market. Hybrid-Primal markets have the potential to produce the same or
very similar beneficial results found in Primal markets, whereas Hybrid-Compet-
itive behave more like pure Competitive markets.

PRIMAL HYBRID COMPETITIVE

Figure 1. PCH Markets

The Primal Market

The coveted goal of most venture capitalists, investors and inventors is to find
that next new, ground-breaking big “thing” that establishes a whole new industry
around a brand new product concept. In other words, they are looking for a Pri-
mal Market. This concept represents the archetype of the idea of entrepreneur-
ship.
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The most financially successful entrepreneurial efforts have been brand-new en-
terprises built on brand-new markets, spectacularly illustrating the admonition,
“Find a need and fill it". And yet, as a concept, the Primal market is rarely under-
stood by those with MBAs and other professional business persons.

As | said above, a Primal market is a fundamentally
new market, with a customer base that has a problem

or a need (whether realized or not), and no known so- The rn,OSf
lution today. The key concept here is that there are no ﬁnanc:ally
existing companies serving that potential market, at SUCCGSSfUl.
least until that market has established itself. entrepreneurial

efforts have
A Primal market represents a customer base built been brand-
around a new product and/or service that previously  New enterprises
has not been available in any form to that customer  built on brand-
base. It constitutes the foundation for a new business, new markets
whether that new business is built as a stand alone new
venture, oris inside another pre-existing business.

A Primal market is sometimes referred to as a disruptive or emerging market.!

Akio Morita

| know of no one who has launched more industry defining Primal markets than
Akio Morita. Most of you have probably never heard of Mr. Morita, but I'm sure
you know a number of his famous products, and his even more famous and enor-
mously respected company.

1 1 would like to give credit to Harvard business professor Dr. Clayton Christensen, who's books, “The In-
novator’s Dilemma: When New Technologies Cause Great Firms to Fail” (now entitled “The Innovator’s
Dilemma: The Revolutionary Book that Will Change the Way You Do Business”) and “The Innovator’s Solu-
tion: Creating and Sustaining Successful Growth”, inspired me to develop my version of these concepts

(available at hitp://novaquestventures.com/books/christensen.html). | highly recommend you read them.

The terms “disruptive”, “emerging”, and “sustaining” are taken from Professor. Christensen’s books. Profes-
sor Christensen is considered one of the foremost authorities in our country on the topic of new venture
creation, especially is mature companies. http://drfd.hbs.edu/fit/public /facultyinfo.do?facinfo=ovr&facEml
d=cchristensen@hbs.edu
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As a newly formed and tiny company, it released its first product in 1955. It was
the portable transistor radio, and | am old enough to remember it, as well as how
excited | was to get one, as were all of my friends. Mr. Morita’s then tiny company
is now the giant Sony Corporation.

Mr. Morita and his co-founder chief technology partner, Masaru lbuka, the engi-
neering and product-design force behind Sony’s inventions, along with four other
close associates, were subsequently responsible for creating 12 industry defining
Primal markets between 1955 and 1981.

In addition to the transistor radio, those Primal mar-
kets included the first solid state portable TV (1959),
the video cassette player, portable video recorders,
a portable cassette tape player called the Walkman
(1979). and 3.5 inch floppy drives (1981). Every Primall
market established by Sony during that fime was di-
rectly decided upon by Mr. Morita and his five close
teammates.

Mr. Morita and
his team were
enormously
succesful at
discovering new
Primal markets
After 1981, Mr. Morita began o withdraw from active ~ because of their
management of the company. Sony replaced him methodology

with a team of MBA trained marketing people. For at
least the next 18 years, Sony did not launch even one
new Primal market.

Mr. Morita and his team were enormously successful at discovering new Primal
markets because of their methodology. They used observation and questioning
(and probably a healthy amount of infuition) to determine what people were try-
ing to do, but couldn’t.

They developed a hypothesis of what might address the problems those prospec-
tive customers were having. They then designed a quick, simple and flexible trial
solution and took it to them for feedback. With that feedback, they refined the
concept some more, until they got it to the point where the prospective custom-
ers responded positively.

S0, YOU WANT TO BE AN ENTREPRENEUR?

www.NovaQuestVentures.com



http://www.NovaQuestVentures.org
http://www.NovaQuestVentures.org

—
-alll $0,YOU WANT T0 BE AN
“ENTREPRENEUR?

Mr. Morita’s success supports the idea that truly new markets can only be dis-
covered through a trial and error method. This process has been given a name.
It is called “Discovery Driven Planning” and it was first coined in a Harvard Busi-
ness Review article, July-August 1995, entitled “Discovery-Driven Planning” by Rita
Gunther McGrath and lan C. MacMillan. That article is available at http://www.
hbsp.harvard.edu. McGrath and MacMillan spell out the step-by-step methodology
necessary to uncover these markets. Morita and his feam were masters at it.

Applying Morita’s concepts as an entrepreneur

The approach that Morita’s team used to develop such new markets is radically
different than the approach used for a defined market. The skill sets needed to
pursue established markets are well represented by the MBA team that replaced
Mr. Morita. However, fundamentally new markets require a more mercurial and
entrepreneurial mindset, one that takes an adaptive approach to developing
new markets.

Interestingly, if you examine the life of an entrepreneur who succeeds in estab-
lishing a Primal market, they invariably will follow much the same process that Mr.
Morita and his team did. However, in my experience, most successful entrepre-
neurs go through that process more as a matter of survival and persistence, and
not necessarily because they know and understand that this is how the process
should work.

Most entrepreneurs first come up with an idea for a radically new product or
concept because they themselves determine that the world currently does not
provide them with a solution to something they have a problem with, or want or
need. | am sure you have heard the expression, “Necessity is the mother of inven-
tion”. Basically, this means that a need triggers a creation.

If the entrepreneur decides to make a business out of that solution, the solution
will then be packaged for others, and tried to be sold. It is not uncommon, how-
ever, for those first customers to give the entrepreneur some sort of negative feed-
back about why the new product doesn’'t do it for them. What happens next is
the key.
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Entrepreneurs, if determined and persistent, will take that information, modify the
offering and try to sell it again. If they get negative feedback again, they will
modify the solution further, until...... it works and the customer buys!!

For example: they may initially offer the product in blue and the customer says
“That’s great, but | would really prefer it in green.” The entrepreneur changes the
color and goes back, and the customer says “That’s great, but you have made it
a foot square and | would prefer it 6 inches square.” The entrepreneur changes it
again, and once again approaches the prospective customers.

In time, with enough persistence and staying power, the successful entrepreneur
hits on a winning combination, and a Primal market is born. Do you see the itera-
tive feedback loop in this processe By the way, this entire process can also be
called “discovery”. Entrepreneurs that go through this type of discovery process
do it because they refuse to give up and have a driving desire to succeed, and
not because they understand that this is an inherent requirement of new market
creation.

However, once this market does get established, a new set of rules takes over,
and the way this market needs to be managed thereafter changes radically from
the discovery phase. Once there is a defined market, it is best managed by using
the tools and skills taught in the MBA programs. As a result, at this point many en-
trepreneurs often hand over the reins to professional managers because what the
business now needs is quite different than what they like to do and are good at.

The only constraints to establishing a Primal market are .

your own imagination, persistence, and having suffi- W’th enough
cient resources available to carry out your mission. To pers:§tence and
come up with a prospective new product or service,  staying power,
first follow the guidelines for uncovering opportunities the successful
that were given earlier in this chapter. Next, go out and enfrepreneur
test it on your prospective customer base. Listen care-  hits on a winning
fully to their feedback and apply it to your prototype combination,
product or service. Continue to hone and refine it until and a Primal

it gefs to the point where your customers are willing to market is born
buy what you have to offer.
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The Competitive Market

In my definition, a Competitive market is one in which there is already an existing
customer base that is currently being served with a product or service solution by
two or more suppliers, whether or not that solution is satisfactory to the customers
who acquire it. In a purely Competitive market, a potential customer usually buys
that product or service from just one company at a time. (Example - | only use
one razor to shave with every day, and | get that from one supplier. | may switch
some day, but then | would only use that new supplier.)

A Competitive market is sometimes called a “Sustaining” market. Companies
wishing to sellinfo a Competitive market must vie for the customer’s attention and
willingness to buy from them. Their challenge is to stand out from the competition.
This reminds me of those nature shows in which males of various species put on a
“show” for the females in order to stand out and be selected as the prospective
mate. Competitive markets have a similar flavor to them.

Any newcomer wishing to serve that market must take customers away from exist-
ing suppliers and/or grow the market by finding new customers. However, as you
might imagine, existing suppliers would not like a newcomer taking their clients
and thus you could expect a substantial push back from them. Keep that in mind
if you decide to pursue a purely Competitive market.

To attract buyers in a Competitive market, a business needs to provide something
that improves on an existing product or service. An improved product or service
would be either a better, faster or cheaper version of the original, one that main-
tains all the features and/or benefits that the existing suppliers provide their cus-
tomers, plus has some improvement that prospective customer will value over the
original.

So, for you to get your share of that market, everything about your product or ser-
vice must be as good as your competitor’s, and then better than the competition
in af least one dimension.

The kind of improvement required will vary as the market matures. In its earlier
days, improvements to features and benefits tend to be emphasized; in the later
stages of a market, price tends to be the final arbiter. The stages of market growth
and evolution are well documented in the business literature, and | won't explore
that any further here.
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If you are considering pursuing a Competitive
market, bear in mind that one certainly can
build a successful company by serving Com-
petitive markets, and many do. However, one o
rarely builds the dominant company in a Com- your compehfor S,

petitive market, if they were not the company and then better than

that launched that particular market in the first the Compef!f’on in at
place. least one dimension

Everything about your
product or service
must be as good as

The Hybrid Market

Hybrid markets do not have a singular character. On one end of their range, they
resemble a Primal market and on the other end, a Competitive market. Hybrid
markets that more closely resemble Primal markets have the potential to pro-
duce the same or very similar beneficial results as Primal markets. In my opinion,
products that fit this type of market should be highly sought after by the startup
entrepreneur.

So, what type of markets might be classified as Hybrid markets? Many types can.
Think about the following products and services.

Books

Music

Art

Clothing

Food (restaurants and grocery stores)

Various electronic devices (TV's and accessories, stereos, radios, etc.)

Furniture

vVvy vy vy vV vy yy

Professional services, such as lawyers, doctors, accountants, and
consultants of all types

Etc.

\4
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If you think about the items on this list, what you will realize is that we as consum-
ers tend to buy more than one of them (and in some cases a large quantity and
variety of them) on an ongoing and frequent basis, and from multiple suppliers,
sometimes simultaneously.

For example, you can purchase 2 books at the same time, on the same topic, but
from two different authors/publishers. Or you can buy two pairs of pants, or 3 CDs
by different artists on different labels, and on and on. In a hybrid market, brand
loyalty and market prominence do not matter nearly as much as other consider-
ations when customers make a buying decision.

So clearly these types of products and businesses in our list do not fall into the
pure Competitive market category. It should be equally obvious that such items
are not Primal market products either, as the market for them already exists and is
subject to multiple potential competitors.

What you do find, however, is that some of them come very close to the Com-
petitive market category (electronic devices for example), while others come
very close to the Primal market category (art for example).

The question then becomes, “Where does a specific type of business fit within the
spectrum of the Hybrid marketplace?2” There is no one easy answer, as each busi-
ness is different.

However, by understanding the parameters that push a business from one side
of the hybrid spectrum to the other, it is possible to 1) identify where your business
concept’'s market lies, and 2) to change your concept if you would rather it ap-
peal to a different sector of the market.

The key to categorization is often the degree to which a product stands out as
unigue and different from the others serving the same client base. This is espe-
cially true for “creative” products like music, books and art. The more unique a
product is the more it stands out and the more it shifts towards the Primal market
side of the equation. The more a product shifts towards the Primal side, the higher
the price that product can usually command, and the greater the likelihood that
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the business will be more profitable than its competitors, if there are any.

Conversely, the more a product or service resembles others in its same category,
the more it will reflect purely Competitive market characteristics. In a purely Com-
petitive market, a lower price is often what makes the difference when the cus-
tomer selects which product to buy. When price is the final arbiter, the supplier’s
profit margins are usually squeezed, and less profit is realized by everybody in the
supply chain.

If you will recall, earlier in this chapter | suggested
you evaluate something that you have a passion
for or interest in. Hopefully, you did the exercise
and came up with a potential new product or ser-
vice.

When price is the
final arbiter, the
supplier’s profit

margins are usually
squeezed, and less

If your new idea concerns a product or service PrOﬁf is realized
that already has some commercial solution avail- by everybody in
able, it would not be defined as the foundation the supply chain

for a Primal market. Rather, it would most likely be-

long in a Hybrid market. To the extent your desired

solution is substantially different from current solutions, it will probably fall on the
Hybrid-Primal end of the potential market spectrum.

