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Home-Based Business for Beginners



How to Start a Business on a Shoestring from Your Own Home 







If you want to run your own business out of your home, this book will provide you with all the information you need to get started. Learn about the tax and other advantages of running a home-based business. But also be alerted to some of the disadvantages including finding good employees and your legal liabilities.



You will learn where to find products or services to sell and how to develop your own products. Then get help in finding out if there is a market for what you have to offer.



Take a look at different forms of operating your business from a legal viewpoint and how these could affect your ability to obtain financing. Look at the practical side of handling pick-ups and deliveries.



This book will take you on an extensive tour of ways to advertise and market your products or services. It covers direct mail, telemarketing, fax broadcasting, using newspapers and magazines, yellow pages and trade directories. Learn how to decide whether it is worthwhile to participate in trade shows, fairs or flea markets. Then consider some of the aspects of house parties and door-to-door selling.



Take a look at permission-based e-mail and e-newsletters and the importance of push versus pull technology.



Learn how to create your own Web site. Take a look at some Web authoring software packages. Then find out how to create your own Web store and some of the software that will help you do this. Find out how to let potential customers find you through search engines and how to use Search Engine Optimization (SEO) to your advantage.



Find out whats involved in selling at eBay auctions and how to set up your own eBay store.



Finally, consider the financing of your home-based business and whether you can bootstrap your way to success.
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Chapter 1



The Home Advantage











A Popular Idea



IDC, a national research firm based in Framingham, MA, estimates that there are between 34.3 and 36.6 million home-based businesses in the USA. Indeed the US Small Business Administrations Office of Advocacy estimate that more than 12% of all US households operate a home-based business. That means than on average, one in every eight homes you pass on a street operates a home-based business.



Recent numbers for Canada are hard to come by, but in 2003 there were 1.4 million home-based businesses according to Western Economic Diversification Canada, a Federal Government agency.



You will not be alone, if you are thinking of starting your own home-based business.





Home-Based Businesses are Survivors



According to the US Home-based Business Institute, if you operate a home-based business you are more likely than other business start-ups to survive the initial three-years. This is a critical time, because if you cant survive for the first three years; youre not likely to survive much longer. Indeed, the Institute found that 70% of home-based business make it through this period, compared to only 20% for start-ups that were not home-based.



You certainly dont need a Ph.D. to figure out why the survival rate of home-based businesses is much higher than that for other start-ups. Youve got to live somewhere, so if you can run your business off your kitchen table, you can save an awful lot of money on rent, your time to commute to work, baby sitting charges, and so on.





How Legal is it to Work Out of Your Home or Apartment?



Most residential leases prohibit the use of premises for business purposes, however, many landlords will turn a blind eye so long as the rent is paid on time and you dont disturb the neighbours. If it is a high traffic business, such as retail, where there are people constantly coming and going, there is likely to be trouble, especially when the neighbours start to complain.



Also, watch those municipal bylaws and zoning regulations! These are designed to restrict business to regulated areas and prohibit it in others. So if youre not in an area zoned for business, you are theoretically breaking the law. Again, if you dont flaunt it with lawn signs and lots of people coming and going, the chances are that nobody will notice.





Tax Advantages



Dont forget that there are some tax advantages if you use part of your residence as your principal place of business! You can use the rent relating to that business area as a legitimate business expense.



Be careful when you calculate the figures. The Canada Revenue Agency has become very finicky in recent years. They now want to calculate how many hours you use certain portions of your premises for your home-based business. Obviously, if you have a room or certain rooms dedicated as offices, I feel that it would not be unreasonable to claim these on a 24-hour basis but I am not sure that the tax man will necessarily agree, so best to check with your tax accountant.



Also, the tax man wants to know what portion of your utility bills, municipal taxes, etc. are being claimed as business expenses.



If you use your car or truck for business (as well as pleasure) you can claim those expenses which relate to running your business. This includes insurance, repairs, lease payments. Again, your friends at the tax office have become very finicky, so my suggestion is to keep accurate figures of all your expenses and the number of miles or kilometres you logged up on business and where you went. Keep these for when you complete your tax forms or for your accountant.



