CONSIDERATIONS IN THE ESTABLISIHMENT AND OPERATION
OF A SMALL BUSIRESS ENTERPRISE

Presented to the Graduate Counedl of
Southwest Texas State Teachers College
in Partisl Fulf{llment of

For the Dagres of

MASTER OF AWYS

ard K, MoCalment, B. S,
(Bloomingdale, Indiana)

San Maroos, Texas
August, 1948



ACKHOULEDGHENTS

My sincere thanks go to Dr. Alvin Musgreve, and Dr. Pat Horwood,
vho as members of the writer's thesis oommitties, were very coopsrative
in helping to get this paper yeady to present to the graduate school,

The writer is deeply appreciative for the help received from Mr.
Bay L, Miller, Reglomal Director of the Department of Camerce at
Dallas, Texas, for his material.

And to my good friend, Mr. Tom W, Nichols, vhose help was s0
valuable in selecting materials, this paper is dedieated.

Willaxd E. MeCalment

San Maroos, Texas
Augnst, 1948



Chapter
I.

II1.

III1.

TABLE OF CONTENTS

PART ONE

ESTABLISHMENT OF A SMALL BUSINESS ENTERFRISE

mmDUCTIO' 660 8208600080020 08800C00000do0sstoassye

A,
B.
C.
D.

Pum’e Of the study (AR RN R ENENEEENEE XN R NEDRN N ]
Iﬂport&n& Of the Study [ EEA A E R AR NEENERENRENENNSE N ]
Lmt&tion’ and mrmtion. I FEEREEENRENERER N B ]
*thod’ Of Pm“dm [ AR AR N EE R RN A RN ERENERNENRN N

CHOICE OF A BUSIESS 9060000300800 080000%00080800208

A.
B.
c.
D.

Introduetion cceecccccccccescececccccssscece
Natural Lppal 906sevscsescessccecrcsncseccee
Heed for the Business ..cceccectecoccccesccse
m1ning Consideration® ccececccveccssceccsce

HNANCI!G o? THE Emms! 2008306000080 008s0000s

A,
B.
C.
D.

Amyﬂi' of the Capital Requimnt' scccsoe
Orga.nisation of the Business ccccecccccccens
Finanelal Aid to Business ..eccccccecsccocscs
Credit Policies seecercccoccesccccccnceccnee

LOQTIOl oFmBUSINESS  EE RN EE AN RN N EEAEENNERENRNNHN]

A.
B.
c.

ro Buld orm [ EEEEENNNNNEFNNNERNNNENENNENNR ]
Choice of Town and Looation seccccescscesces
Traffie sur"y 9060000000000 ¢000008cs0c00000s

iv

4
3

VORI O Vi -NN N

B

e
[

3= S
O 0

p3



Chapter
v.

Vii.

VIII.

PART TWO

OPERATION OF THE BUSINESS

mm ms [ FE N E NN NENNENEEANENNNENEEESE XN N )

A. Dutles of the Employer and Employees cccccses
B. Promotion Policies cececcccccsseccccsccancene
Ce Foreoasting 00000009 000000000080 00820000 0S

PURCHASING CONSIDERATIONS seescceccoscecccccccsce

A. Types of Purchases and Their Advantages .....
B. Sup‘ply chmg $00080060cs0000tsssrtscossOr
Ce Precautions ceceecececcecesscsccccvecssccensss

ADVERTISING AND OTHER PUBLIC RELATIONS eccevccesee
A. Advertising-—‘ﬂll it Pay? R
B. Community Activities Helpful to Business ....
c. modﬁll [ AN FENENEENNENNEFEENSERNENN N ERNENNENENEN XN N
m m mnmusxons [ I AR R ENNERNNE N R NN NENNE N NRENE N ]
A, Summary of the Problems ..ceceecececssccccess
B. Operation of a Business seevecccocceccscsscnse

Ce Conelusglons cessecccsscescccsccrcncscsnsscone

‘mme 0088300000008 90 0800000000008 00co000PRRNSD

BmLIomm ([ ER A EEENENEEEEERENEEEEE RSN E RN ENNEENERS ]

Page

28
31

35
35
38

40



Table
)

p o

Iv,

LIST OF TABLES

SURVIVAL RATIOS IN 1939 OF THE 1929 OPERATING
ESTABLISHMENTS, BY KINDS OF BUSINESS sesecceesncs

CAUSES OF FAILURES~OWNERS' VIEW VS,
CREDITORS? VIEW sesracovasusesesnseestssosssssse

ma LIST mR W ‘ m SESHONGELONDPOESS
FINAL CHECR LIST OF THINGS TO BE REMRMBERED .4ee

s 88 B §



RCRITZATIOR OF A BRIL




CORSIDERATIONS IN THE ESTABLISHMENT AND OPERATION
OF A SMALL BUSINESS ERTERPRISE

CHAPTER I
INTRODUCTION

Ae Purpose of the Stady

The purpose of this study is to list and disouss the rroblems in-
cldent to the establishing and operation of a mmall businsss enterprise,
Only the wost salient problems will be discussed.

B. Importance of the Study

This study seeme espooially spmrorriste at this tims, Sinos the
outbreak of World War II the production of consumer goods has been
sither ghut off, or regulated to a more or less degree hy the govern-
ment, Thousands of smmll retail concerns were forved to olose shop be-
cause of falilure to obtein merchandise for sals, The drafiing of
ownars, partners, or mensgers into the ammed services further depleted
the renks,

Approximately 1,000 small business concerns are foroed out of
tusiness every day. Nearly 80 per cent of these are performing services
ordinarily considered necessary to our economy. Thirty per cent of
these retail stores have been in operation less than one yeer.'

1y111am R, mﬂmmnmmmm Prineicles of
Business Organisstios, pe 83 ’
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At the pesk of govermment war employment millions of workers were
employed, and to this mmber should be added approximately 13 million
pervice men and vomen., Permanent peace~time jobs for thess millions
of people can materialise only from activities that involve the produc-
tion and distribution of conmmer goods like automobiles, slectrical
appliances, food, housing, radios, household goods, end so forth,

Ae one of the results of specialised military training and of
having seen sctive servios on the many battlefronts of the war, a large
porcentage of men and women are, af'ter being mustered out, striking out
on thelr oum and are no longer willing to work for someone else.

Indeed it is hard to read the daily peper without yeading ebout
nev enteryrises. A careful study of the opportunity elsment in organ~
ising an enterprise might discouruge some from starting at this par-
teular time,

The time for starting a nov tusiness enterpriss is very
important, There is s great adwantage in starting sn eater-
rize aftes a period of faliing prices, that is, vhen prices
have reached their lowest point, While prices are decressing
steadily, meny men quit business or fail. As a8 result there is
less competition after such a period. Aftsr prices have
reached thelr lowest point, they begin to rise and the demand
for goods becomes correspondingly great,?

This study, it 4s hoped, will at least call attention %o the more
salient prohlems of establishing and operating a business and reweal the

pitfalls that rash decisions may creats.

ZBMA.Shﬂt,andw. Hermon Wilson, Buginess Principles
Managepent, p. 6. =



e Limitations and Definitions

Many of the diffioculties encountered in the solutien of problems
in organisation and managemsnt are also listed as the primayy cause of
failure,

The following definitions are given to meke the meaning of the
taxt more understandable:

Organisation: The structure ocombining men, meterisl, and managee—

ment to achieve mission.

Systems A tool of management; & means of standardizing orgeniss-
tion procedures.

Administration: Directs the active opsrations of an enterprise.

Management: An executive funotion within an enterprise that
carries out administrative policies.

Commerece: The distribution of goods.

Industrys The production of goods,

Small Business: A Departuent of Commeree Bulletin, "Small Retail
Store Mortality,® moasured the sise of the firm by the
rmbars of employees. In this survey thres-fourths of the
stores had less than eleven employves and the largest coneern
had sixty employees, Seventy-three per cent of all business
in 1939 wes considered amall business, Of this seventy-
three por cent of all business, forty-five per cent employed

five men or less.



D, Methods of Procedure

A study of business failures has been made by a Senkte Special
Committes,3 The reasons given for failure in this report seem to be
the logloal toplos for disoussion, I have, therefore, chosen soms of
the ressons most frequently listed as ceuses of fallure, and have
brought them together under the heading of Conaiderations in the Ese
tablishment and Operation of a Small Businsas Enterpeise.

%emmtofcmaa, Burewau of Poreign and Domestic Commerce,
%Small Retall Store Mortality,® Series 22, 1943.