The fewer the changes or the smaller and more incremental they are, the more
your solution would be shift to the Competitive and/or Hybrid-Competitive end of
the market spectrum.

On the other hand, if you did an evaluation and identified a problem but couldn’t
come up with any existing solution to it, you have the ingredients of what could
very well be a Primal market. By uncovering such a need, desire or problem, and
identifying potential customers who would like it addressed, you may have the
basis for a new business. Congratulations.
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Your USP

When working in a Hybrid market, it is greatly to your advantage to establish what
marketing experts call a “USP”, or Unique Selling Proposition for a product (also
called unigue selling point or position). The idea of the USP is to create either a
real or a perceived difference between your product and others in the same
market space.

If the USP is genuine and significant, then the product or service's PCH position
shifts towards the Primal market side. If the USP is more of a marketing ploy than a
real difference, then the product shifts towards the Competitive side of the scale.
Having a USP is a necessity in a Hybrid market. It will directly impact the price and
profitability of your product or service.

When dealing with a Primal market, you will be the sole source of the product, so
the need for a USP is redundant. The business is its own USP. Once a competitor
enters your market, then the need for a USP becomes greater.

On the other end of the spectrum, it is not possible to have a USP when dealing in
a purely Competitive market. If a USP is present, then the market is not Competi-
tive, but Hybrid-Competitive.

Franchises

Franchises represent a special category of business. Is it a Primal concept? Com-
petitive?e Hybride Where does it fit in the PCH equation? First, I'll talk a bit about
franchising, and then I'll give you the answer.

A franchise, if properly established, is a special legal structure here in the United
States, and the same in many other governmental jurisdictions. To legally sell a
franchise, a Franchisor (the main company selling franchises to Franchisees — the
buyers) must obtain permission to do so from governmental entities, in a fashion
similar to that required to take a company public.

Theoretically, a Franchisor develops a “successful” business model in a partficular
market and, once they have developed that model, they allow others to use it in
their business.
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To do so, a Franchisor enters into a legal arrangement with a Franchisee, in which
the Franchisor usually:

1. trains the Franchisee in the basics of the Franchisor’s business model, and

2. allows the Franchisee to use the franchise’s name and brand identity (think
McDonalds), and

3. provides the Franchisee with supplies, branded products and other materi-
als, and

4. defines a restricted territory in which the Franchisee is allowed to conduct
their Franchise business.

In exchange, the Franchisee usually pays the Franchisor an up front fee to buy the
franchise. The Franchisee also usually pays an ongoing fee, commonly a percent-
age of the income from the franchise operations, coupled with various other fees,
and commits to follow the rules required of all Franchisees.

A well developed franchise business model, and a well run franchise organization,
can provide a prospective Franchisee entrepreneur with a framework for a very
low risk business. In fact, of all the various business models that have been devel-
oped over the years, franchising is probably the most successful of them all.

If a prospective Franchisee carefully selects a good franchise company, there is
a very good chance their business will succeed. Few other opportunities equal a
franchise’s level of success probability. However, to achieve that success, exer-
cise care when selecting the franchise opportunity.

A good franchise company will usually help the Franchisee to evaluate whether
their chosen geographical location will support the business. A good franchise
company will restrict other Franchisees (of that particular franchise company)
from encroaching into that territory. They will handhold the entrepreneur through
the startup phase and after that, provide ongoing high level business support,
ensuring the contfinued success of the Franchisee for the benefit of both the Fran-
chisee and the parent company.
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The world of franchising runs the gamut, from well established organizations with
world wide presence, to small franchises with virtually no track record and few
locations. The larger, more established franchises usually require very large fees to
become a Franchisee (often a quarter of a million dollars or more), but they usu-
ally provide sufficient value to the Franchisee to justify the high fees.

Smaller, less established franchises usually charge sub-
stantially less than the big firms, but they may or may
not provide the level of support and value needed by  Of all the various
the Franchisee. You often get what you pay for and Usiness models

the large companies usually earn their fees. that have been
developed
However, and this is a very big however, there are  over the years,

some large franchise companies who do not provide franchising is
much value and, in fact, tend to take advantage of probably the
their Franchisees. Just because they are large doesnot  most successful
mean they are supportive. Conversely, many smaller of the them all
franchises provide their Franchisees with fantastic sup-

port. There are no universals here.

If you are contemplating a franchise opportunity, the very best thing you can do
is contact multiple existing Franchisees (both relatively recent ones, and some
who have been with the Franchisor for years) and ask about their experiences
with the parent company. Make sure you ask for their bad experiences, as well as
for the good ones.

Check out smaller franchise opportunities, as well as larger ones. There are some
absolute gems out there in the way of smaller franchises, and just because they
are small doesn’t mean that you won't get a quality opportunity. Just be sure to
talk with other Franchisees first.

Now, does buying a franchise represent a Primal, Competitive or a Hybrid mar-
ket? It should be self evident that it cannot be a Primal market. It may have been
Primal when the business model was first developed, but not by the time it be-
came a franchise concept.
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If the Franchisor is ethical and restricts others from entering into your territory, you
would not have direct competition from another Franchisee within your particular
franchise organization (example: a McDonalds competing against another Mc-
Donalds). As a result, you wouldn't call it a pure Competitive market. However,
that relates to the nature of the franchise’s business and whether there are other
stand alone businesses, or other franchise companies, competing in the same
area (in the example above, a Burger King or a Wendy's would represent compe-
tition). If this is the case, it might well be a Competitive market business.

The likelihood is that it falls somewhere along the Hybrid continuum. If you care-
fully chose the right franchise opportunity, it may well be positioned on the Hybrid-
Primal side of the scale. In such a case, you should see higher profitability and
lower competition, coupled with a higher probability of success (as represented
by the franchise business model in general).

A franchise could be a wise choice... if you have the money to invest and you
choose the right one for you..

If you want to know more about franchises, please go to hitp://novaquestven-
tures/books/franchises for more information.
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CHAPTER 7- OTHER CONSIDERATIONS

In addition to deciding the type of market to pursue, there are several other issues
to consider before any business is launched. If you are an existing entrepreneur,
and have already launched one (or more) businesses, consider re-evaluating
them in the light these concepfs.

The issues are organized into three broad categories: Personal, Business, and Tools/
Legal. Because some of the issues could easily fit info more than one category,
the lists are somewhat arbitrary. What is important is the issue, not the category.

You can make the smartest business decisions in the
world, and execute perfectly on the plans you make.
But if what you accomplish doesn’'t match your per-
sonality and your personal aspirations, then you may
not like what you get when you arrive at the proverbial
finish line.

Before starting
out, give a lot
of thought to

what the result

Many a business person has rushed into an enterprise  Of all your efforts

without considering personal issues, yours truly included should be

(along with others | know). | have learned the value of

asking questions and addressing issues before diving

into a new enterprise, so that | don't have look back

later and ask the question, “Why did | do that2”

A fundamental step in planning any new business is to determine your goals be-
fore taking action, your personal goals and your business goals. Most people don't
question the need to have some form of a business “plan”, yet seem surprised
when told that this should also include their own goals and aspirations. Before
starting out, give a lot of thought to what the result of all your efforts should be,
not only for the business, but as it applies to you and your family. Create a “mission
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statement?” for yourself before you ever create one for your business, and then
have that intention guide your thinking as you plan your business.

Here are some examples of personal goal statements:

1. Iwant to build a business that | can retire from, that will continue to provide
me and my family income for the rest of our lives, and that | can pass on
to my kids.

2. I want to keep my current employment and, at the same time, | want to
build a business that will earn me a little extra cash that | can use to (fillin
the blank ), or (at the other end of the spectrum).

3. Iwant to build a business that will launch a whole new industry, and | want
my company to be recognized as the leading company in that industry.

4. | want to build a company that | can sell to someone else in (fill in a #)
years, and that will give me enough money to retire on.

5. I'want to build a company that will grow big enough to become a public
corporation.

6. | work for an existing company, and | want to help it expand into a new
Primal markets. | want to be the project leader for that new business and
be recognized for my creativity, initiative and skills.

Anything can work, as long as it represents what you really want to accomplish.
And | encourage you to engage your loved ones in this process. Remember, your
actions affect those around you. Getting input and agreement from your “silent
partners” is very important.

2 A mission statement is a very short and clear description of the purpose of a business, or other activity. It is
generally written at the beginning of the planning process. It should capture the heart and soul, the raison
d’efre, of the enterprise. Personal mission statements serve as reminders of where you are trying to go and
why.

3 An upcoming publication will deal specifically with how to launch and manage new Primal and Hylbrid/
Primal venture creation within an existing, mature company.
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The best way to arrive at a personal mission statement is to make a list of the issues
that are important to you. Some questions you might ask are:

>

>

How long do | want to do this businesse
How big do | want it to get?e

Do Ijust like to start things and then hand them over to others, or am | inter-
ested in staying with this business for the long haule

How long am | willing to wait before achieving successe

What about this business is important to me, and why does it interest me?
Why do | want to do this one and not that one?

What other results do | want out of this effort (learn a new skill, achieve rec-
ognition in my community or the world at large, become wealthy, make a
mark on the world, etc.)2

How much time am | wiling to dedicate to this (day/week), and will that
take away time from the family? If it does, is that something the family is will-
ing to supporte

How much money do | want to make with thisg (There are actually two
categories of money questions: your personal money goals, and then the
practical financial considerations of building a business for yourself, which
ties in with “Business Issues”, covered next.)

Discuss these and other issues. Write down your evaluations, then condense all
the answers into one or two sentences. You now have a rough mission statement.
Tweak the wording until you are satisfied with what it says, then put somewhere
you where you can always see it.

Plans and decisions should never be acted on without first making sure they sup-
port your personal (and your business) mission statements. If they don’t, your ac-
tions are likely to take you further from your goal, not closer to it.
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It is surprising how many entrepreneurs get started without doing these simple
things. Why don’t they? | think it's because it's so easy to get head and guts
caught up in the excitement of a new business concept, like a child with a new
toy, that we forget to stand back and look at the big picture.

For me, it is my wonderful wife who helps me to do that.

Once you know what you wish to achieve with any entrepreneurial effort, there
are 6 basic business parameters that should be strategically evaluated before
tactical planning steps are made. These are:

1.Money

2.Industry Knowledge
3. Barriers to Entry

4. Competition

5. Skill Sets

6.Scope of Market
Money

Probably the most essential consideration when planning a business is to deter-
mine how much time and money it will take to 1) launch the business, and 2) get
it to the point of being profitable.

When there is more money flowing into the business than flowing out, the business
becomes “cash flow positive”. This is the point at which it can become self sustain-
ing and start earning you some money. Every entrepreneur would like to know in
advance when that would be....and | have to tell you that there is no guaranteed
way to predict this, even though you need to try.

S0, YOU WANT TO BE AN ENTREPRENEUR?

www.NovaQuestVentures.com



http://www.NovaQuestVentures.org
http://www.NovaQuestVentures.org

—
sll. S0, YOU WA

INT TO BE AN

“ENTREPRENEUR?

However, it is fairly easy to determine beforehand the amount of money needed
to get to the launch point, if you have a defined product or service and a market
that you know will buy it.* Here are some general guidelines to use:

» Make a list of as many facets and components of the finished product or ser-
vice as you can imagine.

» Assign a price to each and every tangible piece.

» List out all the people who will be a part of launching the business. Write down
their skills, contributions, and fime commitments.

o Some people will provide paid for services; others won't. You may be
able to barter some of your services for theirs. Assign a cost to each paid
for service, and a value to each contributed skill. Make sure to include
yourself, and the cost of your time, in this list.

e Add up the numbers. This is the hard cost.

Multiply the hard cost by 3. In my experience, it seems to

always takes two to three fimes as much money to get  From the time
fo the goal as was first estimated, and therefore thisisthe  you starf, how
realistic cost for you to project. There will always be things long will it be
that you won't think of beforehand, or cannot anticipate, before you
and they will fake money. If you are more skilled at this  expect to get
than most, and can actually achieve your goals with less your first sale?
dollars, congratulations! Save that money because you

will always find a use for it.

Once the realistic hard costs of launching the new business are quantified, the
next number to determine is not a dollar amount, but an amount of time. You
need to predict, as closely as possible, the product or service's “time to market.”
From the time you start, how long will it be before you expect to get your first sale?
Because between day #1 and the day of the first sale, money flows only in one
direction - OUT!