You can also write-off a portion of your entertainment expenses, provided that these are directly related to furthering the business. The portion that is allowed will vary from jurisdiction to jurisdiction.





Save on Commuting Time



Ive run my own home-based business for over 22 years and one thing I love about it is the short commute time from the breakfast table to my office which takes about 30 seconds. Public transit cant get you to work that fast!



Indeed, Statistics Canada estimated that for the year 2005, the average worker spent the equivalent of 12 full-days a year getting to work and returning home. The US Government claims that Americans spend over 100 hours per year commuting; which works out to about the same if you base it on an 8-hour work day.



Not only is an incredible amount of time wasted on commuting, there is the cost of the transit fares which seem to keep going up at a relentless rate. If you know people who drive any significant distance to work in their SUV, I am sure you will hear them complain bitterly about the price of gas at the pump; not to mention the cost of parking.



Then of course are the hidden costs. Being stuck in traffic for hours getting to work is hardly conducive to making a great day! In fact, it probably increases your blood pressure, stress and other health conditions, not least of which is breathing in all the vehicle exhaust fumes.



All I can say is that I feel a lot of sympathy, when I look out of my window on a winter rush hour morning and look at row upon row of vehicles, bumper to bumper, slip sliding their way to work in the middle of a snow storm. Time for another coffee!





You are Your Own Boss



You are accountable only to yourself, however, this only applies if you are a sole proprietor or run a limited company without other shareholders or a board of directors.



Probably the greatest advantage to running your own business is the sense of self-satisfaction that you can obtain from running your own show. I can certainly relate to this myself, after five years as a financial analyst in the stockbrokerage business. While there, I found that hardly anybody would praise me when I made a good call, but they heaped on piles of scorn anytime I made the slightest error. I think I had a pretty good record and I worked very hard and in the end it wasnt the pay, but it was the people that made me quit the brokerage business for good.



If you work for somebody else who doesnt appreciate what youre doing, Im sure that you will feel the same way as I did. There will probably be many times when you ask yourself why am I working for these jerks? This is the time when your own home-based business can make a lot of sense as a career alternative.



Your level of stress may also be less. I remember a number of years ago hearing about a study conducted on a number of big corporations in which they found the presidents of the companies had far fewer heart attacks than the vice-presidents or other managers. The president, being in charge, can download his workload to subordinates and it is these subordinates that are in the pressure cooker for getting things completed.



Once you get your business onto a stable footing and you find yourself madly trying to keep up with a rush of orders, you will start to feel a sense of deep internal satisfaction that you have created something worthwhile. Hopefully, the advice contained in this book will help you reach that stage.






Chapter 2



The Home Disadvantage











Home, Sweet Home!



If you are running a home-based business, its no longer home, sweet home but home, sweet business!



When friends drop in, there are boxes and file folders all over the living room floor. Their two-year old goes on a search and destroy mission and pukes all over the advertising brochures youve just got back from the printer. 



Neighbours, who are dying of curiosity, and have nothing better to do, come over to be entertained and while away their time.



Yep! You got it! Youve got to develop a thick hide! No crawling babies, no social chitty chatting! Youre running a business!





The Fridge!



Your fridge can become your worst enemy, especially if you are prone to gain weight. Your favourite ice cream is just a few seconds away on a hot summers day! Put a lock on your fridge with the sign ONLY TO BE OPENED AT MEAL TIMES. 


The TV!



Your favourite soap is on. Why not take a break! Then something else comes on that you would like to watch....so on it goes!





The Self-Discipline to Work at Home



You need self-discipline if you are going to operate your own home business. There are too many distractions that make it is easy to lose your way.



I have even heard of some individuals who will dress up in a suit as if they are going to the office, just to give themselves the psychological support to feeling that they are at the office. Frankly, I find a pair of shorts and a tee-shirt quite satisfactorybut then thats my choice.





Dont Become a Workaholic!



The opposite of what I have just described, is when you become so engrossed in your new business that you go at it day and night without a break. In your enthusiasm, you become the ultimate workaholic.



On a personal level you will probably find that your new business consumes all of your time, leaving very little for family or social affairs. This can place a considerable strain on the relationships with those around you and it is something that you should consider before you embark on any new entrepreneurial adventure.