CHAPTER II
CHOICE OF A BUSINESS

A. Introduction

Business 1s a great adventure if one has chosen the right field,
Undoubtedly "the thrill of a lifetime® comes vhen one opens the door
of his own business for the first time,l

William Benton, vice~president of the University of Chicagno,
encourages men to strike out on their oun. He gives several examples
of owmers of amall enterprises vho have succeaded in gotlting their
buginess to grow into & large enterprise.

Big buainess did not build the wealth of this country.
It wms individual, hard=hitting, and herd=working men who
built it. These men started small, independent, ocompetitive
businssses. M&eﬁoldblattbaysmthcmt&rﬂmn
Field store in Chicago, they might have agked themsslves,
“"What ehance have we got to own an institution like thetl®
and then have contented themselves with lifetime joba behind
the coomnters ae»

Before the war and after the depression young men evorye
vhers would display timidity that would have lost the coumtyy
to the Indisns a century and a half agoe wee

Young man, don*t let the elders tell you that the frontier
is closed, To the young man who is afyaid, it has alwmys been
closed, If ever a decade seomed made to order for those raring
to strike out on their own it's the decade that's coming up
after this war.?

3rred 0. Rost, Going into Business for Yourpelf, pe 3.

b .
“¥illiem Benton, "Youag Man, Be Your Owm Boss," Reader's Digest,
September, 1944, Vol. XLV, p. 269.

6
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Everyone hoping for success should have some advantage over his
sompetitors. It may be experience, capitsl, knowledge, or special ine
terest, The aspiring business-man ghould, if possible, select s business
for which he has & special "feeling," This extra incentive may well be
the mergin of safety that will inswre his sucocess,

Same of the successful retailers worked after school in a drug
store, or in the corner grocery store, The more sucosssful geruge ouners
are those who as boys tinkered with toys, and hung around the garage
plcking up mowledge. The radic shops are often owned Ly the boy that
would tinker with the family redis, And many of the more sucocessful
book shops sre ownsd by what Pellow students often oelled "hookworms,"3

Ons of the first and most important steps, therefore, 1s 10 analyse
yourgelf and find the clus to point the way to adventure in business.

Spriegel lists seven reasons why a pearson starts his own business,
They ares

1. Peopls like to be their own boss,

2. Social approwval that acoompanies initiative,
3., Profits vhich must be had,

4s Personmal satisfaection in getting ahead,

5¢ Opportunity to render a service,

3rred 0. Rost, gpe gite, pe 15.



6. Livelihood=-necessity hes mothered many a small plant,
7. Powr and protection in being self sustaining.é

Sueccess in a new venture depends upon education, experience,
capital, mavagement, interest, and economic conditions,

Ce JHeod for the Business

An easy rule to start with is the old edage that "he who sexves
best, profits most." To serve beat one should exsrcise careful cholioe
in choosing and sterting an enterprise, If one will look around he
will find that those coneerns vhioh have the shortest lives are those
vhich try to sell something which renders no resl service to the buyer,
or those vhich try to greb the passing dollar without giving something
in return,

Williem R. Bassett, chalrmen of the board of Miller, Bassett, and
Company, Incorporated, states the foregoing prineiple of business in
this way:

o UL S I T e L et

or vhether you sell insurance, legal advioce or en ring
ssrvice, you will proaper as you serve same need.

After searching for a naturel sppeal in business and after realising

448114an K, Spriegel, and Ernest Coulter Davies, Prineinles
Bustnoss Orgmnisatice, pe 80, y %

5uilliam R. Bassett, Taking the Guesgwork OQut of Dupiness, p. 171.



that to prosper one must serve, one should msle a2 survey to see if
there is a need for the service, If there are ten berber shops in a
mmﬂutmmaﬂwmitumﬂd:beqnﬁeaﬂskbstutm—
other shop, A new shop would have less than an even chsnoe to succeed,
Before an enterprise oan succeed, it must be given a shance to perve,
and in an overarowded situation as in the case of the barber shops
mentioned above, it wuld have an up-hill climb,

De Training Considersations

Assuming that the natural appesl is present, and that the nesed
of the servioe exizts in a commmity, the next very important step is
to consider vhat training or compensating experience is necessary.

The business world is full of exmmples of men vho have sucoseded
vith 1itile or no formsl education,

The vision that an enterprising man has will compensate for much
study, The ability to btulld from vhatever is sveilable ig the one
charesteristic that is coomon in all success stories. One man looks
at the fects and shakes his head; another, as Henry Ford, visions a
poor man's oonvenience--with the prioce in reach of almost everyons,
fle had the coursge to attempt a creation, and the Ford antomobile is
the result.®

But modern day enterprise has so wany remifications that knowls
edge is neceasary if success is to be expected. Perhaps the owmer or

6pred 0, Rost, ops gite, pe 10.
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the planner does not have the knowledgee-then he may have to pay dearly
to employ someone that does, Tax forms must be filled out, umemployw
ment compensation figuves must be kept for the govermment, property must
be purchased or leased, trends and prices must be considered, sxpansion
mist be plenned, snd advertising may be nseded,

Fot every successful business men will give any points, or favers,
to a college greduste, Witness the statement by Charles MeCormlek,
President of the very successful food mamufacturing fimm of MoCormiok
and Company, of Baltimore, Maryland:

In the classroom, however, in many cases, the college
student ia taught to sonsider erronsous radieal theories as
facts, and much that doss not square with truth. Frequently,
he is imbued with queer and impossible impressions es to busi-
ness prineiplss. If he has taken a course in usiness ad-
mninistration, he is likely to believe that he 13 equipped to
mmn the vhole show and 1s entitled to begin in a position pretiy
close to the tops «+¢ Usually vhen a young man Just out of
college applies to our company for a position, he asks, first,
vhat his salary will be., ... we start the college men at the

bottom, at the lowest job that is Feant, or 1f he is promising,
w make 2 humble job for him, ...

The very heavy present~day school enrollment is ample proof that
the average American does not believe the same as does Mr, MoCormick.
Sghool enrollment is at en sll-time high, sndt now, more than ever bee
fore, the school is trying to prepere its graduates for ths Jobwnot
& Jobs

¥Charles P, MaCormick, Multiple Management, pp. 67=69.




CHAPTER IIX
FINANCING OF THE ENTERPRISE

A, Analysis of the Capital Requirements

When s prospestive buainess man chooses his line of work, the
advios on how to choose ean be given fresly ainsce it apriies to =il
businesses, DBut wvhen finaneing the enterprise is mentioned, all
generalities should cease and sach case should be judged by itself,
There are a few things vhich may be mentioned that will help wern
about coming expsnses,

Stores that requive & large initial capital seem to last longer,
Liquor stores last an average of four years vhile hardware stores
have an average life of twenty yeers, Of the 1,476,365 retail es-
tablishments operating in the United States in 1929, roughly one-eighth
were out of btusiness within one yeer, onowthird within thres years, and
one~half within ten years.l

Stores vhich sell Junwnry goods have a shorter life than stores
vhich sell necessities, This was brought out in the Department of
Comnerce Bulletin just mentiomed, See page 12 for Table I shouing
the perosntags of businesses operating In 1929 that were still oper-
sting in 1939. The depression of the early thirties distorted the
mortality figures to some extent,

1Depertment of Commerce, "How Long do Retail and Wholesale Estabw
m;:mmmmwm@m)m&&
Pe .

n



TABLE X

SURVIVAL RATIOS IN 1939 OF THE 1929 OPERATING ESTABLISHMENTS
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230urce s Department of Commerce, op. glbte, pe 50.
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It 1s interesting to review at this point, the causes of busie
ness failures as expressed hy the owners' opinions compared with the
causes sxpressed hy the oreditors' opinions.

TABLE XX
CAUSES OF FAILURES-~OWNERS'VIEW ve, CREDITORS" VIEW
Causes of Failure Causes of Failure
(Owvmere* opa.nion) {Creditors' opinion)
Business depression Inefficlent management
Insuffioient capital Dishonesty and fraud
Compatition Insufficieont sapital
Adverse personal fastors Business depression
Decline in value of assets ‘Adverse personal fastors
Badedebt losses Bad-debt losses
Inefficient manapgsment Competition
Excessive overhead Exoessive overhead
Poor location Too rapid expansion
Losses from speoulation Dealine in valus of assets
Change in trading area losses fyom spesulation
Excessive interest Buying on oredit
Too repid expansion Poor business location
Loss from signing notes Decline in yental inoome
Buying on oredit Lack of adequate books
Real-sstate losses Excescive intarest 8

Lack of adequate books Changes in trading area

In the foregoing ldat, tnsufticlent Qf.ptltai was high on each list.
Each business will require different and individual considerations.
Certainly some 4f the more pertinent questions to be answered are as
followss

1. What {ypos of business will be established?

3Bamrd&. snne,mw. Harmon Wilson, Buginess Principles and
Management, p. 8



2, Will the property be owned or rented?