4 If you are dealing with a truly Primal market concept, then such a prediction is more difficult to make and
you are advised to follow the guidelines covered in Chapter 8 in discovering a Primal market.
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Put a dollar figure on that antficipated time to market. Add that amount to the
realistic hard costs. Remember, this figure should include your time and the what-
ever is needed to sustain you and your family.

The total of these two amounts represent the minimum you will have to spend to
get your company launched. These figures also

assume that you will make your first sale on your If you do this

first day in business,, and that subsequent sales exercise carefully,
will generate enough profit to cover your current  YOU will get a rough
expenses. However, normally a business doesn’t idea of the minimum
generate sufficient profit the very first day they total amount of
begin selling their product or service. Therefore, money you need to
more time has to elapse before the sales volume have available for
grows to the point where it can cover current ~ YOUr compdany f?
expenses (to reach monthly breakeven, or cash succeed and survive
flow positive).

To determine roughly how much more might be needed to get to the point of
being cash flow positive, you need to do a little math.

To your total estimated launch amount, add an estimate of anficipated total
monthly operating and overhead expenses (like rent, utilities, etc.) for the number
of months that you think it will take for your sales volume to generate sufficient
profit to cover all your current expenses. Divide this amount by the amount of
gross profit (sales price less cost of goods) you expect to make per sale. This will tell
you how many sales you would have to make in that time period to break even.

If the amount of sales needed is not realistic for the time period, assume you will
be carrying the business longer. Play with the numbers until you find a point where
a realistic breakeven occurs.

If you do this exercise carefully, you will get a rough idea of the minimum total
amount of money you need to have available for your company to succeed and
survive. This is the amount of money that you have to “invest” in the company
(whether as capital, loans, etc.).
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By the way, even though getting “cash flow positive” means that you no longer
have to put money into the company to sustain it, it does not mean that you have
recovered your initial investment. That milestone usually happens further down-
stream, when the total amount of money taken out of the business represents the
amount that was put into the business in the first place.

This point is identified by various names, but you can think of it as a “cumulative
break even” point. There are accounting and tax issues here that should be taken
up with your accountant and tax advisor.

Anyway, once you have a realistic idea of the amount of money needed to start
the new business, some very pointed questions need to be asked and answered
before moving forward. Whatever the answers are, all partners in the enterprise
need to agree on them. Some example questions are:

» How much money do we have? If that amount is equal to or less than the
total amount we think is needed, are we willing to invest all of it in the busi-
ness? If we have more than we expect to need, are we willing to invest the
full amount ourselvese

» If we don't have enough up front, where do we plan to get the rest of ite
» How will we meet our monthly living expenses while building this business?

» How long can we afford to do thise

Be aware that the pressures on you can increase substantially if you do not have
an outside or supplemental income while working to launch and build a startup. It
also makes it harder on the new business if it has to fully support you out the gate.
| have seen numerous entrepreneurial couples break up as a result of the stresses
created by this environment.

If you are single and willing to take that risk, have at it. Enjoy it. It can be a very
exciting time. But if you are married or in a committed relationship, you will find
that having no income can be extremely hard on your partner. You, at least, are
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being distracted by the demands of the new business. Your partner is more likely
to be distracted by a pile of bills.

If you are in a committed relationship and it is your first entrepreneurial effort, seri-
ously think about choosing a business that will allow you to develop it while you
are still getting a paycheck. This gives everyone a safety net, while you learn to
be an entrepreneur and discover if your new business idea can be successful.
It could mean putting in far more work hours than most people do but, keep in
mind, it is not an open ended commitment.

In fact, it is enormously satisfying to build a side business to the point where you
can quit and go into it full time. Telling your boss and co-workers goodbye, be-
cause you can afford to do so, is really sweet, believe me.

Skill Sets

Because most new businesses are begun on limited budgets, a very important
consideration is whether you have the skills fo do all the key functions that the
business needs in order to grow, both pre-launch and post-launch. Do you need
to bring in other teammates/partners to round out what you are not able to do
yourselfe

If you do need help from others, where will you find them? There are two broad
resource pools available to you: professional and personal.

1. Professional: Known co-workers, and unknown job seekers

2. Personal: Friends and family members

If you are considering approaching co-workers (past or present), select those with
whom you've had a good working relationship, and who can be responsible, ef-
fective and trustworthy. If those people are not available, ask them to refer others
that would have the type of experience that you can rely on.

It is very common for entrepreneurs to bring in family members as partners/team-
mates/employees. Family members offer many positives to a new business: team
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effort, psychic support, lower costs, trust, they are often available evenings and
weekends.

However, | would caution you about bringing in family members just because
they are family members. You want to build a business, and your business willneed
certain skill sets. If a family member has a skill your business needs, then this can
be a very fortuitous situation. When both of the family members/partners are in-
dividually valuable contributors to the business effort, it can be a very productive
and successful arrangement.

But when it comes to working with family, if it goes wrong,
it can go really wrong, and have disastrous results for
your new business. It is definitely a situation in which a
few prudent actions at the beginning can head off
problems later on.

If a family
member has
a skill your
business needs,
One of the key difficulties in working with family is that then this can be
the business relationship is almost universally initiated @ very fortuitous
on a very informal basis, with only verbal agreements situation

to spell out who does what. The key to making a family
business work is to treat it like a business, not a family.
And businesses run on agreements.

The most common reason given for not having written agreements between fam-
ily members can be summed up in the following statements, “Oh they're family,
so we don’'t need a formal agreement. Besides, | don’t want them to think | don’t
trust them by asking them to put everything in writing.”

WRONG. There is one overriding, good reason for putting things in writing, with @
family member or any one else: problem resolution. In the event of disagreements
downstream (and they are very likely to happen), there is a clearly defined way
to address a problem, a way that will not destroy the business or the family.

Many a family has fractured itself over business disagreements, and in some cas-
es, permanently. Having a clear upfront document will go a long way towards
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averting unhappy endings. The benefits here are well worth the small amount of
potential discomfort that might arise by putting the issues on the table in the first
place.

Industry Knowledge

Another issue to consider is the need for extensive knowledge of the chosen in-
dustry. In general, it is a good idea to have in-depth industry knowledge, whether
you acquire it through experience over time or by immersion learning. There are
many advantages to knowing the nuances of an industry, including a better un-
derstanding of its opportunities, pitfalls and competition, as well as the great val-
ue of leveraging your own skills, contacts and reputation to the benefit of a new
business.

However, you do not have to come from an industry to start a new business in
that industry. |, for one, have started multiple businesses in industries in which | had
No previous experience. But, | usually subject myself to a crash course in learning
about the industry early on in the process.

If you are considering branching out into a brand new arena, it will be in your best
interest to gain as much knowledge about the field as quickly as possible. Be-
fore diving into the new business, before committing yourself, do some research,
spend time on the Internet, go to the library, contact organizations that serve your
chosen industry. And talk with people from that industry. Share your plans with
them, solicit their opinions and value their input. Go into the new field with your
eyes wide open, not shut.

Barriers to Entry

A key issue to evaluate in the strategic planning phase of a business is whether or
not there are any “barriers to entry” for your new product or service. A barrier to
entry is any external condition or circumstance that would stand in the way of you
achieving your objectives. A few examples of this would be patents and other
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intellectual property protections, tfrade secrets, long development time and short
window of opportunity, and so on.

If you do not foresee any barriers to entry for your
business, consider how you could set your business up
to become a barrier to entry for others. What would
prevent others from entering into your niche and tak-
ing your customers away from you¢ The best way to
protect your business is by offering something unique
to the industry, something that your competitors will
find difficult to match. To the extent you protect your
unigueness, you will stand a much better chance of
surviving long enough to achieve profitability and to
withstand competitive efforts well into the future.

If you do not
foresee any barriers
to entry for your
business, consider
how you could set
your business up to
become a barrier
to entry for others

Competition

Are you considering going after a market that already has one or more dominant
players serving it? If so, two companion questions must be adequately answered,
or you risk failure before you even start.

1. Do you have a competitive edge that customers will find attractive, and
that competitors won't be able to match very quickly?

2. Do you have enough money and determination to survive a competitive
fight, assuming your competitors will try every way possible to drive you out

of business, including a price war?

Consider carefully those “joys” of competition.

Scope of Market

The final business issue | suggest you consider is the scope of your intended market.
Are your customers to be found locally, regionally, nationally or anywhere around
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the globe? How will you identify them?2 How will you reach them? Strategies for
reaching your infended buyers will vary depending on where they are physically
located, and the nature of your product/service.

Most means of marketing, other than the Internet, are significantly influenced by
how far your customers are located from you and how spread out they are, both
geographically and demographically. What kind of marketing do you envision for
your product? Marketing issues and, in particular, using the Internet as a market-
ing tool, will be explored in the next Section.

TOOLS AND LEGAL ISSUES

After basic business considerations, there are just two other broad categories you
need to assess in order to get a solid understanding of the main issues that will af-
fect your planning and get your new business effort off the ground: the types of
physical tools required to deliver your product or service, and some fundamental
legal issues.

Tools

A tool is any type of physical resource you will need for your business, either to
help you craft and deliver your product/service, or as part of the final product or
service itself, as used by your customer.

The following two examples illustrate the use of personal tools:

1. Assume you have a consulting business that uses the Internet to reach its
client base. To deliver your service, at the very least you will need to have
at least one computer that is used to access the Internet, and another
computer that will “host” your website and email. There are a variety of
software packages needed by each computer. You may own and/or rent
both the computer and the software. That doesn’t matter.

The key is you need to use them in order to carry out your business. In ad-
dition to computers and software, you will need a form of transportation
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(car, bicycle, motorcycle, truck) to get you

to and from your clients’ locations. All these The key is to
items are tools you personally use to con- ,'denﬁfy every tool
duct your business. that you will need
2. Assume you are a flooring contractor. You to Ca."y out your
install carpets, hardwood floors and lino- business, and

leum. To deliver your services, you need to  then plan for how

use a number of physical tools specifically  to acquire them,
designed to do such installations, as wellas  whether the tool

need a vehicle (truck) to transport you and exists today or not
the tools and the flooring materials, to the

job site.

When considering the physical resources for the new business, the key is to iden-
tify every tool that you will need to carry out your business, and then plan for how
to acquire them, whether the tool exists today or not.

Legal

| cannot stress enough how important it is to make sure you get the legal (and
tax) aspects of your business right. You would be amazed at the crazy little “legal”
things that have caused business failures. Many a small business has been effec-
tively shut down because the business owner failed to get, or ignored, a specific
permit, license or registration that a governmental agency required.

It is sadly the case that, when it comes to legal issues, business failure is usually the
result of overlooking something that seems trivial at the time (but isn’t) yet has far
reaching consequences, rather than being the result of some intentional legal
trespass. When it comes to legalissues, the proverbial “ounce of prevention being
worth more than a pound of cure”, is true.

Once you have decided on your business of choice, | highly recommend that you
take, at minimum, the following actions, to make sure you cover your bases.
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1. Contact your local Chamber of Commerce and set up a meeting with
someone there who can advise you on the local requirements for con-
ducting business in your area. Share your plans with them. Get their input
on what you will need to do. They also can be a good referral source to
others in your community who would be able to serve as your advisors
(tax, legal, accounting, banking, real estate, shipping).

2. Check with your city, county, state and federal offices to make sure that
you comply with all ordinances and laws regarding business licenses, per-
mits, workers compensation, sales taxes, handicap access, etc., if appli-
cable. Unlike the business community, bureaucrats at most governmen-
tal agencies don't care whether you stay in business or noft, just whether
you comply with their rules. The Chamber of Commerce, in contrast, is all
about promoting business in the local community and can be very helpful
to you. Ask them which agencies to contact.

3. lalso encourage you to find the nearest office of SCORE (Service Corps of
Retired Executives) and arrange to meet with one of their advisors. Again,
tell them your story and seek their input on anything they can think of
that you would need. SCORE is a good source for “business advice” be-
cause their volunteers are people who have had careers in business and
now serve as advisors to others who wish to be in business (like you). They
also represent a good resource for referrals to others within the community
who can lend a helping hand and/or be paid advisors to you. One note
of caution, however. Do not expect these folks to know much about the
Internet and the role it may play in your business.

4. Finally, you should set up professional relationships with tax, legal, account-
ing, banking, real estate and other business advisors within your local area.
Ask around for recommendations and don’'t simply take the first names
given to you. Get as many quality recommendations as you can, and
check references. A little care and atftention here can go a long way.
Bad advisors can sow the wrong seeds and have a ruinous impact on your
company. Good adpvisors can help keep you healthy. Your professional
relationships can be a source of strength for your business. Choose them

carefully, and let them help you.
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Marketing Your Business

In the previous section, we analyzed the 3 different kinds of markets
you will be selling into, and had you define your goals. By this poinf,
you should have an understanding of the type of market you want to
be in, who your prospective customers will be, what your product or
service will be, and the way your personal goals fit with your business
goals.