In order to succeed, youll have be prepared to make a lot of sacrifices. Most of these involve the amount of time that will be required to make your business grow. You will find that running your own business is not a 9 a.m. to 5 p.m. affair. It involves very long hours and it is not uncommon for business owners to put in 80 hours or more per week. This is something to think about if you have heavy family obligations or other responsibilities that would prevent you from putting in the hours that you will need to turn your business into something that is profitable.



Maybe a workout at your local gym, a walk in the woods, a swim, a game of golf will help you retain your sanity....and your health.





No More Regular Pay Cheques!



As a home-based business owner, you are going to miss receiving a regular paycheck. What you do in your own business and how successful you are at it will determine what you make financially. If your business is not profitable, or if you have to plow all the profits back into the business in order to sustain its growth, you may not be able to pay yourself any salary. It may take you many months, or even years until your business is generating enough money to let you draw a decent salary. This in turn, means that you have to have enough resources to sustain yourself during the initial start-up phase.





The Challenge of Finding Good Employees and Meeting Payroll



You may discover that it is a challenge to find employees who will be loyal to you during the start-up initial phase of your business. In my experience, most employees are just interested in the cheque on payday and unless they have some interest (in the form of ownership or some kind of participation in your companys profits), their loyalty is as fickle as the next job offer from some other company. Indeed, finding good employees is one of the most critical challenges you will face as a new business owner.



As business owner you also have a responsibility toward your employees. Thus, you have to make sure that there is enough money in the bank to cover every payroll. This could make you sweat blood if you find that there is hardly enough money to pay your employees. Believe me, they will walk out the door the instant they get wind of the fact that your business is in financial trouble. So, as somebody once remarked to me many years ago, the initiation for any new business owner is being able to meet the company payroll on a regular basis.





Liability Insurance



As boss, youre also responsible for the safety and proper working conditions for your employees. If these are not met, you will find government or municipal officials swarming down on you like killer bees. This reminds me of someone I know who runs his own business and who operated a forklift that was powered by natural gas. For some reason the fuel was not burning properly and was emitting poisonous fumes. This resulted in the plant being shut down and all the employees rushed in an ambulance bus to the nearest hospital for examination. Subsequently, the inspectors gave the owner a very hard time for not providing a safe work environment for his employees, even though the accident was caused through no fault of his own.



As owner, you have to be prepared to accept responsibility, not only for the work environment, but also for the products or services which you produce or offer. You are also responsible for the actions of employees. Thus, if an angry employee punches a customer in the nose because they were complaining about something, you, as owner of the business, could also be held legally responsible for the action of that employee.



The same thing would apply if a customer comes to visit your home-business location, and trips on a loose paving stone leading to your front door (assuming it is on your business property), you could be sued for the medical expenses incurred by that customer, together with any damages that the courts may award. In the event that the customer badly smashes up his knee and suffered a disability for life, such damages could be very substantial.



I remember a case in a business that I ran a number of years ago in which we had installed a security surveillance camera in a jewellery store which took a picture every time somebody entered the store. It was the responsibility of the store owner or manager to replace the film in the camera at certain regular intervals when the film roll had been used up. It was therefore with some surprise that I found myself, as owner of the business, being sued for some high-priced figurines which were stolen by a shoplifter, on the basis that the camera had malfunctioned at the time of the theft! Eventually, it turned out that the store manager had not replaced the film ever since the camera had been installed! We were able to prove this in court and the case was dismissed.



I relate these stories to show you that, as boss, you have a lot of responsibilities. In the case of the jewellery store theft, I carried liability insurance for my products and the insurance company provided me with a lawyer to fight the case on my behalf. However, it still took quite a lot of my time to defend the action, since it was in an out-of-town location. The moral of this story is to carry adequate liability insurance for your business and to make sure that your personal financial affairs are arranged in such a way as to protect your financial assets in the event that a successful court action is levied against you. Such arrangements could include the transfer of major assets into the name of a spouse or to consider placing funds in a foreign location, such as a tax haven, which could also act to protect you in the event of unforeseen litigation.