3. What will be the cost of fixtures and machinery?

4e VUhal will be the cost of initial stocks?

5, What vill the monthly peyroll be?

6+ What will bs the monthly operating expense?

7. Shall the business be private ownership, or partnership?
8, How much wages can be vithdrawn Ly each partner?

9., Bank policy, Will eredit be extended to the business?

B. Organisation of the Business

An individual propristorship 1s desirable in maxy weys. hat the
owner makes is his oun, there ig no interference within the enterprise,
no hidden or sscret contracts arise, and each transection is kmown to
the owner, The owner is only responsible to himself.

It 1s not alwveys financially or othervise desirahle to have a
sole propristorship. It is often necessary for purposss of obtaining
more capital to accspt a partner. Howsver, the teking of a partner may
give rise to certain eomplioations. Each partner is responsille for
the aets and contracts of the other. Lisbilities are not limited to
assets of the business. A legal comtract should be dresm up stipulat-
ing, smong other things, the duties, privileges, selaries, coniributions
of each partner, the firm name, location of the business, duration of
partnership, and money or meterials eech pertner oan teke from the
business, Often valuable assistance is obtained Yy taking s partner,
Among these might be additional capital, experience, initiative, new
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fdeas, and additional friends for the enterprise.t

Corporations may be formed. A corporztion is given a name and
oan be sued in court, A holder of a eorporation share is limited in
his loss to the extent of his investment, To form a corporation, it
is advisable to secure legal amsistance in setting up the bywlawe and
filing the necessary registration eertifioates,

A corporation does not necessarily mean big business., Only a small
percentage of the businesses coming under the scope of this atudy would
normally ba incorporated.s

Ce Financial 1id to Pusiness

Thers are many sources of financial aid to business, The smowunt
of aid necessary will of ocourse be determined by the type of business,
the organisation, and the aredit palicies of the firm.

A veteran of the Second World ¥ar will liksly be able to borrow
money sasier from the Reconstruction Finence Corporation than from any
other souroe,

If you are s vetersn of the Second World Var and apply
or other lending institution for a Dusiness loan
tnder the GI Bill of Rights (Public Law 346, 78th Congress),

the Af 1t approves the loan, passes the application on

to .
mend a Veterans Admintistration guarantese, Thewmhemns

that, for any loan up through $4,000, the Veterans Administration
!;uma 50 per cent of the losn sgainst loss. This makes the




Under this plan the bank can lend you any amount it
wighes, with the guaranteed portion still not to exceed

$2,000, If two veterans get together, up to 34,000 oan be

s and 80 on. Inmoan,hmr,ganthomm
portion excesd 50 per cent of the total loan,

Often the 1little stores are the outlets for big mamfacturing firms,
as for example, an appliance store takes the agenacy to ssll certain
elostrioml products, In cmases like this it is especially important to
have carefully drawm contracts to protect the interests of the small
firm,

Banks may usually be depended upon to loan money to a new firm if
Mhﬂmwwmaammmdmnmtomﬂ

A Departmeat of Commeros bullstin lists these additional sources
of aredits

1, Term loans.

2, Installment loans.

3. Loans on secounta receivable,

4e Loens secured by warehouse and field werehouss stoeks,
5¢ Equipment loans,

6. Trust companies and bank trust departmenta.

7. Industrial banking eompanies,

8, Small loan companies.

- Snlaaﬁmno-euumin.s

chcmm Credit Sources for Small Business, Egonomis
(mall Busipens) Serios Ho. 46, pe 25 ’

TIoddes pe 7
81nad., pp. 10-23.
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Ds Credit Folicles

Hodern btusiness could not survive without credit, The business -
man will by from his wholessler and take a fow days after delivery
to puy, and them his own customers will buy and pay later,

Many fims operating on a eash basis have been foroed to extend
eredit to their customers to avoid the 11l-will that would resulit from
a refusal, Other firns make s practice of extending oredit and depend
sate for losses on bed dedia and collection expenses,

Willism Sperdegel, Professor of Industrial Managument at Hortinmstern
University, defines avedit as the atdlity or cammcity of an individual
or enterprise to ssoure a present servics or good on the promise to pay
at some future time,”

Somw conoerns got into a predicament where even unlimited cheap
aredit would not provide any lasting help, For exsmyle, obeolets store
equipment can easily offset axy adventagee that an additional sapply of
mdituwldtﬂng—nmhumaftheﬁm&amwgormm

The Departrent of Camerce advises:

nummwmummmm
The most successful large corporetions use of fixzed

capital and operating money and use 1t effi « In fact,

%auuua. and Rrnest Coulter Davies
Businegs Ooem: wm. » Erincinles of




they have to have 1t for efficlenty.s eee
Euvhamﬂdngnﬂetotenmmenmmdub
ditional svedits You need more credit vhen you can use it

Mmtmtoarathem”momum%wmm

the cost of ebtaining the additiona) funds,

The basis of oxedit 1s confidencs, Confidence arises from the rel~-
ative certainty of the three "C's" in credit-wcharacter, capital, and
capaed ty—-ihich are equal in importance. The absence of any one of them
makes the ecredit worth of the individual or enterpriss loaw or non-

existent,  t

10pepartment of Commerce, Serdes Nos 46, Qpe clibes Pe 3¢
Uwi114sm R, Spriegel, and Ernest Coulter Devies, gp. gite, pe 165.



CHAPTER IV
LOCATION OF THE BUSINESS

4., To Build or By

By now the prospective business man should be able to asome hime
gelf that there i3 a nesd for his busimess, that he has the persomal
qualifications and interest needed to opovete 1t, and that he has the
needad capital or mows vhere to get the fMnancial beddng. If any
of thees points are not dlearly settled the prospective bdusiness man
should again take stock of himself, To this point there have been
no losses of momey and no investsent in land or equirment,

The easy way, from a standpeint of lsbor ocutput, is to buy a
business already established, Put many ydtfalls swait the buyer when
this route 1s followad, by is the business for sals? 5o often the
policy of oaveat amptor (1ot the buyer beunwe)} exists.

A fev of the excusss for selling the businsss might well be de-
bunked, Illnesz is often used as such an excuss. In thin ense the
femily dactor should be willing to oertify the fllnsss, If the busie
nesa is gpod, why must strangers buy Sostead of family or frisnds?
Other business intevests are often olaimed., But what is the matbter
vith this tusiness if it 1s a good business? Then the old excuse of
retiring may be used, His income tax statemenits for the last few
yoars will help the Imyer to decide whether retirement is possible,
His financial statements can bo foled, tut the tax recsipts cen

19
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be verified.

In buying an already established business, the price asied will
be 8 direct reflection of the sellers? opdnion of the prospeotive
tuyer and of the worth of the businesse A question that should be
snsvered ia: How 444 you errive at that figuve? Buying a business is
not 1sks ying e horse, You iy & horge largsly by aight, tut ins
head® ready for instant quoting, How much profit wes esrned? To verify
of a business already estublished,l

The most setisfaotory way of gotiing a tusiness is 4o deeide wimt
the business, There are no hidden conteasts, vo illeadll, ro disentie~
flad customers, no doubiful socounts-nothing tut the future of the
business 1teslf,

B« Choles of Toun and Looation

The futute of the business iz often detevmined st the time of
choosing & loocation, . There are good and bad spota for a buainess, and

lpred 0, Rost, Qoing into Business for Yowself, Chapber X,
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there ave good and ted towns, It is especially dangerous at this time
to assume that all toums will remein at their mresent size. Many towns
have hoen mads by the war effort and may be "ghost~touns® in a few
years, A groving town generally wAll have few or no emply stores,?

The city may build awmay from the store, The trend is towerd sub-
urban stores for meats and grocerdes and the other items that are
thought of as convenience items.’