The one thing left to address is how to bring you and your customers
together. For those of you who have never owned a business, pay
particular attention to this section. While there are plenty of issues
that must be addressed as you plan how to move forward, none are
more important than marketing your business, and selling your prod-
ucts and services.

If you intend to pursue a for-profit® business, and | assume you do,
getting paid for your product or service should be the cornerstone
of your business. Marketing and sales generate income; they bring
money into the enterprise. If you don’t prioritize them, there is a very
good chance that, sooner or Iater, you will close up shop. It is esti-
mated that on the average, 80%+ of all start-ups fail within the first
two years. This section should be particularly useful in helping you to
avoid that fate.
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The first chapter in this section briefly explores strategic issues related
to marketing and sales. The second chapter focuses on the Internet.
The Internet represents probably the most significant marketing tool
your business can use, and yet very few businesses use it to their ad-
vantage.

And, if you aren’t already acquainted with the basic Internet market-
ing tools, the last chapter in this section provides a brief guide to the
ones that should prove the most useful to just about any business.

5 If your intention is not to *make a profit” for you and others as the owner(s), then that enterprise would
not normally be considered a “business”. It more likely would be considered a not-for-profit organization
serving some charitable, educational, scientific or religious objective. However, there are legitimate busi-
nesses wherein the owner(s) have some form of social, environmental or humanitarian goals that they are
striving for, and they use a for profit business to give them a vehicle to carry out those other kinds of objec-
fives. These businesses often donate some or all of their “profits” to other organizations in order to further
those goals. They are often referred to as social entrepreneurs, and this concept is getting far more popular
that you might imagine. Their businesses often have what is called a “double” or a “triple bottom line” ob-
jective. Double boftom line usually means financial and social objectives. Triple bottom line usually means
financial, social and environmental objectives. Single bottom line is financial only. Not-for-profit and social

entrepreneurial efforts will be the topic of some of my other ebooks.
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CHAPTER 8 - PLANNING TO MARKET YOUR BUSINESS

What is Marketing?

So just what is meant by marketing and sales¢ Many people mix and confuse
these two topics. If you are new to business, | wouldn't be surprised if you didn’t
know the difference either.

Let me give you the definition of marketing as put forth by the American Market-
ing Association (http://www.marketingpower.com/).

“Morke’ring is an organizational function and a set of processes for
creating, communicating and delivering value to customers and for
managing customer relationships in ways that benefit the organiza-
tion and its stakeholders.”

What¢2?2 Did you find that helpful? Quite frankly, | found it nearly as clear as mud!
Given my background, | do understand what they are trying to say. But | also think
they did the usual job that a large organization does when trying to explain some-
thing...it's accurate beyond recognition, and not said in the way that the aver-
age person might try to describe something. It reminds me of when | did some
work for Hewlett Packard. At that time (the late 1990s), there was a commonly
held inside joke that if HP had invented and sold Sushi, they would have branded
it “cold, dead fish"”! Accurate, but who would buy it2 Whew!

So let me take a whack at the definition. See if this makes a little more sense.

Marketing is the name given to all the things a company does to:

1. Decide which products and services to sell. To figure this out, the company
uses market research efforts, customer surveys, experimental product in-
troductions, and more.

2. Define what market to pursue, i.e., who are the customers that will buy
those goods and services defined in (q).
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3. Develop a strategy on how to get those prospective customers to buy the
company's goods and services.

4. Prepare the materials needed to promote those goods and services.

5. Arrange to advertise those goods and services through a variety of means
including TV, radio, yellow pages, newspapers, direct mail, websites and
various public relations efforts (PR)

6. Establish a system for actually selling the goods and services to those pro-
spective customers, either by using people to sell the products or using
things like catalogs and websites (where no sales person is involved), or
both.

N

. Insure that customers receive what they want, and provide whatever sup-
port is necessary to satisfy them, so that those customers will come back
and buy more of the company’s products in the future, if there are more

to sell.

Hopefully that is a little clearer description of what marketing is all about.

Sales is a subset of the total marketing effort of a compa-
ny. It represents the specific actions taken by a company
to directly induce a customer to buy whatever it is that the
company has to offer. A company cannot survive without
sales.

Sales can be
a high hurdle
for those who

| would imagine that most of you are reasonably comfort- have spent their

able with the ideas contained in the marketing steps (1) educational
— (7). and can imagine yourself doing them, with the pos- fime/careers
sible exception of (4) — doing personal sales. in a field other

than business
Sales can be a high hurdle for those who have spent their

educational time/careers in a field other than business.

S0, YOU WANT TO BE AN ENTREPRENEUR?

www.NovaQuestVentures.com



http://www.NovaQuestVentures.org
http://www.NovaQuestVentures.org

-alll $0,YOU WANT T0 BE AN
“ENTREPRENEUR?

Some examples would be computer programming,
graphic arts, videography and writing. In my experi-
ence, people from outside the business community
can be uncomfortable with certain aspects of busi-
ness, especially sales.

Treat a customer
as a good friend
who is looking

for a solution that
Sales, as a whole, often gets a “bum rap”. This is un- you can help
fortunate because without sales we would have no them to find
commerce, and without commerce our general way
of life would dramatically change.

That bad reputation comes because there is a certain type of salesperson that
sells by badgering the customer. To me, this violates the most fundamental rules of
ethical and professional sales. A good sales person focuses on solving a problem
for the customer and never, never, never, pressures them into buying.

A general rule of thumb is to treat a customer as a good friend who is looking for
a solution that you can help them to find. Customers like to buy, but they do not
like to be sold.

The difference between this type of salesperson and the stereotype is as different
as night and day. When you buy from a truly professional and ethical salesperson,
you should never feel like you are being sold, but rather that you are the one in
control and you are purchasing what you want.

Your customers should always feel that way. Help them to solve a problem, give
them good value (under promise and over deliver), take care of their needs and
they will return to you over and over again. You don't need professional sales
training if you concentrate on these simple objectives. However, getting profes-
sional training is a definite plus.

Sales is an absolute must for your business. If you are contemplating your first busi-
ness, honestly evaluate how you feel about doing sales yourself. Not all people
are cut out to be salespeople. If you determine that you, personally, are not com-
fortable in that role, there are decisions you need to make about how that vital
function is to be handled for your business.
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There are 2 very different broad approaches to generating sales: have it done
by people, or have it done by and through things created to do the selling for
people, such as websites, catalogs and direct mail.

If you opt for the personal approach and have your selling done by human be-
ings, these “sales people” can include:

1. Employees of the company. However, be very careful here if you are a
small business owner and you rely on one or two such salespeople to make
all the sales for your company. You would be betting the survival of your
company on their performance. It can be very difficult to find someone
who is as capable, reliable and dedicated to your business as you are.

An employee can be either full time or part time. Sales may be their entire
job, or a segment of their total job description. There are 4 ways to com-
pensate employees for sales made.

a. Salary only. The salesperson is paid a flat salary. The volume of sales
made has no impact on compensation.

b. Commission only. The salesperson is paid a percentage of the sale,
some time after the sale is made. Typical commission only compen-
sation would be between 5% — 10% of the gross sale. However, com-
missions can range substantially higher or lower, depending on the
nature of the product and the amount of profit margin the company
has to work with.

c. Salary plus a commission. The salesperson receives a guaranteed sal-
ary, plus a small commission on sales made. Typical commissions in
this situation range from 1% - 3% of the gross sale, but again can be
substantially higher and sometimes lower.

d. Draw. This form of compensation represents an advance on future
commissions. After the sale is made, the amount of the draw is de-
ducted from the commission. It represents a minimum that the sales-
person can expect to receive each pay period. In some programs
the draw is tracked cumulatively, and has to be fully paid back out of
the commissions earned, regardless of when they are earned. In other
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cases, the draw received in one pay period does not have to be paid
back if the commissions in that same pay period are not sufficient to
cover the draw. In essence, the next pay period begins a new cycle.

2.Contractors (including manufacturer's reps). Contractors usually work on
some form of performance based payment arrangement, but may also
receive some form of minimum payment.

3. Affiliate marketers. They generate commissioned sales using Internet mar-
keting techniques. They are compensated only after generating a sale.
Commissions average about 50% of the sale, but typically range from 30%
to 70%.

There are various other, more impersonal, ways to deal with sales and minimize
face to face interaction. If you do not want to personally deal with face to face
sales, then consider these alternatives.

1. Some business concepts allow you to do virtually everything “behind the
scenes”. A example of this might be some form of an Internet based busi-
ness, or any business that concentrates on using Internet marketing rather
than traditional marketing.

2. Team with others. Make sure at least one of the team is comfortable with
the idea of direct customer interface. Some possible teaming relationships
would be:

a. Formal partnerships, in which you and the other party are co-owners
in your business.

b. Employees whose job is to sell. See above.

c. Affiliate relationships. Please see the next chapters for an explanation
of this topic.

d. Joint Venture (JV) arrangements, where each party agrees to contrib-
ute something to the business. JVs can be formal or informal.

e. Consider participating, as a support person, in the special entrepre-
neurial opportunity described in Chapter 12.
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Remember, the goal of sales is to get a customer to purchase your goods and
services. But how do you find that customer in the first place? How do you bring
together a customer and your sales force¢ Traditional marketing has harnessed a
whole host of tools and techniques to help accomplish this.

Traditional Marketing Tools and Techniques

There is a considerable amount of business literature® out there that deals with his-
torically proven marketing tools and techniques. Consequently, there is no short-
age of firms devoted to helping businesses craft ad-

vertising and marketing programs. However, before

you take steps and commit to a potentially long, Not all marketing/
probably expensive and questionably effective pro- advertising methods
gram of tfraditional media advertising, think careful-  work equa"y well
ly about the different options available to you and  for every business
pursue only the ones that are likely to be effective

for your type of business.

Not all marketing/advertising methods work equally well for every business. If you
choose to work with a marketing consulting firm, make it your business to under-
stand the true cost of each type of promotion they suggest, and how and why
that form of advertising will be the most effective for helping you reach your po-
tential customers.

Make sure you find some way to frack the effectiveness of your promotional efforts.
This can be as simple as asking everyone who visits your store or office how they
learned about your business and what prompted them to come in that day.

| have seen many small businesses throw 10s to 100s of thousands of dollars at pro-
motional efforts without having a clue as to how effective they are, or aren't, in
procuring sales for the company. That is your profit going out the door. Make sure
it is effective, or don’t do it.

5 With respect to for more information about sales, sales training and marketing in general,

see http://novaquestventures.com/
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The remainder of this chapter will list out the tools of fraditional marketing, espe-
cially those used by small and medium sized businesses. It will focus on promo-
tional tools (advertising), and not address some of the other functions of market-
ing such as market research, branding, public relations, events organization, and
customer database management.

This list is not inclusive, but it does identify many of the most common ways to get
your name out there and encourage people to do business with you. These func-
tions will not be defined or explained, as what they do should be self evident from
the name. However, if a particular topic is unfamiliar, then a simple search on the
net, orin a library, should provide you with an explanation

The topics are listed in order of category.

Media Advertising

» Yellow Pages, and other telephone book ads
» Newspapers, including box ads, press releases and articles
» Radio

» Television, both short ads and infomercials

Mailers and other Paper Advertising

» Direct mail, including flyers, postcards, letters, greeting cards
» Coupons
» Inserts, in newspapers and other distributed publications

» Catalogs
Handouts as Advertising

» Brochures

» Business cards
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In-Store Advertising

» Give-away items, like cups, pens, calendars, key chains
» Contests

» Drawings

Social or Community Advertising

» Sponsoring charity events, organizations and activities

» Social networking, including joining Chambers of Commerce, and orgao-
nizations like Kiwanis, Lions Club, Elks, etc.

For your business to survive and thrive, you must some-
how promote it. Understanding the elements of mar-
keting and advertising will help you to make wise and Understanding

productive choices for your business. | would encourage the elements
you to read this good synopsis on marketing on Wikipe- of marketing
dia.org at: http://en.wikipedia.org/wiki/Marketing. and advertising

will help you
The next chapter addresses the Internet and how it is to make wise

changing many of the tfraditional ideas of marketing  gnd producﬁve
that have been around for decades. In my opinion, the choices for
most effective way to promote a business today, is by your business
combining fraditional marketing methods with the new

Internet marketing tools. The result can be fransforma-

tive for your business.
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CHAPTER 9 - INTERNET MARKETING (IM)

The Internet represents the most revolutionary marketing tool to come along since
the infroduction of commercial television. It has the potential to impact your busi-
ness far in excess of what can be achieved by any other marketing tool.