Chapter 3



Where to Find Products to Sell











Ideas Abound!



I will now show you a number of ways in which to get ideas that you can use to find products to sell through your home-based business. If you have already made up your mind on what you want to do, you may wish to skip this section.



Basically, there are two approaches. The first, is to buy products which have already been manufactured by purchasing them at a low price with a view to selling them for a higher price. The second, is to make your own products and sell them, with the objective of making a profit.



Ideas abound around us and the key to finding something that would be a good fit for you is to go through an initial process of self-examination. You would probably like to work at something which you enjoy even though it may involve a great deal of effort. For example, if you love the outdoors and nature, you might want to take a look at camping equipment. Equally well, if you enjoy golf, you might want to take a look at products which relate to that game.



Let me offer you some suggestions on ways to get ideas. The following sections do not cover every possibility, but they will certainly give you a good handle on how to get started. My advice is to select those which offer the best chances of finding something that fits in with your interests and your skills.



You may find more than one area which would be of interest and I would suggest that you list these. There is certainly no harm in looking at a variety of different areas and in the following steps I will try to help you in doing market research into these areas and to establish which ones would be the most profitable for you to enter into.





Trade Shows



In my own experience, I found trade shows to be a tremendous source of inspiration for new ideas or for ways to make your own products. This is especially true in the gifts and crafts area.



Essentially, trade shows are of two types. There are those that are open to the public, such as many of the sportsmans shows, food shows, home shows and gardening shows, etc., and these are held (usually on an annual basis) in major centres around the country. They are easy to gain access to... all you have to do is pay the entrance fee and you are admitted.



The other type of trade shows are those which specialize in specific industries or services and are intended only for people who work in these areas. In other words, admission is not open to the general public and for that reason I would strongly suggest that you prepare yourself by registering a name for your business and have business cards printed with all your contact information. Often, a business card is all that is needed to gain admission onsite, however, there is usually an admission fee.



An alternative is to contact the show organizers in advance and request a show registration form which you can complete and mail or fax back to the organizer who will then mail you your admission badge. In order to contact the show organizers, I would recommend that you visit your local reference library and they should be able to supply you with directories of trade shows that are held both in North America and throughout the world.



In the past, I visited many trade shows in Europe, and I have found these to be a great source of inspiration for new ideas or for the creation of new products. Also, many of the products that were on display were not available in North America and this offered many opportunities to import these products. So, I would strongly recommend some foreign travel, if you can afford it, because the further you get away from home, the more you are likely to find products that have not already been developed in your home market.



Many of these trade shows are gigantic in size and I would highly recommend that you plan your visit carefully. Some show organizers will mail the exhibitor list in advance or alternatively you can obtain it when you register at the show opening. My suggestion is to go through the list of exhibitors and carefully select those whose products or services that are of interest. You can then target those companies. To make this easier, most trade shows include a booth layout plan in their exhibitor catalogue which permits you to plan your visits in an organized fashion.



Another alternative is to spend the first day (or two) quickly visiting all the booths without getting involved in any detailed discussions with the salespeople, and make notes on which booths contain products or services that would be of interest to you. In the evenings, you can go through any literature or sales material that you have obtained from those booths and further narrow down your choices. Having done this, you can visit just those companies that meet your criteria and get into detailed discussions with them. Dont forget to exchange business cards and also be aware that the people manning these booths are trained salespeople who want to close the sale, so be on guard and do not commit yourself to anything until you have had a chance to do your own research and investigate the area more thoroughly. In the next Chapter, I will show you how to do this.



When you get back home after the show is over, I would recommend that you go through all literature that you collected. Carefully select anything that would be of interest, even if it involves competitors products, because such information could be very valuable to you later on. Organize the material and file it away.





Trade Magazines



Once you have selected the area or areas that you are interested in, I would strongly recommend that you subscribe to the trade magazines that relate to that area. The publishers of many of these magazines will also have booths at the trade shows that relate to them. If you subscribe at the show you may be able to obtain such magazines at a discounted price or for free provided you meet their circulation criteria (i.e., that you are actively involved in that industry or service since your subscription is being subsidized by the paid advertising contained in the magazine).