Of cowrse, 1f the businsss is to sell furs and jJewelry or other
shopping itoms, the better loeation is where shoppers cen oonveniently
compare rices and quality with other atores selling the sams items,

Other recommendations fer loeation are: first, to locate mear
publie transportation for rainy dsy customerss second, locate om a
direct lano of shopping traffiec vhere customors ere foumyl; third, ina
place vhere plenty of room can be allowed to expand 1f it is desirshle;
and fourth, vhere, if necessary, ample perking facilities mey be pro=
vided,

The cheok 1ist (Table IIT) on pages 23«25 will provide a helpful
guide for town location and should be emrefully filled in before finsl
evaluntion of the town is made,

Ce Traffic Survey

%t.'@a ites pe 93

3united States Department of Commeree, Establishing and
2 Grogery Store, Indugtrial (Swall Puglness) Series No. 2L, pe 3.
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AfMter the business snd the town have been chosen, the next step
htd'd;‘oosaaametlomtimfortbemsimas. One wey to help ase
gure one's pelf of having the position he wants 1s to teke the results
of a traffis survey, Are the people wvho pass this site going to church
or going to work, or are they shopping? Vhat competition must the
business face? It is nocessary in a survey to face realistioally the
oompetitive prospects,

Suppose that in a certain toun thers is Just sufficlent

the trede is divided into five parts instead of four, no one
of the Mﬁlb&mﬂngamﬁt,uﬂthemﬁﬁzﬁu
lesst reserve power, oapitel, or gemersl ability must fall.
This vsually means the fatlure the nev conoern rether then

wa factors:
Industrys Faming, mamfacturing,

S eESRERE i.uvi":&dtotio&ctet—uﬂ SCURGESESLETBEINEISR RSSOV E

Trend of industryw-growing, at‘atimyi
S6EN®

or Aeelining seosessissvssonsecsnnes shasssavienserenhacncns

by, H. Bonneville, and E.
mﬁm N Lloyd E. Dewey, Opzanising and Finanoing



TABLE ITT (ocontinued)
CHECK LIST POR SELECTING A TOWN

Points upon vhich the town is rated

For a new grocery,
the condition is:
Exa, | Good | Fair | Foor
Permanencve of industry——old and well
established, now and promising, or
recent and wnosrtain . SRTELES IR BTV nﬂttiirn!lttil.’&ii' besssesae
Diversifieation of inooew SO DBS~
varisd, or antirely dependent on
one major industry ‘%&Ql.i.t‘!i"tt&*&t"""l*!s‘.’Lt"‘&‘%.l’@t&i
Stability of industry~—very stabdle,
ayorege, or mibjest to vide
fnatos taomwn¢Qv0vctw“o'tonaﬂ»&uotmmcicaopctmﬂm*coctctt

Seasoml industrype-litile or no
soasonal changs, mild seasonal
m,wmmml

5.8 %%

EA T2 EA 22X R R LSRN XX XS

Foture of industep~promising, oncerw-
‘h‘.ﬂ’ or poor outlook sescrsevvovead

Populations
Trend of pomlation=-—growing,

L2 4 4 2 4

.f'!ﬁ]i&'&".
#.’Q’L&O“i 'COIQQrQOQQQOQ

popsasen

stationary, or doclining coeceveened 0&%00"0’00#&".60#‘_tt..tn

Wealth of population—wealthy, welle
to=do, moderately well off, or

POOE npeaesecsstnsssseasesssssssnsns amu-o.nootodmcnoatoLtusac:o

Character of popnlation~-native born,

oW COSULPINFRICERRENSNINT Y

SESEP

P24 RVONEIORN

PR BEES




TABLE ITI (eontimmed)
CHECK LIST FOR SELECTING A TOWH

Points upoo which the town is rated

Forr a new grooery,
the conditlon ias

Competitions

Bumber of storesw-few, many,

) MANY sesesresessrcopasenasnsssosspossefesasschrasssehssscasee
Type of menagamenbe=not progressive, |

average, alert and agpressive ..ccchscsefnnscsspevennshoccssens
Presence of ehaingeno cheins, a fow

chalns, many :

ChAINE sscecossonnnssssencrssssscashrsnng o»amum}090@&*%.01:&&01
Prepenoe of supsmmnrkete~~none, a

HOOY #er8ssntsnessssestosnsaatsrses ao’-oo{-.o-wuu- pesnosnpansssend
Type of stores—unattractive, average

vary Attreolive cisceonsssssernonee L T e L T Y
Hatuye of stodka=-inecmplete, averngs)

Or oomplets ceseesrrensrvnssnnasnerprssvdoscasstscssesiosnsnses

Other faoilities of the towms

Transportation facilitien cesee .to»t&uruvr@o«o»mmyo;nu}.bono.«s
Wholosale supplisra--locel, distant,

POOT 60 eetoensiesscsntsssrstinistetfissatssaostsdossnsesdsssarsse
Banking facilitics--good, adequate, '

PO 00ttt ssetsuestttress ittt sssledssstqesosssgestesdtosntosy
Civie associationn-agyresaive,

sdequate, DD sesavsvrsrsssrssreforssdrecreasdsrcensisnennces

The towm or oommnity as & place
o live:

SORO0LS 00 enes 09000 tersntsstesrrensessresosnesssosssserssssresens




Points upon vhich the town is mated For a new

Chorchol «csssvesvsrssrerssstsssssensdricssdasseesadennesapossnses

.- Moddeal snd demtal sexvices “at‘ba«Qorouojf‘hbomﬂ *pns c‘h aesseen

Asenentl cecsesscsscosrrrsnsrscnridrsrsnnonsesrecdensran hovrsanase

The people: Congenfal, spesk yo
Mi mm of 87 sendessus

v — ——— -

RImabe sepsssessscsssssss YRS YIS TY P2 UHOGI:'QGOUQJ&#!!.D TP

FEFTH BB SRS VORRCEES

A check 1ist 1fke the one adove should help in apmaising the town
oomplete, It merely suggests the mmjor things to bs considered,

De Locations %o Awold

There are plaoes %0 svold, Littls things 1ike elowmtions of slde-
walks relative to strest lewels should de moted, HNHolss of passing
traing, and loss in mershandise due to oot and einders shonld be con-
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wmy to and from stores.
of toun geen to be laft for the rough elsment, the peopls of low in-
come, or the peopls of foreign descent,
Bormeville snd Dewey warns of dhoosing poor locetions by stating
poaitive factors to look for,
As a generel rals, the southern exposure might be
proforabls in old climates, and the northern axpomme
in ware climnbes, But the general ruls doss not alwmys
epplye
The important things to conaider ares
traffic is, the side moet customers semm to

*

2+ Chooss the going home side in preferense to
the going to wek aide,

3. Choose the side shich is moat eonweniest for
sxtomobile traffiec vhere it is ensier %o
obiala parking spaoe,

de.m.&,p.ﬁs.






CHAPTER V
MARAGERYAL FROBLEMS

A, Duties of the Employer and Employess

As the doors of 3 nev enterprise swing open inviting eustomers and
business, they also create now problems, The first of these is the
probilem of slloontion or assigment of dutiss, Schell ssym:

If w are to haw control, we must provide evermms
through vhich It san function samily and directly., Thess

avezes we speek of as the paths of authority. nuym
mmmmmomm,h

!tiaﬂwmuthapﬁamwwmmdg
there will be confusion., The exmeutive muyt know the precise
mmg‘gamm;aﬂnmvxmuwm
froely canpedently, Wmmm
Inow the emot eouroe of control to vhieh he must
Furthernore, Mpmwmmiwmmmm
dirouited by Impetient exsontives.

In a business vertel agreaments may not be enough, Personnsl
and agreaments, With gvery agrecment end assigwent mist go vesponaie
Miity and anthority.

It is not wnoommeon in 2 maall business to find that the ower 1s

also the clexk, the purchaser, and, in fact, the sole employes, Of
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course, in this case the duties and responsibilities are obvious. But
with the advent of a partner or the formulation of a corporation, it
may be necessary that duties be delegentad,

Even the secretary likes to know just vhom she must work for.
And, spesking of women employees, Kalsem states the rules this way:

Women workers are almost unsunimous in seying they

vant to be treated in the peamwe way as wen. ... Women are

hired in industry today becsuse they are needed to do fw-

portant work. ... It is ap to the supervisor to vespect

them for their abilities, to instruet them vhenever needed,

to encourage efficlent work, and to refrain from bdeing

too friendly.?

Humerous surveys have been made to try to discover vhy employees
do not like their work. The suthor has never lieu a survey list
laginess of the employee as the reaszon for his dissatisfaction. But
it is not uncommon to find that dissatisfaction results from "having
to do someome elses' work.,® The clerk hates to earry the customer's
groceries; the stockroom clerk dislikes leaving his work to substitute
for a checker; the meat depertment fesls thet its sales are as in-
portant as the sales of the grocery department. All prodlems eannot
be settled in advance, but the machinery to seitle disputes--the line
of authority or chain of command-—can bs and should be agreed upon at

the beginning of an enterprise and clearly explained before an em-
ployee is hired.

ZPalmer J. Falssm, Practical Supervision, p. 90.