As a strategic tool, the Internet represents a single marketing mechanism that
acts as a conduit for two fundamentally different types of promotion, and in the
process, encompasses the job done by multiple forms of traditional marketing
(covered briefly in the preceding chapter), such that:

» The prospective customer comes looking for you. According to a recent
study reported by Reuters¢ 80% of the U.S. adult population now goes on-
line. A March 2005 press release from the Kelsey Group’states, “70% of U.S.
Households Now Use the Internet When Shopping Locally for Products and
Services”.¢ That means today, at least 70% of your current potential custom-
ers are looking for you first on the Internet, not in the phone book or in a
newspaper (the traditional forms of this type of promotion).

» You reach out to potential customers and existing customers. The Internet
allows you to do this on your time, on your terms, and virtually instanto-
neously. Traditional equivalents are direct mail and television advertising.

What you will find is that the Internet allows you to do both of these things at a
cost/benefit level that usually far exceeds any traditional methods.

6 "Poll finds nearly 80 percent of U.S. adults go online”, Reuters, November 5, 2007 http://www.reuters.com/

article/newsOne/idUSN05598284200711062sp=true

7 The Kelsey Group, http://www.kelseygroup.com/, founded in 1986, has studied, analyzed and reported
on Yellow Pages, electronic directories, local online commerce, enhanced directory assistance, operator-
assisted services, voice and wireless commerce and interactive newspapers.

8 "New Research by The Kelsey Group and ConStat Indicates 70% of U.S. Households Now Use the Internet

When Shopping Locally for Products and Services” www.kelseygroup.com/press/pr050322.asp Findings
also suggest the Internet is poised to surpass newspapers as a local shopping information resource, Press

release, March 22, 2005.

S0, YOU WANT TO BE AN ENTREPRENEUR?

www.NovaQuestVentures.com



http://www.NovaQuestVentures.org
http://www.NovaQuestVentures.org
http://www.reuters.com/article/newsOne/idUSN0559828420071106?sp=true
http://www.reuters.com/article/newsOne/idUSN0559828420071106?sp=true
http://www.kelseygroup.com/
http://www.kelseygroup.com/press/pr050322.asp

-alll $0,YOU WANT T0 BE AN
“ENTREPRENEUR?

In addition, using the Internet as a key piece of your marketing effort will allow you
to do things that are virtually impossible to do with traditional marketing methods
alone. Why?¢ Because the Internet has completely revolutionized the way a busi-
ness communicates with its customers.

When information flows, we call it communication. With traditional marketing,
business/customer communication flows largely one way, from the business to
the customer, and is therefore one-sided.

In Internet Marketing, communication (information) can

flow easily and immediately from the business to the In Internet

customer - from the customer to the business - or from Marketing,

customer to customer, and is either static or dynamic commuhnication

with regard to content and timing. (information)
can flow

This high degree of interactivity and flexibility opens up easily and

all kinds of opportunities for both creatively incentiviz- immediafely

ing customers to do business with you, as well as serving
your customer base after the inifial sale is made.

The following is a partial list of some of the things you can do for your business, if
you use the tools of Internet marketing. If the description is followed by an instruc-
tion to (see...), you will find additional information about this concept in Chapter
10, “Tools of Internet Marketing”.

1. Present your product catalog online. Allow your customers to self select
items, purchase them online and arrange for shipping, 24/7, all without a
salesperson having to be involved. In essence, the store never closes even
if nobody is there, the door is locked and the lights are off. (see Shopping
Cart)

2. Publish information and encourage people to post comments on your
published material. This allows you to give out information and receive
feedback from your customers, and others. (see Blogs)

3. Provide a way for your customers, and others, to interact directly, shar-
ing tips, suggestions, asking for help, answering questions, etc. This builds
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a community of users around your company'’s products or services. Over
time, they may well become your strongest and most credible promoters
and advocates. They can also save you and your company a great deal
of money when they help each other to solve problems. (see Forums)

. Gather information from customers and prospective customers. The more
information you have about your customers and those who are interested
in your product, the better you can serve them, and the more valuable
your customer database becomes. (see Online Surveys and Customer Da-
fabases) Use that information to:

a. Target them with special advertisements (sale today, discount cou-
pons, two for one specials, etc.), and

b. Improve your product and/or service, and
c. Design new products and/or services, etc.

. Have your customers, or others, sign up for newsletters, email sales promo-
tions, and other activities in which they voluntarily participate. The more
ongoing interaction you have with your customers, the more likely they
are to become “repeat customers”.

In traditional marketing, the cost of the first sale to a customer is always the
most expensive sale; subsequent sales to the same customer are easier
and less expensive, assuming they were reasonably happy with their first
purchase. (see Squeeze Pages, Sales Pages, Newsletters and Email Promo-
fions)

. Automatically send out personalized and customized (using their name
and other details unique to them) email messages, newsletters and other
communications to web site visitors who request to be put on your mailing
list. Messages can be pre-programmed, timed to go out at regular inter-
vals, and containing the specific content you want them to have. Repeti-
tive sales tasks are put on auto pilot, yet your customer will have the sense

that you have sent them the email personally.

It usually takes repeated contact with a customer before they buy for the
first time. Sending them automated, time delayed, personalized messages
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keeps the sales process moving, and greatly increases your chance of
making a sale. (see Autoresponders)

7. Build a virtual sales force. Enroll others to promote your products on their
websites and/or via their email, and pay them a commission only when
and if a sale is made. They are motivated to represent and recommend
your products. It costs them very little in time and/or money to send people
to you, making it a classic win-win for all parties. (see Affiliate Marketing)

8. Place another company’s ads on your website, and be paid each time
a specified action linked to the advertisement occurs ( a click-through to
see the ad, a purchase or a form submission, etc.).

This allows you to generate revenue beyond that realized from selling your
own goods and services. Signing up to be such an affiliate marketer is
very easy to do. Adding those items to your website and emails will cost
you virtually nothing, yet can greatly expand your ability to capitalize on
visitors coming to your own website. (see Google AdSense and Affiliate
Marketing)

9. Provide product training for your customers and others, 24 hours a day, 7
days a week. Develop your training program once, put it online, and your
ongoing costs for future customer training can be dramatically reduced.
(see Audio and Video Online; also Textual Information Online)

10.Run your advertising on demand. Imagine if you had a radio or a TV ad-
vertisement that only aired when your prospective customer turned on
that channel, or only when they were specifically looking for the product
and/or service you had to offer. A website with audio and/or video allows
you to do that — and for virtually zero cost after your initial production and

posting costs. (see Audio and Video Online)

And this is just the beginning. I'm sure you will agree that all of the above items
represent marketing concepts that bear little resemblance to traditional market-
ing methodologies. Yet they are highly effective and, as | said earlier, the cost/
benefit for putting in place these types of arrangements will be much better than
virtually anything else you might do with conventional marketing tools and tech-
niques.

S0, YOU WANT TO BE AN ENTREPRENEUR?

www.NovaQuestVentures.com



http://www.NovaQuestVentures.org
http://www.NovaQuestVentures.org

-alll $0,YOU WANT T0 BE AN
“ENTREPRENEUR?

One of the key reasons why Internet marketing tools are so cost effective is that
they are inexpensive to acquire and to use, This is not usually the case with con-
ventional marketing tools and techniques. With conventional marketing, for ex-
ample, you have to pay to print every piece of mail you send out, and pay the
postage to send them. With the Internet, if you send out a mailer to one person or
10,000 people, your costs are the same.

In conventional marketing, if you put an ad on TV, post production you usually
pay each time it is run. If you have a video “infomercial” on your website, it is pos-
sible fo have zero cost each and every time someone views it over the net.

As you can see, with Internet marketing it is the knowledge of what works and
how to make it work, and not money, that makes the difference.

Those entrepreneurs who comprehend the pos-

sibilities and take advantage of these types of  With Internet mqueﬁng

tools, will have a major competitive edge over it is the knowledge
those who do not use them. It is only a matter of what works and

of time before those who fail to incorporate In- how to make it work,
ternet Marketing into their marketing mix, find and not money, that

themselves replaced by those who do. makes the difference

The Role of the Wehsite

It is often said that the most important ingredient to the success of a “brick and
mortar” business is “location, location, location”. Convenient access, proximity
to customers and visibility to the general public, often make the difference be-
tween whether a business is successful, an also ran, or an outright failure. The chal-
lenge for every business is always finding ways to get potential customers, to walk
through the door.

Traditionally, large companies have had the edge over smaller companies when
it came to market presence and the ability fo attract customers. Many small com-
panies have had to close their doors because the big companies moved in to
their neighborhood.
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The Internet has changed this dynamic to a very large degree. For Internet based
businesses, or for those businesses that use Internet marketing, it doesn’t much
matter where the company is located, or how large or how small it is. The Internet
is the great equalizer. It does not favor the rich and the powerful, nor does it dis-
criminate against the small and the new. Your business can be in a back alley or
in a high rise building. It doesn’t matter. Every company has an equal chance to
be visible.

However, one thing hasn't changed. You still need to get people to walk through
the "door” and into your physical or virtual (online) store. With the Internet, your
store front is your web site, and your home page (the first page they see) is the
front door. If you are going to do Internet marketing, and | strongly recommend
that you do, you must do two things:

1. position your web presence so that your customers can find you, and

2. properly design your web site so that it becomes a productive sales tool
and not just some pretty graphics, pictures and text.

Doing these two things will be worth their weight in gold to your business.

What is a well crafted web presence, and what is not? The worst kind of web
presence is no presence. Putting up just about any kind of website, even a one
page site containing only location, hours, address and telephone number is an
improvement over no presence at all. However, there is a great distance be-
tween having the type of static website that is quite common, and having a well
crafted presence and program.

What is wrong with the average website and what should be different about
them to make them more effective2 The short answer is information. The number
one thing that people are looking for when they go on the Internet is information!
And free information at that!
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The appropriate adage for the Internet Marketing (IM) world is “information, infor-
mation, information”. The more open handed you are with providing useful infor-
mation to your prospective clients, the more they will be inclined to trust you. And
the more they trust you, the more willing they will be to buy from you.

When someone arrives at your web “door” for the

first time, they will be seeing your website as an The more open
information resource center, not a sales floor. But handed you are
remember, the very fact that they are there and with prOViding useful
looking around, means that they are interested i~ INformation to your
your product or service and, while they might not ~ Prospective clients,
be a customer today, they are a prospective cus- The more they will be
tomer for another day, and you need to take steps  Inclined to frust you
to encourage them to return again and again.

People who specialize in Internet marketing are well versed in the process of con-
verting information into sales, and prospects into customers. There are programs
available that can teach you that process. Later | will give you a website to go to
for more information on these programes.

Before designing, or re-designing, your own web site, however, | would encour-
age you to spend some time looking at sites put up by others in your industry. This
will both acquaint you with what your online competition is doing, as well as give
you ideas on possible ways to present your own information, such as using audio
and video. Studies have shown that using audio and video on a website dramati-
cally increases the effectiveness of the site. Audio or video content can be gener-
ated with very inexpensive tools, commercially available now.

A word of caution. If you do not currently have a web site, or are looking to redo
an existing one, you will probably want to get some help putting it together. When
you go looking for that help, you will find that there is no shortage of people who
offer to build websites for others.

However, if you inquire into their backgrounds, you will find that the maijority of
those offering to build websites have one of two common backgrounds. Either
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they have a graphics (visually) oriented background, or they have a computer
programming (technical) type background. Their websites tend to reflect their in-
terests, skills and passions. Such sites will generally dazzle and impress, rather than
inform and motivate. It is extremely rare to find that unusual web designer that has
business/marketing background, let alone also has an understanding of Internet
Marketing (IM).

The IM field has grown over the last decade, having been virtually non existent
before then. There are a quite a few experts in the field who have developed a
set of fools and processes that effectively and brilliantly use the Internet to market
a business.

However, that community has been largely self-centric (inward looking) and self-
serving up until now, and has not done much to apply that knowledge and their
tools to the rest of the offline business community. We are just now starting to see
a breakout of that knowledge and it represents a sea change for the rest of us.

By the way, this ebook is not infended to teach you the “how to” of Internet Mar-
keting. That is a vast and varied field, and goes far beyond what can be covered
here. My purpose is to help you understand the basic concepts involved in IM,
and fo help you locate the information, and other resources, you will need to use
IM.

To accomplish this, | have set up two websites that can serve as that kind of re-
source. The first site is specifically dedicated to general resources for IM. It is http://
resourcesdim.com/. The second is a website and a blog, at http://novaguestven-
tures.com/ and it deals with the general topic of entrepreneurism.