I would also suggest that you visit your local reference library which will probably have a number of trade magazines on display. Alternatively, they should be able to provide you with directories that will list such magazines. Many of these directories are designed to provide information about advertising rates, however, they will also provide you with contact addresses, phone and fax numbers so that you can subscribe.



Dont forget to look at foreign publications relating to the area that youre interested in. Thus, there are many trade publications in English that come from Hong Kong, Taiwan, the United Kingdom and other English speaking nations that will give you a different perspective on the area that is of interest to you.





Visit Retail Stores to Get Ideas



The shops in your neighbourhood can be a great source of inspiration to create new products. Visit your local shopping mall and you will find millions of ideas for products that sell. You will also see many successful chains that are leaders in their field. These will give you some idea of what is involved in merchandising and selling products.



I would suggest that you take a small notebook with you and make notes on products or stores that are of interest to you. Be careful not to do this blatantly in front of sales clerks, but rather do it discreetly after you have exited the store. Also, do not attempt to photograph anything, especially in shopping malls, since you will attract the attention of mall security very quickly. Simply put, retailers welcome you as a shopper but can become very hostile if they feel that you are spying on them.



Again, if you have the money to travel, it would be a good idea to examine the merchandise in stores in foreign countries, since these can be a great inspiration for new products that are not available in your local market.





Catalogues



There are literally thousands upon thousands of catalogues available. I would classify these into two broad categories: those put out by catalogue companies that are selling merchandise which you can purchase directly from the catalogue and those that are put out by manufacturers, distributors, or wholesalers which contain information for those further up the distribution chain. Thus, a manufacturer of widgets might produce a catalogue which describes the full range of widgets that are produced so that businesses which sell widgets can be made aware of what is available and how to order them.



Again, depending on your interests, you can obtain copies of these catalogues. The easiest to obtain are those put out by the companies selling merchandise, since most of them would gladly send you a copy upon your request in the hope that you will become a customer. The more difficult types of catalogues to obtain are those put out by manufacturers, distributors or wholesalers since, these are restricted to existing customers or potential customers and you will have to have a pretty good reason in order to obtain a copy.





Drop-Ship Arrangements



Quite a number of manufacturers will offer drop-shipping arrangements. If you sell one of their items, they will ship it to your customer directly and you will pay them usually at a wholesale or discounted price. This works well in theory, but in practice you are placed at the mercy of the company doing the drop-shipping, since there may be delays in shipping the item, and in most cases you have little control over another companys shipping department.



You may also find many other people who have also entered into drop-shipping arrangements with the same company and you may be faced with a lot of competition; which will tend to make your profit margins very slim or non-existent. 



One drop-ship arrangement which I would strongly advise you to avoid is one which levies warehousing fees to store the items to be drop-shipped.



So, my advice is not to jump into any arrangements until you have thoroughly investigated them and test the market first before jumping in with both feet.





Advertisements, Brochures and Fliers



Most homes are inundated with unsolicited advertising in the form of brochures and fliers which extol the virtues of some product or service. The fact that people in your local area are making money offering these products and services, should alert you to many potential opportunities that you might not otherwise have considered.



Also, when you are reading a newspaper or magazine, pay attention to the advertisements. These may display new products that could be of interest to you.





Hobbies



If you already have a hobby, such as stamp collecting or collecting antiques, you might want to consider developing this further into a business. There are many advantages to doing this, because you will already be familiar with the area and you will have less learning to do in order to get started. You will also be familiar with the current methods of selling and distribution.



Another advantage with developing a hobby into a business, if you are already working somewhere else, is that you can start the business slowly in your spare time until it has developed to such a stage that it can support you on a full-time basis.





Libraries



Your local reference library should be a goldmine of ideas and opportunities. Most reference sections contain directories of manufacturers, service companies and many specialized areas which are full of information that you can use to develop your own ideas.



Aside from directories, many large libraries have extensive business sections, and you may very well find books written by authorities in your area of interest.



Many big libraries also subscribe to leading trade journals which you can examine. Even if they do not have anything relating to your area of interest, they will probably be able to supply you with a directory of trade journals (as discussed earlier).