B, Promotion Policiles

Promotional poligies should be clearly defined; age of the appli-
cant, length of service, smount of business he promotes, background of
training and experience necesgsary for the advanced work, and the desire
of the applicant all should be weighed before a promotion is made, An
employes may not be interested in a better-paying job if it requires e
greatsr output of work and added responsibility., Xnovles suggests that
the employee most worthy of promotion will be interested in the business.

It is not surprising, therefore, that the well-managed
business is a reflection of a person, or persons, who have

inherent qualities for leadership and direction. These

persons 8o entrench themselves in their work that the line

of demarcation between their personal success and that of

their work is not easily discernible. Both unite to produce

a portrait of success in the art of management.3

The duties of the chief executive of a business is indeed a great
trust. In his hands lles the fate of each employee becsuse it is he
that efther builde up morsle and confidence for new tasks or elss destroys
confidence and discourages the worker. Too often a& business is examined
carefully for machinery and machinery output, yet management will pour
in a steady stream of workers-——usually the largest inveatment, without
regard for their ability to perform or advance,

Many firms raise an employee's wage sccording to his length of
service, This tends to retain a superior grade of people. Where com-

petition is keen this lays quite a burdea of cost on the business.

34sa S. Knovles, and Robert D. Thomson, Industrial Msnagement, p. 10.
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Salaries can be indirectly raised by giving a bonus for good work,
for attendance at work, for suggestions for improvement and ecare of
machinery., Orline D. Foster summarizes the promotional question in
this wvays

The unfortunate condition which obtains in moat plants

is that salaries are inereased either through personal

preference, length of service, or in proportion to the ag-

gressiveness of the employee. These methods are none of them
fair to the other workers or to the individual himself.

Salaries should be based solely on accomplishment, and any

other system is detrimental both to the employee and the or-

ganisation.4

Reward should be the result of faithful and worthwhile service.
Promotion is the backbone of morale, Workers resent the employer's
going outside for his high-paid help. In-serviee training and pro-
motion will keep workers going longer and will stimulate interest in
the plant., Careless selection of foremen over competent men is al-
ways likely to create discord.

A promotional chart showing each worker what he should be able
to acecomplish is helpful. On this chart outline the position he
should attain in a certain number of years. After this time he should
be at this place or else he should have an explanation of what is
lacking. And if he is promoted he should be told what his strong

points are so that he may develop them.’

40rline D. Foster, Stimulating the Organisation, p. 90.
Ibid., pp. 101-102.
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Promotions often depend upon having treined persommsl to replaoce
mmwﬂamwwm The man wiio feels ingecure will

hate to train & porsm %o replsce himself; the confident man will be

willing t0 have a trained helper ready to taks ower his work whem a
Automatic promotions ore not considered degirzble Yy most business
men, There 1s 1ittle doubt but that 1t destroys the maxtmm initistive
‘to kmow that an 2 cartadn day a person will reosive a softer chalr and
a botter income, And umnfair promotionsl metheds, 4t is olaimed, have
been mare detrimental than ey aystem which concemns iteelf with labar,6

th

Ho ome thing is quite so important to parchasing and selling for
profit as the ability to be alls to forecast the smount of business
an enterprise may expoot, If a fimm is consistently short on articles
of merchandise for sele it is just a matter of time until customers
vill not want to take a chance on wasting their time at this store,
“Even friendship 'dAll not keep oustomsrs ooming 3 the stors if the
stogk is not ocomplete enpugh to £111 their reasonable demends.

Overstocking msy result in losses from perishable foods. It
might also regult in the necossity for cubwprice. sales uhen atyles
changs, Then too, seasonal clothes should bo packed awsy end also

ten R. Spriegel, and Exrmest Coulter Davies, Princinles of
UPERII ARy Pe 429,
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stored at a cost-wnot to mention the tiedng up of capital, It is of
the utmost importance to be able to gauge your business and to predict
business conditions to rrevent overstocking and also understocking.

Forecasting has besome & profession in the United Statss, Wilson
mt,ammmmnmmmemm,mmﬁuam
mon makws quite & contrest with thess of Charles F. MoCormick (quoted
in Chapter TI.)

mammmmmwmmmmm

the factors vhich largely dstermine the resalts of thelr
business ventures. Consoquently, Uw dperations of more Musi-
nespesd have boen subjest to the influense of men o tay to
nininine the effect of chanee as a fustor detsmmining succons
or failure, It has also.boen evident thel progreasive ex-
-W%Mmﬁwawmwhmw

Mgmmmmmtww
affairs in the futmre.

Many good books have been written om the subjoot of foreemsting,
This thesis will not attempt to cumarise all this material, Certain
fundamentals should be understood by every prospsotive bdusiness men,
however, bafore he attempts a businesa,

Buainess appears to rum in qrcles. Much time and effort has been
expended trying to find the searet of the business qyole.

Wilson Wright bas a scholarly discussion on the tusiness qyols,

The buainess qydle is the fluctuation of bDusiness activity
ebout the lewel of aquiliteriums e.c It would be desireble to

bagin the deseription of how a cyclleal movement is developed
vith a situation in vhich the economy is in a state of equilid-

rimR. To do 0, however, would be unrealistic, because such a

TWilson Wright, Forecasting for Profit, p. 1.
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situstion never exists, Instead, 1t may be assumed that the
mhhﬁnﬁmm#mm‘mm
sion. Y¥hen recovery begins, managers and enf
Wuwamm-mmmmmt
of capital and other expenditure, ...

Wth the passage of time it is made evident that a moasme

wmmmmmmm
regulis in the recent past, continued saccess In
seonoede ventures ?n

which 1% &2 cmonly
e T T T o e oo
than bedng a rewerd for providing useful produsis at prioos
vhich customers exe willing and abls 0 Pays see

point at vhich the economy i In an unstabls situstion, s re~
oeagion may be originated by eny combdnation of factors vhich
canses the expectations of menagers and consmers to de redooed,
Whem counpervative snd cautlous palicies and practices are adopbed
mmmswmwwmmm,gma
Seflntion is developed, mﬂg!swntiw'mtﬂt&

trough of the depression is yeachad,

Success or failwre is in part at least the result of kawdng or

.mdinﬁm.

Por as 1ittle as f1fteen to thirty dollars = year ths usincgs

man oan warroand himself with publications from the povermment and
from private investigators vhich vill pay rich dividends over a period
of time, As an commpile, oms of these publications is the Kiplinger
Haghingtem Lettor. A part of Kiplinger's letter published six momthe
ago 48 included,

Foliticians of both parties frishtensd rising
rices, psrﬂyboamufmg’mm;;’mof

Si1son Wright, one Gibey PDe 79-Sle



mwmewm?m%m% e
&‘ m&% inaviiabia vy e ourent politist

, Mmsmxummwmgmwwm
merehondige with Mggest vijes in shoen, dreases, ooabs, and
men’e sults,

Certainly =11 the data given in this repsrt were valmhls %o e
sautives 1in every tusinese, since it has rrowed to be acourete,
nplim'amhﬂuumdtomm%wm@ﬂnm
mﬁwnm

Personal hopse and optinism ghould be 81scarded and oold facts
MW&MWW.

M. w. nm.mmmm December 13,
1947, pe 2



CHAPTER VI
PURCHASING CONSIDERATIONS

A+ Types of Purchases and Thelr Adwentages

The old adage that "money makes money” is never truer than vhen
applied to purchaging forr an enterpeise, An 0ld Spanish poverb sug-
‘geste that Monday 418 a bad day for people who have only one shirt,
The proverb oould be applied to Musinssa and read "paydoy is a bad day
for a business with only ons shirt,® Wholssale houses reasanably ex-
pect thet after & payday for the retallers a paymant will be made %o
them, Also the business with only one shirdetsith no stock in the
dtoreroas~-ay loso valusbls customars by not having vhat the oustomer
matﬂsﬂm%mmmtatoﬁ.

Beocause of the oconvenionco, it is recognised that women shoppers
refer to do their shopping at ome store, A business man may of'fer
loss lsaders to abtraect a shopper in the hopes that she will see otber
{tems she wanta, Itbbeones almest mwesssary for the succesafvl busi-
ness man to have amilable all ftems that he might reasonably bo ex~
pected to have, To run out of stock is dangerous, and, even though
wmvoidable at times, it is detrimental to his business,

It 1a obwious, also, that to over-gtoek would tis up capital,l

The porchasing sgemt should try to keep a sufficiont stosk moving,
and should watoh for bargaine of quantity purchasing,

hit111om R, Baswett, Toking iue Guesgvork sut of Busluess, pe 67.
35
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The purchasing agent oan be a chief factor in the making or the

bresking of & business, Some of his duties sugmested hy Willism Sprisgel,
Professar of Industrial Menagement at Northwstern University School of
Cormeron, ave as follows:

1, Study mevkets in order to bty wissly,

2, Cultiwate gources of supnlys

3, Be alert to new products and subetitotes,

4« EKeep informed aboul goverrmental reguletions forr
taxes and certificates that will run the vetall

prios upward,
5« Interviev all salesmem and keep contact with sellars,

6 WMMM@QM.
7. Check purchasss and aprrove involoes,
- 8¢ Carry out the managementts policies regaxding pure
dmsingandhepﬂ:mimweaamor

policy would result in betier purohasing,?