If you are interested specifically in the topic of IM and how small and medi-
um sized businesses (SMB)s can make use of it o enhance their company,

go to http://resourcesdim.com/smb.

One final note. In Chapter 11, and on the above described website, | will present
a unigue business opportunity that is based on the above information. If you are
looking to launch a new business and like the idea of helping others to take ad-
vantage of Internet Marketing for their business and want to see how that trans-
lates into a great new entrepreneurial opportunity, please see that chapter and/
or go to the website.
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CHAPTER 10 - THE TOOLS OF INTERNET MARKETING

This chapter will explore the main tools currently used in Internet marketing. For
some of you, the following information will be old hat. If so, feel free to skip around
and find information that is new to you. If you are new to the basics of the Internet,
| suggest you read each topic in the order presented.

All of the tools described in this chapter can be found on my website at hitp://re-
sourcesdim.com/ The website gives you instructions on how to obtain those tools,
and much more. This resource site is infended for anyone who wants to use Inter-
net marketing in their business, or for those who would help others to do so.

As this ebook is about entrepreneurism in general, the reader is also encouraged
to go to my blog, which is dedicated to the topic of entrepreneurism, at http://
novaguestventures.com/blog/.

Before you can use the Internet for your com-

pany's benefit, the first and most fundamen-

tal task to complete is to carve out a unique The first and most
identity for you and/or your company, one fundamental task to
that distinguishes you from everyone else on complefe is to carve out
the Interet. Keep in mind that the Internetis @ unique identity for you
a global system and Internet access is avail- and/or your company
able anywhere in the world. You need to be

uniquely identifiable to anyone from any-

where in the world.

This is accomplished by first obtaining a “domain name”. A domain name is a
completely unique name that you select and register with one of the companies
licensed to “rent” domain names. No one can permanently “own” a domain
name, but it is possible to effectively tie it up permanently.
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There are multiple major categories of what are called “top level domains”. You
have certainly encountered the most common top level domain; it's called.com
(pronounced dot com). Com stands for “commercial”, and.com has become
the favorite for use by businesses worldwide. Other top level domains include.
net,.org,.us,.uk, and so on.

A properly registered domain name can consist of just about any unique combi-
nation of letters, numbers and names, followed by a “.”, and a top level domain
category name (.com,.org). It will look something like myuniqguedomain-name.
com or domain-4-my-business.org, or 1234567domains.net. You can find a more
in-depth explanation of domain names at Wikipedia.org, a free online encyclo-

pedia at http://en.wikipedia.org/wiki/Domain_names.

Let’'s say your new domain name is “mybusinessname.com”. This name will be
tied to all of the things you will do with the Internet. It will be the name that your
customers will use to find you and interact with you. It will appear as a component
of your website, www.mybusinessname.com, and your email address, myname@
mybusinessname.com.

Once you have a registered domain name, the next step is to find a place where
that name can be located, or *hosted”, on the Internet. Your domain name is
the Internet equivalent of your business name. Your hosting location is the Internet
equivalent of the building in which your business is located. Note* Directions for
obtaining a domain name and hosting your website, email and other software
systems can be found on http://resourcesdim.com/.

Hosting comes in several varieties, but the most common type is equivalent to
renting space from a landlord. In this type of hosting, you pay the hosting com-
pany (monthly, yearly) to rent space on their computer(s), on which you install the
various sofftware packages that perform the different IM functions you will use in
your business.
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The hosting company’s computer is physically connected to the Internet. Not only
does your domain name constitute a unique name that separates you from every
other Internet user, there is also a unique set of numbers assigned to the hosting
computer that your domain is located on, one that sets it apart from every other
computer connected to the Internet. That number is called an IP address (IP =
internet protocol). You might think of an IP address as the digital equivalent of a
physical address like 123 Main St., Any town, State, zip code. If you know the IP ad-
dress of a computer, you can find it anywhere on the Internet. It works this way.

At the hosting company, your domain name gets
associated with that IP address and that associa-
tionis putinto a global database. That combination
gets listed in certain special computers called DNS
servers, or domain name servers, that are nothing
but giant databases of domain names and IP ad-
dresses, rather like the telephone systems’ “direc-
tory assistance”. When anyone goes on the Inter-
net to look for your website or send you an email,
their computer automatically goes to these special
computers to retrieve the information it needs to
find you.

When someone
goes to your
website, it is the
equivalent of them
walking through
the front door of
a physical store
or business

Once their computer gets your address, it then goes to your location. If you have
installed a website at that location, they will see whatever you have chosen to
put there.

When someone goes to your website, it is the equivalent of them walking through
the front door of a physical store or business. What someone sees when they “walk
in”, is created by various software packages that can be installed on your hosted
site.

Some of the software you will want to use can be rented from the hosting com-
pany, sometimes it will be free for public usage under various terms or as a part
of your hosting package, and other times you will purchase it from companies
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who develop and sell software. The following are some of the different kinds of
software packages that are widely used in IM.

Wehbsites and Email

The most basic Internet tools are websites and email systems. They are so well
known and widely used that just about everybody has visited websites, and sent
and received email. They don't require explanation. However, setting up a web-
site and an email system for your business is a whole other matter. Please see
http://resourcesdim.com for the various ways of doing this.

“eCommerce” (electric commerce) is a broad term that generically refers to the
purchasing of goods and services online. eCommerce is also known as online
shopping. A website configured for eCommerce resembles an online version of a
mail order catalog.

See : hitp://en.wikipedia.org/wiki/Online shopping for a more in-depth explana-
tion of online shopping.

If you intend to sell products and services online, the main tool used to do this is
called a “shopping cart”. This is a software program that is installedon your host
website.

When you go the grocery store, you generally use a shopping cart to hold the
products that you select from the store’s shelves. The shopping cart also transports
the products to the check out area, where they are purchased. On a website, an
Internet shopping cart performs a very similar function.

It gathers the products you are purchasing from that website, and then takes
you to a place when you can “check out”, pay for your purchased items, and
arrange to have them delivered to you. Most shopping carts provide for pay-
ment by credit card, as well as allow you to use one or more of the payment sys-
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tems designed specifically to facilitate Internet purchases. One of the most widely
available is provided by a company called PayPal (https://www.paypal.com/).

For more on shopping cart software, see http://resources4im.com/.

In the more traditional forms of advertising and promotion, communication be-
tween a business and its customers usually flows only one way, generally from
business to customer. The Internet allows communication to be interactive and
flow in many directions, from business to customer, customer to business, and
even customer to customer!

The two primary Internet tools that facilitate this multi-dimensional communica-
tion pattern are called blogs (short for web logs) and Internet forums. In some
ways they are very similar tools, but they do have their unique features. Their uses
are limited only by your imagination.

Wikipedia.org defines a blog as:

“A blog (a portmanteau of web log) is a website where entries are
written in chronological order and commonly displayed in reverse
chronological order. “Blog” can also be used as a verb, meaning to
maintain or add content to a blog.

Many blogs provide commentary or news on a particular subject;
others function as more personal online diaries. A typical blog com-
bines text, images, and links to other blogs, web pages, and oth-
er media related fto its topic. The ability for readers to leave com-
mentsin an interactive format is an important part of many blogs.... "

(See more information on blogs at http://en.wikipedia.org/wiki/Blogs and

for blog software, see http://resourcesdim.com/)
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A forum is defined by Wikipedia.org as:

“An Internet forum is a web application for holding discussions and post-
ing user generated content. Internet forums are also commonly referred to
as web forums, message boards, discussion boards, (electronic) discussion
groups, discussion forums, bulletin boards, fora (the Latin plural) or simply fo-
rums. The terms “forum” and “board” may refer to the entire community or
fo a specific sub-forum dealing with a distinct topic. Messages within these
sub-forums are then displayed either in chronological order or as threaded
discussions...."

(See more information on Internet forums at: http://en.wikipedia.org/wiki/

Internet forum and for forum software see http://resources4im.com/)

A simple explanation of the difference between the two is this. A blog generally
contains articles written by a limited number of contributors. A blog can have only
a single contributor — you, or someone you designate. Readers can confribute
(post) an unlimited number of comments on the articles. The comments may be
screened or unscreened before they are posted to the blog. Blogs are primarily
used to disseminate information, teach something, or provide commentary and
opinions.

A forum’s content is predominantly provided by the forum’s members, rather than
by a limited number of conftributors, as in a blog. A forum generally has a useful
purpose. Membership in a forum may be limited to a specific designated group,
such as your existing customers, or you may allow anyone to be a member.

People often use forums to get help with problems. Other forum members are the
ones that offer them a solution, rather than someone from your business. Think of
it as customers helping customers, and you can get a sense of how and where
that might be useful.

A more detailed exploration of Blogs and Forums is beyond the scope of this chap-
ter, but | encourage you to become familiar with them and to evaluate their ap-
propriateness for your particular business. For more information on these tools, see
http://resourcesd4im.com
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Gooyle AdWords and AdSense; Other Advertisers

One of the key things you can do with your website is advertise your own goods
and services. You can also advertise your goods and services on other websites,
as well as allow others to advertise on yours and be paid for it.

Because of the inter-activeness of the Internet, it is pos-

sible to focus your advertising fo a very specific audi-  INOF only is this
ence, and then fo know when someone takes action 1YP€ of Infernet
as the direct result of your ads and promotions. Virtually advertising

no other form of advertising provides the advertiser with more effective,
feedback on how many potential customers actually itis also much
viewed their ad, and then took some action because More affordable

of that ad. Internet advertising can do this. than many
other forms of

In fact, it is possible to generate very sophisticated data adverﬁsing

from the feedback, allowing the advertiser to quickly

hone and refine the placement, type, wording, colors, graphics, video and au-
dio parameters of their ads because they know precisely what works and what
doesn’t work._

Advertisers will often post two or more versions of a particular ad and divide the
traffic between them, simultaneously tracking the responses to each version. In
the Internet marketing world this is called “split testing”. You try two or more vario-
tions on a variable and the data you get back tells you precisely which is the more
effective approach. | am unaware of any other form of marketing that provides
such detailed feedback - let alone doing so in “real fime”, i.e. up to the minute
analysis right as it is happening! Very powerful stuffll

Not only is this type of Internet advertising more effective, it is also much more
affordable than many other forms of advertising. With Internet based ads, adver-
tisers are normally only billed when a user does something, like click their mouse
on the ad (pay-per-click). This means that you, as the advertiser, only pay when
someone does something to demonstrate an interest in your product or services.
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Just about everybody has heard about Google. Google is known to most people
as the world’s largest Internet search engine company. In reality, Google is really
the world’s largest advertising company. Google has pioneered multiple ways of
generating revenue through its online advertising systems.

The two most famous ways that Google receives its revenue are through their Ad-
Words and AdSense programs.

AdWordsis a Google program where you advertise on Google itself. Wikipedia.org
(http://en.wikipedia.org/wiki/Google) says, “*AdWords is Google's flagship adver-
tising product and main source of revenue. AdWords offers pay-per-click (PPC)
advertising, and site-targeted advertising for both text and banner ads. The Ad-
Words program includes local, national, and international distribution. Google’s
text advertisements are short, consisting of one fitle line and two content text
lines. Image ads can be one of several different Interactive Advertising Bureau
(IAB) standard sizes.” See more information on AdWords at http://en.wikipedia.
org/wiki/Adwords.

With AdSense, you can advertise your goods and services on other companies’
websites, and/or arrange to have other companies advertise on your website.
When they do, you get paid for their ads.

Wikipedia.org describes it this way. “*AdSense is an ad serving program run by
Google. Website owners can enroll in this program to enable text, image and,
more recently, video advertisements on their sites. These ads are administered by
Google and generate revenue on either a per-click or per-thousand-impressions
basis. Google is also currently beta-testing a cost-per-action based service.” For
more information on AdSense, see http://en.wikipedia.org/wiki/Adsense.

They are quite a few so called “experts” in the IM world who claim knowledge
of the secrets to AdWords and AdSense. Some of their stuff is very good. There
have been a number of books written on this subject, and a number of programs
developed to help you take advantage of AdWords and AdSense. See http://
resources4im.com for more information.
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Other search companies, like Yahoo, MSN and ASK, also offer advertising pro-
grams. | recommend that you look into what they have to offer as well.

Yahoo (http://searchmarketing.yahoo.com/as/)
AOL (http://www.aolmedianetworks.com/)

MSN (http://advertising.microsoft.com/home/home)

ASK (http://sponsoredlistings.ask.com/)

If you sell products or services over the Internet, you need to know about Affiliate
Marketing, a concept that is spreading like wildfire around the net. Affiliate Mar-
keting is much like “*commission only” sales, where someone sells your product or
service and gets paid a commission.