Foreign Trade Commissioners



Whilst the embassies of most large foreign countries are located in Ottawa or Washington, consulates are often located in major cities around the country. Most of these have trade attaches who are responsible for developing trade opportunities with their home country. Such attaches can be a valuable source of information for companies that are seeking local representation.



In addition, many consulates also maintain a small reference library with directories from their home country. Because of security concerns (associated with bombings and demonstrations), you would be well advised to make an appointment in advance with the librarian.





Telephone Yellow Pages



The sections in your local yellow pages are full of business ideas. If you skim through the pages, you will likely come up with many ideas which fit your criteria.



If you have access to a large reference library, you may find that they have yellow pages for many major cities and possibly for some overseas cities as well. It may well be worth spending a day going through these directories because you will find all sorts of ideas for products to sell through your home-based business.





The Internet



The Internet is akin to a huge world library with information on millions upon millions of topics. I would very strongly suggest that you take the time to surf the World Wide Web and use the search engines to select the areas that youre interested in.



You will also find that many companies have their own Web sites which contain information about the products and services that they offer. Again, these can be great sources for ideas.





Buy on eBay Wholesale and Sell Individually



Several years ago, eBay introduced its wholesale categories and they have since enjoyed phenomenal growth. Basically, these allow manufacturers, wholesalers, distributors and retailers to sell large quantities of identical items. Most of these sell at significant discounts to their suggested retail prices and could be a fertile ground for acquiring products to sell on a one-at-a-time basis on eBay auctions. Again, you really need to know the product area well and do your research properly.





Just Look Around You!



In the above text I have covered some of the more obvious ways in which to get business ideas. I am sure that, if you work at it, you will find many more and my advice to you is to keep your eyes open and look around you! You will find business ideas almost everywhere.





Other Books



Productive Publications also publishes other books on getting ideas for a home-based business, such as Don Lunnys excellent book: Can You Make Money With Your Idea or Invention? and newspaper columnist, Barbara J. Albrechts title: MAKE IT! MARKET IT! BANK IT! Over 100 Ways to Start Your Own Home-Based Business. 



You can find details online at the following Web sites:



Canadian Web site: www.ProductivePublications.ca 

American Web site: www.ProductivePublications.com





Store Your Ideas



Even if you have selected an idea, it is still worthwhile maintaining a filing cabinet (or even a cardboard box) containing the other ideas which you have collected. In the event that you have selected an idea which does not work out, you can always fall back on the others which you previously collected.





Make Your Own Products



From the above discussion, it is obvious that you have two basic choices: sell products made by other manufacturers or individuals or make your own and sell them.



Many people can make a successful living selling crafts which they have made themselves. This could be quite risky if you have to invest in equipment and materials to manufacture your product when there is no guarantee that your product will enjoy a long life span. If your product is very specialized and not widely used, and you keep manufacturing only that one item, you may discover, as you offer more and more of it, you drive down prices to the point that it is no longer profitable to keep manufacturing it.



My suggestion is to select a product which requires relatively little capital outlay and whose production you can gear up or down in accordance with market demand.



Thus, if you make ceramic Christmas trees, you may want to have lots of inventory on hand leading up to the holiday season, but scale back on production in the spring.



One serious challenge which you will face if you manufacture your own products and offer them for sale is that you will suffer from a lack of brand recognition. Conversely, a new Panasonic digital camcorder Model Number Bla Bla is a recognizable item which is backed up by the Panasonic brand name.





Negotiating Prices for Resale Items



You will have to be very hard-nosed when it comes to negotiating the price you are willing to pay for items for resale. For example, if you are offered a truck load of Super Widgets at a half price of $50 each, you may feel that youve got a bargain only to find later that the same Super Widgets are selling on eBay for bids that close at around $40 each, which could generate you a nice loss of $10 each! 



My advice to you is to conduct lots and lots of research; get to know your market niche very well and be prepared to walk away from deals where you are unsuccessful in negotiating a price which could generate a profit for you.





Selling on a Consignment Basis



One way to reduce your risk, would be to locate manufacturers or distributors who will allow you to sell some of their items on a consignment basis. In other words, you dont purchase items from them until after you have sold them.




End of sample
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