Purchasing may be market mrchasinge-that ia, vhen the meriet is
mogt favoreble, or 1t may be spsoulntive, In spooulative purchasing
the rigk is that prices will full,

Another type of purchesing thet needs eonsideration is the sow
ealled handwtowmouth buying, It ia the poliay of buying only the stoek
necsasery to meet the owrrent requirements, This method wms used &ur-
ing the depression beeause of the lack of capital as well as the
unoertain demend for merchandise, It has the advantages of reduoing
the rigk of falling prices, inventories are rednced and less sapital
is meeded, cmrrent market quotetions can be used to advantage,

011 t0m 5. Spriegel, and Ernest Goulter Davies, ,
Buslness Oreenigailion, pe 303, Pringlleg of
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handling and storace costs tend 0 be lower, design changes and style
changes will couse lsss disturbence, and more frequent sontacts with
aeumwhanm;

Hendetomaouth buying has the disedvantages of generelly osusing
poarer sorvice {o customers, costing more beeause of the inoressed or-
ders and failure to got quantity discommts, amd selling oosts are higher
bocause of the incressed mmber of sales.

Another argment for handeto-gouth buying 1s that this method
prevents the oxpense of exvessive and exponsive inventories,

Before mongy is borrowed to by up a murplus or to

spooulnte on the rise of prices, 1t is well to figure vhat the

Many suthors believe that handetoeaouth buying is here to stay.
They resson thet if the buyer spsculates and wing he will try again.
Howrver, as his oconfidence mounts, the emount he will irvest is ine
eveapod, and sooner ar 1ator he will male a mistake and the past profits
w1l be lost,

Be Suprly Finaneing

To supploment his own funds, 1t may be necessary for a merchant
to ebtain capital through a loan from a friend, fyem a bank, or from

Ai114em R, Sprisgel, end Brmest Coulter Davies, ope &ifes Do 310
A3emes 1. Rend, Assuring Business Prafitg, pe 9%
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other loening organisations. Banks ususlly require seawrity and this
8 often difficult to supply. In the case of 2 single proprietor it
might be posaible ts eell a part of the business to a partner, and
thus tring edditionsl mongy into the fim,

Wholesalers provide a good source of oredit, The torms are
usally a discount if paid in tem dsys and the full awmount if padd 4n
thirty deys, The credid in many instences is extondsd for as long as
s0ld his goods, received his monay, and likely hawe made & steady cuse
tomes by the end of the aredit period,

Ce Precautions

Interest charges an Lnventory, demreciation of goods and materials
ovey and above uhat it should be, and cost of storage spaoe add to the
total oost of merchandise,

The princiyal reasons for business failure mwm

and Bradstrest ave overbaying, insufficient uhu?-
ganes, and poor Judgmant, They often all mean poose buying,

The backbone of a grocary store is the staple items that the proe
pristor ssllowiread, milk, vegetables, and ocammed goods, Shoppers
tend te favor cortain produsts, so it is necsasssry in a retail store
to dhwese earefully the twands to be sald,

One of the wost impartant assets of a business is a olear thinking,

511142 Dasewtt, op. gites Pe 6o



fair, and feresighted purchasing agent,
Wlliam Spriegel mentions other risks desides over or under

: is inherent in modern msmufacturing snd
marketing, goods are prodused in snticipetion of
demand, the underteking requires some individuml or firm to

ts and the yeasonails of profits over a period
ofﬁn&trﬁb.mnjwmhrm
asamme risks,

6y1111am Spriogel, and Ernest Coulter Daviea, ope glbs, Pe MSe



ADVERTISING AND OTHER PUBLIC RELATIONS

A, Advartising--{1ll it Pay?

Many ressons are gilven for advertising. It may be to seewme a
grester volume of sales, or it msy Mo to overoome prejulics, odnoste
the publie, or to oreate goodewill, Many fiwms have risen to great
heighte by this devios, Advertiasing will not pull a poor tusinads
out of the "red"; it 4s not a pansoss for 1lls within the business,

Large exponditures for advertining are often Justified Wy the
exsoutive becauss the compeiitor adwertimes., This will usunlly be
wanted effort, Advertising should serve a construstive purposew-gsuch
as shouing the strong points of the store, the plant, or the machinexy,
to show that the priee is yeally lower, or 1o explain end creste in-
terast s0 that the saleaman will have a chanoe to sell the product
or servios,

Advertising areates nev wants, The housswife may mot know that
with Dreft she will wot have to dry the dishes. A demand ia oreated
vhen something new, different, and worthuhils is rwepared for maricet
and the prospective sonsmper can be told about it, To tell the publie
about the new produst, o the naw store, or that prioces are lower here
than at other places, 1% is often necessary to publicise it end to
offer bergain sales as loss leaders to attract shoppers to the store
to lock eround,
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Advortising should serve a definite purpose, It should not be
designed to flatter an exooutive, or to trick a reader, It should
be simple and soncoise,

After dsciding to advertice, determine the esmount to spend, the
best wuy to appsal to the alasa concerned, and then select the media,t
The wise proprietor will make an extensive study of the various
vaye to advertise before a large sum of money is spent. Advertisements
should be sbeady=not Just as tusiness la slow or the notion ooourse
Determine the bust wey to appsel to the publie, the type of the positien
desirable in a paper, the appeal that &3 most effective and a method
to test the pesulta. Rammmsmumgm
11ttle rosults, them the fuct should be recogaised and the expenditure

ourtailed or atopped.

Advertising is sslemmanship, The purpose of advertising is to
oxtend the business by customer invitations, snd to notify the publie
of the offerings of the firm,?

Bs Commmity Activities Helpful to Business

A businessmen's friends and the people that he influsnces will
Mhﬂmﬂrﬂwmhmm&mmnﬂam. A
business can exist only tinrough contasts betwsen nman beingpe-contacts
betusen the operator aad the public, And the confidence that Mr. Publis
has in the proprietor determines the degres of sucosss a businessmeen

Lyoseph Frensh Johmsan, mmmmmhus-
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xzummammw,mmmwnmt
each contect he mekes will inspire the oonfidense of his public,

The tusiness man will be asked %o lead in a church, to work with
boy soouts, to head rallies, plan fund drives, and %o work for clvis
betterment. Each job is a dulpan opportunity to merit the confidence
vhich Mr. and Mrs, Publio place in you, anl eash opportanity will make
new ocontaots, As contaots incresse and publie eonfidence in the
management grows, so will the business,

Ce Goodwill

Ths movals of & plant or store is very closely oommected with the
ductivity of a group and reduses the smount of supervision nsesssary,
The otories that the employees tell oconcerning the types of forewmsn
and the wages vill iInfluvence the commmity,

To mromote goodwill within the plant or store, thoe following
pointers have boen sslsoted fyom a mush larger list as deatrabls for
HANAGRTEL

1, Purposss and objestives to be knosm to ths group.
2. Falr tventment of the individual,
3. Resognition vhere recognition is due.
4e Froumpt eliminstion of rumors,
5+ Willingosss an the part of management to aduit
an error
6. Delegation of authority comensarate with responsibility.
7. Confidence of men to come to management with their

prohlems,
8. Hever making issuss out of mimor infrections,’

Mm-n.. Sprlegel mmz Coulter Davies
p.i » Irinciples of
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In business as in other fields, ethiecs and wnwritten laws gowern
the respectable businesmmn, Many people belisve that one "cannot be
honest and make & profit,” Dishonesty may pay for a short period of
time but in the end such a paliay will lsed to digmster.