The way Affiliate Marketers work is they either describe

and promote your products and services on a welbsite You gef the
they control, or they tell their customers about you and  sale; the affiliate
your products in email messages they send out. Some- ~ marketer gets
times they do both. They also provide the people they a commission
contact with a link back to your website.

When an affiliate marketer signs up with you, you give them a special identifying
code that they embed into the links to your website that they provide out to oth-
ers. This way, you can tell when a buying customer was sent to you by the affiliate
marketer. You get the sale; the affiliate marketer gets a commission. The entire
process is automated and controlled by special software which you install on your
website, or you rent from companies that provide that service.

By using Affiliate Marketing, just about anybody can be a salesperson for you,
and it can be phenomenally effective.
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You might also decide that you would like to be an afflliate marketer for a com-
pany that has a product and/or service that is complimentary to your own. Simply
add that company’s items to your website, and refer people over to them.

This is a great way to increase your profits from your website visitors. They may not
buy your product, but instead purchase something from someone you referred
them to. Even though your company may not get the sale, your company can
get a commission from that visitor to your website. Because they were able to buy
something they wanted as a result of visiting your site, they could well come back
again and become a customer of yours at a later date.

For more information on Affiliate Marketing, see http://resourcesdim.com.

Other IM Tools

There are multiple other tools that should be in your Internet Marketing toolkit,
but | won't attempt to cover them all. A few of the most fundamental ones are
described next. You should familiarize yourself with them, understand what they
can be used for, and then decide which of them fits your particular business. They
are each powerful tools. Give thought to how you might use them creatively and
effectively to help grow your business.

Email

Email, and an email system, is probably the
most significant tool used in Internet market-
ing, beside the website. Getting your custom-
ers and prospective customers to sign up to
receive email from you is one of the most
powerful marketing tools you will ever use.
There are many ways to use email to promote
your business. One of the most common is de-
scribed next.

Gelting your customers
and prospective
customers to sign up
to receive email from
you is one of the most
powerful marketing
tools you will ever use
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The Direct Marketing world has long understood the importance of having a “sub-
scriber list”. A subscriber list consists of names of people who have directly given
the company their name and mailing information. When such a person receives
a mailing from this company, it is not perceived as more unwanted “junk mail”.
Instead, these recipients are many times more likely to review the mailing and to
entertain its contents, rather than to automatically toss it into the garbage.

Email is the Internet’s equivalent of direct mail. However, as in the world of paper
mail, the Internet has its own form of unwanted junk mail. It is called “SPAM”. Any-
one with an email account will at one time or another
become painfully aware of SPAM. Most everyone has
learned that giving an email address out indiscriminately
can have major SPAM consequences. There have even
been laws enacted to prohibit SPAM, but it still goes on.
Consequently, people have learned to be very careful
about sharing their email addresses.

Email is the
Internet’s
equivalent of
direct mail

However, people are wiling to give their email address to responsible Internet
providers who, in turn, give them a guarantee of privacy in exchange for signing
up to receive emails from that provider. Such providers use what is called an “opt
in” system, where the user must agree to receive the emails before they are ever
sent out to them. (Generally, there also is a convenient way to “opt out” anytime
the user wishes to be removed from the mailing list (unsubscribe).)

The maijority of the Internet Marketing community is literally bonkers over the idea
of building a “list” of email recipients. And with good reason. Its value has been
demonstrated over and over again. In order to stay solidly on the user consider-
ate, and legal, side of the anti-SPAM laws, the IM community now encourages
people to use a "double opt in” process, meaning the prospective mailing re-
cipient takes two separate actions to confirm they really do want to receive such
mail.

As far as what you can use email for, it is really limited only by your imagination.
You can use it to send sales promotion messages, newsletters, requests for feed-
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back and testimonials, surveys (either in the email or links back to an online survey
on your website), distribution of digital products (ebooks, audio and video files,
etc.) and anything else you can see electronically.

As stated before, your costs for this type of mailing are all upfront in your prepara-
tion costs, not in your distribution costs. In the offine marketing world, the costs of
distribution frequently far outweigh the costs of preparation. That is why email can
be so incredibly cost effective.

Squeeze Page

The "squeeze page” (a funny name whose origin | have not been able to track
down) is the name given a special type of page a viewer will find on a website
that prompts them to provide their name and email address (at a minimum) in
order to register to receive emails from the owner of the website.

Internet marketers use squeeze pages as the first step in building a mailing list.
However, to complete the double opt-in process several more steps need to be
taken. First, the subscriber receives an alert telling them to look in their email inbox
for a message that confirms that they have chosen to join this list. This prevents
anyone else signing you up without your permission

Inside the email is a link back to the sender’s website. The subscriber is asked to
click on that link to confirm that, yes indeed they have signed up for the list and
that they want to receive email at the same address where that message was
received. This second step constitutes the “double” or second “opt in” action by
the user. By clicking on the link, the sender receives a confirmation with certain
tracking information attached to the link.

The software that manages this process usually captures the IP address of the
subscriber and keeps that in a database in the event that the website owner ever
has to prove that the subscriber really did sign up to receive email, and the web-
site owner is not guilty of violating anti-SPAM laws.
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Autoresponders

The email that was sent to the subscriber when they put their information on the
squeeze page was sent by a special system called an “autoresponder”. Autore-
sponders are a major tool in the toolkit of Internet marketers.

An autoresponder is a specialized software package that utilizes your email sys-
tem to automatically send out pre-programmed messages to your subscriber list.
These messages can be highly personalized, making it a highly effective way to
establish more of a connection with the recipient of the message. The autore-
sponder can be programmed to send out different kinds of email at timed inter-
vals, or at event driven conditions (like the signing up on a squeeze page).

The autoresponder may well be your most diligent
salesperson because it will regularly, and automati-

cally, continue to approach prospective customers How many sales

and attempt to motivate them to take some action people do yo,u
with you (buy a product, join a monthly club, pur- know that will
consistently put

chase a subscription). Many IM specialists say that it
often takes on an average of 7 contacts with a pro-
spective customer before they buy the first time. How
many sales people do you know that will consistently
put in that effort to pursue a sale?¢

in that effort to
pursue a sale?

Sales Page

The final major piece of the email, squeeze page, autoresponder assemblage is
called the “sales page”, and it is just what it sounds like. It is a webpage contain-
ing material that promotes the sale of something to the visitor.

Some of the latest designs in sales pages not only use words and graphics (pic-
tures) to promote whatever is being sold, but now frequently include audio and/
or video components as well. Audio and video are still novel enough that visitors’
attention is grabbed when sites contain that kind of content.
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What you may also find surprising is that the software and equipment needed to
place audio and video on your website is very inexpensive and quite easy to use!
It is possible to do both for just a few hundred dollars. What this means is that you
can add either of these to your website for a very modest budget and see results
that more than justify their modest expense.

Anyone who knows anything about sales and market-
ing knows that the hardest thing to do is to first gets
someone’s attention. Statistical analysis of websites has
demonstrated up to a 300% (3 times) or more improve-
ment on the results of sites that use audio and video,
over those that contain just text and graphics.

Anyone who
knows anything
about sales
and marketing
knows that the
hardest thing

You may not want to start with audio and/or video on o do is to first
your site, but | would encourage you do so as soon as ~ gef someone’s
you can get your foundation established and are ready attention

to improve on it.

Imagine having the equivalent of a TV .commercial on your website that plays
only when the customer has chosen to be there and is interested in your product
or service. That is what sales pages with video content are like. They are very ef-
fectivel

And they are available to your prospective customers 24/7 - anywhere in the
world - and all on virtually automatic pilot. AS with other forms of IM, most of the
work and expense of this tool is almost entirely in the front end.

Once you get it up and running, the system continues to work for you thereafter,
at nearly zero cost. Can you imagine salespeople working for you 24 hours a day
at no cost? That should give you a feel for some of the possibilities here.

And this is just the beginning. For all the amazing things that are being done to-
day, the Internet and the field of Internet marketing is still a vast and largely undis-
covered field in which imagination and creativity rule. It is changing all the time
and new tools and approaches are constantly being infroduced.
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If you would like help in applying the principles of Internet marketing to your busi-
ness, there are a variety of experts who are available for consultation on these IM
topics, and who have created systems for taking advantage of these tools. | will
be providing links to them and their systems on my website at http://resources4im.
com.

And for more information on the following topics, see these links:

Email http://en.wikipedia.org/wiki/Emdil

Electronic mailing lists http://en.wikipedia.org/wiki/Electronic_mailing list

Squeeze pages http://en.wikipedia.org/wiki/Squeeze page

Autoresponders http://en.wikipedia.org/wiki/Autoresponder

SPAM http://en.wikipedia.org/wiki/Spam and for your protection, see also:

US Gov. http://www.ftc.gov/spam/

State Laws http://www.spamlaws.com/state/summary.shimil

Coalition Against Unsolicited Commercial Email http://www.cauce.org

Electronic Frontier Foundation http://w2.eff.org/spam/
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An Entrepreneurial
Opportunity

The following chapter builds on the information contained in earlier
parts of this eBook. It presents a unique business opportunity for those
interested in using the tools of Internet marketing (IM) to help other
businesses improve their success.
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CHAPTER 11— INTERNET MARKETING AND SMBS

The Internet is re-writing the rules of marketing for small
and medium size businesses (SMBs). This has created a
unique opportunity for a new kind of entrepreneurial en-
terprise, built around the idea of helping existing “offline”
SMBs to take advantage of the emerging Internet paro-
digm.

The Internet
is re-writing
the rules of
marketing

for small and

medium size

If you have not already decided on a new business businesses
space, you might want to contemplate this one. | have

already pre-qualified it as one that fits the Primal — Hybrid/Primal side of the mar-
ket equation. It warrants a serious look by anyone who has an interest in this fopic
and can provide one or more of the skill sets required to make it work.

Let me begin by giving you the supporting background to this business opportu-
nity.

As stated before, the Internet is the most revolutionary marketing tool to come
along since the infroduction of commercial television. Yet its potential fo impact
a business far exceeds what can be achieved with paid TV ads, and for a frac-
tion of the cost. Internet marketing can do many things for a small to medium size
business that no other form of advertising can do.

But only a tiny percentage of conventional offline businesses (SMBs) are taking
advantage of this opportunity. To back up these claims, here are some facts.

There are approximately 25 million small and medium size businesses in the United
States alone. Currently, it is estimated that only about 4 million U.S. based SMBs
have some form of a website.

“So what?"” you might say. “That doesn’t matter. My business is local, not global.
And the Internet only works if you are doing business globally!”
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WRONG!

The Internet is good for just about any business with just about any market loca-
tion, whether it is local, regional, national or global.

The real issue here is how customers find the items they want and need because,
currently, people purchase the majority of their goods and services from their lo-
cal businesses, if available.

As pointed out in the previous chapter, there has been a change in the way the
majority of people locate their local goods and services. 10 years ago, even 5
years ago, if you wanted to find a merchant, you looked in the telephone book or
maybe the local classifieds. Over the last few years, there has been a precipitous
drop in both yellow pages and newspaper usage.

Today, at least 70% of potential customers now look for their local merchants first
on the Internet, probably using one of the major “search” companies, Google,
Yahoo, AOL or MSN. Search companies can tell approximately where someone
is located when they do a search. Because of this, the search engines can give
you results that are locally based.

For example, if you use Yahoo and you search for “pizza” without any other pa-
rameter specified, Yahoo will probably display pizza locations in your local area,
as well as give you information for some national chains. In Yahoo or Google, if
you search for “pizza” and your city name, you will get the local pizza places.

The type of information provided is usually just a two or three line entry (name,
address and telephone). This is because the search companies themselves have
built up what is roughly equivalent to an online “white pages” listing of companies
by product category.

“Local search” has been targeted as a major growth area by Google, Yahoo,
AOL, MSN and other search engine companies because they know exactly how
often people go to the net to find local resources.
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Several of the search companies have developed programs aimed specifically
at facilitating local searches. For example, if you go to http://local.yahoo.com/,
you can put in a town's name and see a host of information related to that com-
munity. If you also type in a category or search term like “pizza”, and you will get a
list of all the places that offer pizza locally. Google has a similar program at http://
local.google.com/. Both Google and Yahoo allow you to add a business name
to alocal directory, if it is not already represented there.

In general, the search companies are making it quick and easy for local business
owners to get their names on the Internet and begin to reverse their current invis-
ibility to local customers.

There is a world
of difference
between being
a name in a
list and having
a well crafted
web presence/
program

But local search is only the beginning. There is a world
of difference between being a name in a list and
having a well crafted web presence/program. A well
done web site, designed with Internet marketing (IM)
in mind, will go much further in getting a company in
front of prospective customers than is possible with just
about any other form of advertising, tfraditional or oth-
erwise.