Nearly all industries oonsider ssaret sllowances and inmecourate
advertising as unfair practices. The Natiomal Recovery Administretion,
although ruled unconstitutional, developed and hrought to 1ight certain
codes that have sinoe been volwnterily adopted by most businsssmen.
Many sssociations such as the Rotary Intermational, have met up codes
of ethios to vhich members ave chligated to subsarfve,s

Por many yeers there has been & growing eriticim of misleading
advertisements, Oood Housskeeping Magneine now salls a stamp of ap-
provel and guerantee for goods that meet the specifications set YWy
‘that magasine, The Federal Commmications Cosmission controls adverw
tising, The Better Business Buvesu has worked to plsos advertising
on & higher plane,
exnggerated claimpe-fyee offers with a “catoh® to then, gusrantees
that are not valid, false "fire" and "going out of business® sales,
spooial sales with prices the same a8 umnl, mislesding terms of pur=
chase, or satisfaction gusrantesd with other than the customer de-
termining vhether he is satisfied,

WA.mmmw.mmmmm
gad Mepageoent, pe 585,



CHAPTER VIII
SUMMARY AND CONCLUSTOES

A, Burmary of the Problems

Almost everyone, at some time or other, has the desire to start
in business for himself, The desire to be independent is probably
the mest accepted motive, Other reasons glven for attempting s busi-
neps entorprise are social approval, profits that are necessary if
there is to be & business, persomal satisfaction, opportunity te.
render a sorviocs, and power and protection in being self-sustaining,

In every paper ome reads sbout new businesses being established,
and he rocognizmes that there is a need for these amall enterprises,
The tims for starting a new business is often overlooked, There is
a great advantage in starting an enterprise after a period of fxlling
prices, A careful study of conditions might have enocouraged many of
these concerns to wait until a more favorable time to start operations.

Buginess is a greast adventure if one has chomen the right enter-
prise. Certainly the decade after the recent war is made to order
for those snxious to strike out on their own, But businsss is like
sports—the onss that win ths champlonships, the ones that go the
farthest—ares those who 1ike to do the thing involved.

One of the *musts* in business is that it must render a serviee,
"He who serves best, profits most.®

After deciding what fisld ons prefers, it is then well to take
sto&otom's-ealfandaeoifhehgsthafriends,ﬂwpersomliw,anﬂ
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the training necessary to susceed, It iz genorelly scoepted that the
ocollege tredinsd man lsarns how to use the tocls of industyy faster
and with more vision than does the untwrained man. Flenty of examples
extst of suscessful men who have mot had a formal eduoation so that
an uneducated man should feel no wnoconquershle fear of a private
entermrise,

Entorprises that require large amounts of capital tend to last
longer. Perhaps this is due to the more carefully laid plans for the
business vhen blg maney 4s involved, Stores vhich sell lumny goods
have a short sverage life spen, Fiuctustfons in the buying power of
the publioc directly affect the lumoy gtores The avorage life of a
barduare store is twnty years and the mverage lifes of a liquor atore
is four years.

Capital needsd forr & business depends, among other things, upon
the type of business, the aredii policy of the company o f£irm, the
oost of the inventory, and the cost of rent or buildings, Bven after
these items are cared for it is necessary to have capital emouch to
ro for six montha, This is generally & feir triil period and the
firm w1l gain customers or lJose the investment hy that time,

An enterprising men with a small emount of eapital to be invested
ocan often increase the assete by taking a partner, This is a dangercus
step unless great cere is taken to see that duties ave defined, salary
and responsibilities ssttled, and that a mutual adsiretion exists
betwen the pertners,

In formlating the plans for the business, smple consideration



should be given to the eredit polisy, It is necessary to keep a
fevoreble working eapital as this is the 14fe blood of the oconeern.
An sasy way to go into business is to huy an established amd
oparating business, But along with the assets one also biys the ille
will that the business mey have inowrred and he quite probebly is buyw

ing an unprofitable business, I the usincss were profitable,
ordinarily friends or relatives would buy it. It pays to inguire at
great length into the reasome given for selling 2 Wuainese,

More satisfaction comes fyrom milding one's oun busineas to his
o specifications, There ave no hidden contyasts, no 11l-wlll, no
dissatiafied customers, no doubtful asecosmnts, nothing tut the future
of the usiness,

The suecess of the business is often determined by the skill used
in seleocting the location, lar towns may bscome ®ghost towns" and the
pomalation may ahift t0 got on a route of travel, or move %o a more
desirabls loocation,

A traffies survey of the chosen lacation is a good wy to save
money and avold heartaches, Actually count the people passing ly the
location and find out whether they are going to work, to clamreh, to a
park or theater, or shopping.

Dead spote exist in towms. Shopping traffie on foot seems re-
Juctant to go by & fire station, a palice station, church, postoffice,
or f11lling station to shop, And towns may actumlly stop expanding
past these points,

Roneraspectable shopping distriets exist and the dirt, mmke, and
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noise from railroads and highwmys diseowrage bxyers.

B. Operation of a Business

Only a part of the protilems ere solved vhen the enterysise opens.
its doors for the first time, The first problem of the new business
is the allacation of duties, Each eployee should know to vhom be
is responnible and each respmaihdlity should carry authority to pm~
form the duby,

In a very emall business the owner has all the work of manngement,
tut as the enterprise grows, work may be delogmted, In the case of
partnerships the managerisl duties should De agreed upon before entore
ing business,

Prafotion is the backbons of morale and goodwlll among employess,
Vorkers resent outsiders being hired to come in and take the better
Jobe. Inwservice training will provide an inoceniiwe for workers,
gmrantes qualified replaccmsnts, and insne a continuous production,

Being abls to predict the futwre btuasiness of a firm wiil help
losses dus to styls and seasonal changes, The basic gycles of business
negs changes would be a distinet asset, Publiocations, private and
public, are available for & nominal fee,

Regardless of vhat means 1s used for forecasting in a business,
42 the ventwre 15 to sucosed, good Judgment and logic should be uaed
instend of hopes and optimism,
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Hothing appears more imporitmnt to & business then a dlessp-thinking,
fair, and feresighted parehasing agont. Speeulation in purddmsing fa
5o avatistle ot 21l tires to awoid loes of salss and loss of goodewtill,

Hand-bomouth buying i the fuvorite pructios with many firms,
By this method the lsazt smmt of sapital is tisd up in stook, the
doprocintion of goods is less, storags spass and faoilitiss axe ot
roquires & mch grocter degree of stook chedking and contrul, and doss
ot allew for quantity diseomts.

Avertising nay be to promote salas, owreome prejulice, ar to
areats godvill, The sd should be considered sarefully and saw pre-
tost shodld be made to dotexmine the best medin, After the ywe-tests,
the mdis should be selected, the saoumt of sxpenditures determined,
and mnchineyy set in motion to measmre the Msults to detarmine e
wastlioadllity of oontimuing the yeujest. Palse advertising will &
& Cimm vill dotormine %0 & great duogres the suooess to expact,

As tapimess grow, and contacts are made, the comxediy sxpects
lsndoruhip and contyibations of time and noney to commtly welfare

MHorsle in a bosiness esteblistment doss not stop at the doer,
Even ramors vl de fold to outsiders, helping to mold the opdmions
and eonfidence of the piilo, Careful mlsolion of forwmen sl faive
noss in desling vith emplayees 1s very fmportant to morsle,.
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C. Mm

The shope and stores foreed out of business during the wer will
need to be recpensd, and new plante and ideas will originate fyom war-
time experiences, A man with foresight, inftiative, and confidence
should be able to realize the dvesn of owmning his own bLusiness.

The problem of opening 2 business is cold, hard, and exmeting.
It should be studied to sse if the service is needed, if the proper
personal qualifioations are present, and if awailable loocations are
good or tad, Methods of fineneing should be determined before the
need erises. The business should mot be a result of a hit or miss
decdsion,

Businsgg disasters are no more neosssary then are cholers or
smllipox, To have new businessss sucosed at this time doss not mean
that an old business must fail, It is necegsary that a business men
be a student of existing conditions and that he must guide his business
ty statistios and demand yather than hops and optimimm,



AFPPENDIX

FINAL CHECX LIST OF THIRGS 70 PE REMEMBERED

Ecopomle fagtors in ihe sowmmity
Are the induptrial or agrionltumal conditions good? S—
Is the twend wup, dowm, or stationary? snse
Isbm&thmiﬁ‘am&anm
and varied or is 1t & ono-dndustery commmity? enne
Ave the major industries old and wll established, new
and growing, or recsent and wmoertain? sonn

Are the industries stabls o subjest to wide fluctuations? e«es
Is the eoonomlc ontlook for the somemmity promising,

woeertain, or poor? soes
Is the population of the comamity growing, standing

still, or declining? cens
Iz the wealth and income of the cosenity wll

distributed? sove

ihat proportion of the families are wsalthy, well~towdo,

moderately well off, poor? seew

Are transportation facilities, profesaionsl servioes,
banking faeilities, schodls, and so on good, adeguate,

or poor? e
Are the oivie asmooiations aggressive, alequate,
stagnant, oy poor? PP,
The peed for g glorer
Have you osnvassed the commmity to detwrmine the mwsber of
stores of this type now operating? esey
Have axy stores of this type clomed recently? IWy? sens

50



Are the gtores vhich are in opsration busy?
Is the pudlic adequately served by the present stores?
mmmyangmtottb compunity for the

Do oompetitors fnvite you to enter business becauss they
are not alert and agoressive?

Are competitore® stores modern and attrwetive?

W1l eompetition be strong and sctive, or week and
sluggish?

Do you have a competitive chance?

What do the wholesnlers think of the mespects for a

Mt&mm'wﬁmm@fﬂa
prospects for o store in this coemamnity?

Hiave you talked to & bdankex? iWhat doss he think about
your plan?

Would he think anough of the venture to loam you money?

&mmmwmwmmm
of the prospeote?

¥hat do the rewesontatives of the companies selling
store equipent or fixtures think of the prospsets
for a grooery store in this commmity?

Buriog & z2ine osinegs:
Thare are some speoial consideratioms vhen buying e

51

*how

SBBW

L2 2 2

L 12 2]

L ad
o

L 22 2

L L L

SEPE

SO

*oue

ha 2t d

e

SESR



52

Have you chedked his clalms about the business with eopies -
wmmm vene
Have you consulted a Imger to be aure that the title
fﬁmmﬁm seee

mammmammﬁlicmhmﬁ
" there is any lien on record against the sssots vhich

Are there any scommlated back tawas to pay? eres
Is this = bulk sale? Ras the bulk males law been
complied with? cews

Does the present store have good will to offer o are
there many people in the habit of not trading there? ovos

Is the stock a good xy? How mach would have to be
disposed of at & loas? How mash is out of date?
Thoalabla®? Overvalued? “nee

wonld seloet now? &m&ﬁwbmﬁal&k‘t

Are they overvelued? In poor oconditiom? sene
Are you going to by the ascomts recsivalile? Are
you sure they are good? seen
ng to have you assume the debie? PR

Be Points to Check When Starting Your Store

Ts the site good for this %ype of atore? w—e
Are there other gimilar stores nearty? sene
Are most of the passers-by potential oustomnre? vewe
Is tho ssction soned for coomwrolal oceupanay? snee
Isfm:Wtefwmtw For e

Is the space too large? oo



Are the display windown suitable?

n&anmtﬁéemandammwl

Is the entrunce at grede lovel? Wide enough?

Is there storegs speos for ressrwe stock?

I3 there a remr or side entrence for deliveries?

W1l eny mejor remndeling or alterations be necossary?

Are there enough electric outlets for your porpose?

Is there any builtein fixbures or equipment you oan umé?

umm@mmmmumm
Even 1f you zake major alterations?

Does ths lense movide for reinbursement for alterstions?

Is the vent & fixsd dollar smomnt? Or a percentape of

Is the smount af the rent in proper proportion to the
egtimtied saleg?

Eautmeont snd Sxturest
Have for expanaion and future additions
Mm or.::imﬁ To your fixturves?
mmmumhmwmm

your purchass p o the minimm?
ﬁ&tmﬁtﬁmwm itens?

Are your fixtares and equipment in ywoper proportion
to your financial structure?

Are you going to pay for the equipment or flixtuves on
ths instaliment plan? Have you decided the maximm

m&hm&mmmmhmr
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Have you ostimated how mach your iotal stock should be?

Have you broken this estimate down into the mejor lines
to bs earried?

fas your stosk salsction been guilded by an analysis of
congmey yrefurences in your eossmnity?

Have you ssb up & model stodk assartment to follow in
your buyingt

Haves you worked out any stoek econtrol plams to avoid
overstocks, wnderegtooks, eubt-olfegtocks?

Tour gomxes of el

Heve you made arrangsmonts with a sholesaler?
Par euch lins of goods?

Have you oomsidered affiliating with e voluntery ox
oooperative group?

W11l you buy any merchandise from memafacturers?
Have you plarmed to meke yoirr account more valieble by

ivilege of andling » What are the
frenchige srrengmmenta?

What 13 the method of paying employess in the commmity?

wgwmmmgmm Waat do you plen

Do want to hire ) part-tims, experienced,
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Are satisfectory employees availabls looally?

Would it be advantageous or disadvantagecus to hire
someone nov employed by a competitor?

What skills are necessary?

Will employees supply skills you lack?
Your acoounting records:

Have you planned a bookkeeping system?

What additional records are necessary?

Do you have a cash register? Adding machine? Other
recording devices?

Do you need any speeial forms or records? Can they
be bought from stock? Must they be printed?

Are you going to keep the records yourgelf? Hire a
bookkeeper? Have an outsider come in periodiocally?

Store policies:

Have you decided your service poliey?

Are you going to deliver?

Are you going to sell for credit?

Are you going to operate on a self-service basis?

Do most of the other stores in the community offer full
gervices or do they operate on a cash-carry or limited
gervice basie? Ie your best opportunity to offer more
services, or to maks an economy appeeal?

Do you have the sdditional capital necesssry to carry
accounts receivable or to duy delivery squipment?

Whet will be your returned-goods policy?

Have you considered store policy in selecting lines?
What lines do eompetitors carry?

What lines are lacking wvhich customers would buy?

Do you have the capital end spece to carry all the
lines carried by competitors?



Do you have the cspital and space to carry any lines mot
carrisd by competitors?

Have you oonaidered the profit possibilitiss of the

Do you have the bnvledge and experisnce mcosseyy %o
handle the vardous lines?

Have you dedided on youwr priee policiss?

Are you going to mim a price appeall?

n:nmmwm@m, or quality, or

What prics rangss wnild dest spreal to most of tho people
in the commmity?

What howrs do competitors ume?

Would yom aitrect tvade by opeming ssrliier? Remaining
open later? Bsing open on Sumdays or holidays?

W11l you have the persomnel to bs open on these houwrs
or days?

Hewe you dedided on your promotion poliey?

Are you going to advertiss in the neuspaper?

Are you going to ; windowe to stirect
you going to rely on display

Ave you poing to do direct-uail advortising?

Are you going to uwee handdills?

Have you mads an estimte of the eapdtal you will reed?
How much will you invest in equipment?
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mmmnhmuwmmm
prolite?

MMthmmwm&h
usiness paps s wy?

Huyo funds o o 1iving during the
wmmmm,m .
Ecilante of salen sl tpofitan

Hmt $n the gross prefit you oan mele on this volune
of ntaeew? ™

Wnt epenme sen you fveonst as being necsssnxy?
Is the not profit and salayy adequate?

f C. Yoints %o Chodk then Getting Dendy for the Opming
Hes & pliace for all of it bosn plwmed for?
Has stook te featmw Sn the vindous Teen selected?

Which geods ave going to be given peelersed dimplsy
ponttion tn the stare?

Ave nocssmyy Hafliay fixbhres on lead?
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Bas inmuranos potecting against demsgs suits and publie

1liahility claims been pochased? ssee
Has buarglary and holdup insuranos boen considered? sesa
Has workmen's oompensation insurance been mrovided? sene
Wt other hasards should bo Insured agminst? esen
Have yon checked all legal matters with your lawyer? sove
Is a 1iocomoe to do business necessary? State? City? -
I3 a liosnne neocoasary to handls speolsl eommditios? PP
Have you checked police and health regulations as they

apply to your business? RN
Have you obtained a soclal sseurily mmder? sans
Have you worked out a system for poying the withholding

tax for your smployves? sese
o
Hxve you a supply of mles tickets? eese
Eave employeos boen told how to make out sales tiskets? sens
Do they know how t0 handle oash sales? sens
Do they know how to hendle charge sules? esen

refunda?

*h ey

Have you & gystem for recording sales to the ower?

!bhhw *BoN
Hxre Yoy mede your ospiicn plans?
Has the opening advertising heen prepared? esvs

For the newspapers? eons
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For the handbillas? P
For the direct-mail advertising? sras
Have inducements to customers who ooms 4in the firat
MM? Py
Is there encugh merchandise on hand for the first dny's
buninegs?

b4 20
Rave attractive leaders becn selected? Are thers encugh
of thess lesders on hand? sors
Have you arranged for your storc signa? Over the ane
mz On the windows? -
Is your dsplay window dressed? seue
WM-»MmeM s
Have the meter deposits beon made? cons
fas the telephone been installed?® cans

Ignited States Departmnt of Commerce, Egtabl
8 Srooexy Stams, ppe J68-375,
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