However, as stated above, most SMBs don’t have websites and even when they
do, the vast majority of them are ineffective as advertising tools and do little to
bring customers through the door.

There are lots of reasons for this, but the two big ones are:

1. Most web site designers generally know very little about marketing

2. Traditional marketers know little about the Internet as a unique
marketing tool

Many of the websites up today were designed by graphic artists and/or comput-
er programmers. These websites are often visually interesting, just not compelling
from any other perspective. In the vast majority of cases, the web designer re-
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ceived no direction about what the website was supposed to do for the business.
It just had to be there. And look good. There would have been little or no input
from a marketing professional because most marketing professionals have little or
no fraining in using the Internet for marketing purposes. It's no wonder that most
websites are ineffective.

The people that best understand the Internet and how to use it, are the Internet
marketers. To date, Internet marketing specialists have focused mainly on apply-
ing Infernet tools to online businesses only, not to offline business.

However, this situation is ready to change. The gap that has existed between on-
line and offline businesses is rapidly closing. And that is a business opportunity.

The Template for An IM Consulting Business (IMCB)

Let me recap the key points before presenting the specific business opportunity
represented by these conditions.

1. The vast majority of SMBs (numbering in the millions in the U.S. alone) do
not have any kind of effective web presence and yet the majority of their
prospective customers are looking for them on the web.

2. The search companies recognize this and are trying to build “locally ori-
ented"” information resources for their customers.

3. Only a small percentage of the people who build websites for businesses
today:

a. have a marketing background,
b. understand the marketing needs of SMBs, and

c. can craft a web based program around those needs, using a knowl-
edge of the modern tools of Internet marketing coupled with tradi-

tional marketing techniques.
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In the previous paragraph, | have put forth the key factors that collectively define
a huge need in just about every community imaginable, a need that is currently
unsatisfied. Remember the attributes of Primal markets and Hybrid/Primal mar-
ketse Their parameters fit this circumstance. There is an excellent opportunity here
for entrepreneurs to craft a successful business around that unsatisfied need.

So what would such a business ook likee The problem that needs to be solved is
threefold.

First, help SMBs to learn about Internet marketing and

its fools; The core
IMCB
Second, SMBs need to learn how the IM tools can be business
used to enhance their existing business; and would be
built around

Third, help the SMBs to take the steps to incorporate IM

reachin
into their business. g

out to local
This would essentially be a services business with several po- bus’.ne.ss in
fential variations that could be added fo form the basis of a ANy given

consulting service. | am calling it an IM Consulting Business, or Commun’fy
IMCB.

The core IMCB business would be built around reaching out to local business in
any given community. It would:

1. infroduce a business owner to the basic idea of IM, and advocate its
benefits, and

2. enter into a consulting arrangement wherein an IM consultant works with
the client to:

a. teach them about the basic IM tools,

b. review and analyze their business and the ways that it is currently
marketed,
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c. work with the client to:

i. craft a plan to establish an effective IM program, one that
would enhance existing marketing efforts,

ii. assist them in acquiring the appropriate IM tools, and
ii. help them to implement their IM program.

From there, the IM Consulting Business can branch into any of several directions,
depending on the preferences and choices made by the entrepreneur who sets
up the IMCB business.

Ideally, entrepreneurs who establish such a business will be strong on small busi-
ness marketing and sales. They do not need to be conversant in programming,
graphics and the mechanics of setting up websites, email systems and the like.
They do need a good understanding of how those tools are used, and clear com-
munication skills in order to effectively advise clients on their usage.

Clearly, people who possess these other, more technical skills, need to be recruit-
ed info the business as well, or be available to the IMCB entrepreneur in one form
or another. Therefore, if you are a programmer, a graphic artist, a videographer
(video is hot, along with audio), a SEO specialist, a list building specialist, a blog
specialist, a forum specialist, or any other type of IM specialist, and you are inter-
ested in getting involved in such an enterprise, your talents will also be needed.

| and several business colleagues are exploring ways to create a network of such
contributors, in which we may well help put parties together to form teams around
this concept, and/or provide a central clearinghouse where entrepreneurs can
obtain the support services they would need to effectively offer the above de-
scribed IMCB consulting services.

If you are interested in finding out more on this business space and the opportu-
nity it represents, please go to http://www.novaquestventures.com/imcb.html
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AFTERWORD

Thank you and best wishes!

We would like to take this opportunity to thank you for reading this eBook and
express our best wishes for your success in all your entrepreneurial efforts. We trust
that you have found some useful information in this material.

Feedback on this eBook

If you would like to provide us with feedback on this eBook and/or have sugges-
tions for changes, improvements or additions, please contact us at the location
given in the Feedback section below.

Additional help and resources

We encourage you to make use of the two websites we have launched to help
you in your entrepreneurial and IM efforts. Those websites will grow and evolve as
we add more and more content to them. They also have information on how you
can be notified of changes to the websites as they occur.

For general entrepreneurial issues, please go to: http://novaquestventures.com/

And for resources related to Internet marketing specifically, please go to: hitp://
resources4im.com/

Once again - best wishes for a very successful entrepreneurial career!

Michael Sauvante and Pati Carlson
NovaQuest Ventures
December, 2007
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FUTURE PUBLICATIONS

Given my background and 30 years experience as an enfrepreneur, | have a vo-
riety of other topics that | am interested in writing about. However, in the interest
of efficiency, | would like to prioritize the order in which | write them, or even if |
write one or more of them at all. Therefore, it would be very helpful to me to get
feedback from my readers on which topics they are most interested in.

Below is a list of my current candidate topics. If you go to the Link to future topics
(http://novaquestventures.com/futuretopics.html) page you will find a descrip-
tion for each topic, a checkbox to indicate your level of interest in that topic, and
a request to be notified when that particular topic is written about.

If there are any other topics you are interested in that are not covered here, you
can also go to the All Topics link and enter your suggestions for other topics.

Links:

Link to future topics (http://novaquestventures.com/futuretopics.html)

Candidate Topics:

Green Business and the Greening of your Business

Social Entrepreneurism

Sustainability and the Triple Bottom Line (Social, Environmental and Economic)

BOP - Base of the (economic) Pyramid -The Opportunity Represented by Serving
the Developing World

Ethics, Values and Meaning in Business
Spirituality in Business (noft religion)
Legal issues in the Life of the Entrepreneur

Corporate Governance for Corporations and LLCs
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Patents - Infroduction to Patents (Intellectual Property or IP) - Strategies for the
Small Entrepreneur

Copyrights and Trademarks
Intfroduction to Licensing - Strategies for the Small Entrepreneur
Going Public for Small and Medium Size Companies — An Introduction

Bottom up Public Holding Company — A New Way to Go Public by Multiple Inde-
pendent Companies/Entrepreneurs Joining Forces

Mergers and Acquisitions (M&AS)

New Venture Creation in Mature Companies

Corporate Bankruptcy — Life After Death

Nevada's Unique Corporate Statutes and Why They Could be Important To You
Financing a Business

Buying and Selling A Business
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Thank you for taking the time to read this book. | would appreciate it if you would
take the time to go to this link and tell me on what you thought of this book, as well
as give me suggestions on ways to improve it. Your feedback is appreciated:

Here is the link: Feedback on the book “So You Want To Be An Entrepreneur!”
http://novaquestventures.com/feedback/SoYouWantToBeAnEntrepreneur.html

Or you may contact us at the location listed below under “*Consulting”.

OTHER PAPERS

Also, given my background and many years of experience as an entrepreneur,
| have a variety of other papers | have written. You can see them listed here:
http://novaqguestventures.com/papers.html

CONSULTING

Depending on the circumstance, | am available for consulting on a limited basis.
If your organization has a need for my expertise, please feel free to contact me at
the following coordinates to discuss your requirements. Thank you.

Michael Sauvante
NovaQuest Ventures

1305A North H St. #222
Lompoc, CA 93436
650-641-1246

sauvante @ novaquest.org

S0, YOU WANT TO BE AN ENTREPRENEUR?

www.NovaQuestVentures.com



http://www.NovaQuestVentures.org
http://www.NovaQuestVentures.org
http://novaquestventures.com/feedback/SoYouWantToBeAnEntrepreneur.html
http://novaquestventures.com/papers.html
mailto: sauvante@novaquest.org

—
sll. S0, YOU WA

NT TO BE Al

“ENTREPRENEUR?

BIOGRAPHY OF MICHAEL SAUVANTE

Mr. Sauvante is the founder of NovaQuest Ventures and is the princi-
pal author of this book.

Previously, Mr. Sauvante co-founded a high technology holding com-
pany to consolidate multiple companies launched by Mr. Sauvante
and to provide a platform for growing new ones. He was the entre-
preneurial catalyst and visionary of the team with 30 years business
experience in creating and running his own companies. He is recognized and
respected as an expert in the start-up phase of business development; is quite
knowledgeable and experienced in licensing, and occasionally even wears an
“inventor’s hat.” One of Mr. Sauvante’s strongest attributes is his ability to build
relationships and alliances between various parties.

In addition to his many talents as an entrepreneur and sometime inventor, Mr. Sau-
vante is also known for his very progressive thinking in the field of sustainability and
corporate social and environmental behavior and responsibility. To learn about
Mr. Sauvante’s philosophy for building a sustainable business, read his article The
Triple Bottom Line: A Boardroom Guide (http://novaquestventures.com/docs/TBL.
pdf ), published in the “Director’'s Monthly” newsletter of the National Associa-
tion of Corporate Directors (NACD). Also see an artficle written about him in the
Ventura County Reporter, “Watch Out For Flying Pigs” and (http://novaquestven-
tures.com/docs/article.2004-04-23.vcreporter.pdf) “Lessons from Mindfull Corpo-
rations” (http://www.clariticom.com/mindful.html) which appeared in the Sept./
Oct 2003 issue of Spirituality & Health (http://www.spiritualityhealth.com/). Lastly,
in “Megatrends 2010: The Rise of Conscious Capitalism” Patricia Aburdeen, co-
author of the Megatrends series of books which have sold over 14 million copies,
wrote about Mr. Sauvante’s efforts to change California’s laws to make corpora-
tions more socially and environmentally responsible.

Mr. Sauvante founded and built Rolltronics Corporation and VoltaFlex Corpora-
tion, two companies leveraging a new manufacturing methodology called “roll-
to-roll” production (resembles printing newspapers) that is revolutionizing the way
many new high tech products will be made.
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Those projects evolved from pioneering work Mr. Sauvante did when he was
brought into HP Labs as a consultant and subsequently asked to stay. He agreed
to work for them for a year, during which time he self initiated a new business
development project intfended to take technologies that were not finding com-
mercial outlets within the company and provide them a more conducive envi-
ronment to survive and grow.

In support of his efforts, Mr. Sauvante solicited and obtained assistance and input
from Harvard Professor Clayton Christensen, author of “The Innovator’s Dilemma”
and “The Innovator’s Solution” and Dr. Mark Rice, co-author of “Radical Innova-
tion: How Mature Companies Can Outsmart Upstarts” and current Dean at Bab-
son.

Along the way, his efforts attracted sufficient attention that he was invited by the
Lally School of Management and Technology at Rensselaer Polytechnic Institute
(RPI) to use the project as the basis for a special Ph.D. program on the topic of
“New Venture Creation In Mature Companies.” He subsequently elected to re-
turn to his entrepreneurial roots and put the Ph.D. project on the shelf for the time
being.

Before working at HP, he founded and managed an IT consulting company; a
software company that developed an international trade database related to
commodity classification and customs duty rates; a company that specialized in
telecommunications systems; a real estate development company that led the
initial development phase of a 700-acre high technology industrial park in Fre-
mont, California; and lastly a services company in the heavy equipment field of
the construction industry.

Mr. Sauvante has been married for 36 years and has one married son who is a
lawyer. He has a dual Bachelor’'s degree in Business Administration and Technolo-
gies Studies and advises a variety of firms on the topics of new venture creation,
technology commercialization and how to apply triple bottom line principles in
a business context. Among his many activities, he is writing and promoting more
progressive laws concerning corporations. He can be reached at sauvante @
novaquest.org or at (650) 641-1246.
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ABOUT NOVAQUEST VENTURES

NovaQuest Ventures (NQV) http://novaquestventures.com/ is the latest business
formed by Michael Sauvante and his wife Pati Carlson. The principle purpose in
forming NQV was to have a vehicle in which they could take their 30 years of en-
trepreneurial experiences and share them with others who would like to go down
that path as well.

This eBook, So, You Want To Be An Entrepreneur? is the first step in that objective

and the two websites http://novaquestventures.com/, and http://resourcesdim.com/ are
the next steps.
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