

















In this example, Ray’s business sales over the course of

a week must generate $80 to cover the product costs, $50 to
cover the operating expenses, and $30 to cover the profit Ray
would like to earn. That adds up to $160 of sales revenue that
he needs to generate in one week. Dividing the weekly sales
revenue needed ($160) by the number of units he believes he
can sell in a week (8), Ray calculates $20 as the possible price
for cach T-shirt.

$160 (Total sales revenue) + 8 (Units sold)
= $20 (Price per unit)

Following these steps is one way to establish a price you
might charge for your product or service, There are many other
possible approaches to pricing. Some can be as simple as doub-
ling your product’s cost of materials or cost of materials and
tabor—sometimes called kevstoning—or checking out your
compelitors’ prices and trving to charge a little less.
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Pricing a Service

If you have a service rather than a product, the cost of vour
service often is expressed as an hourly rate—the amount of
money vou charge for one hour of vour service. You can use a
similar approach to set an initial price—or hourly rate—for vour
service. Add up vour operating expenses and desired profit to
find the otal revenue needed from vour service business during
a period (such as one week). Then divide by the number of
hours of service you believe you will provide to customers dur-
ing that same week. The result of that calculation is a possible
hourly rate you can charge for vour service.

As you test the potential results of different
hourly rates, your financial goal is the same
as that of an entrepreneur selling a product.
You are looking for that price (hourly rate} that
will let your business eamn the most profit.
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A lender’s interest in the health of the business is usually
focused on the business's ability to pay the interest it owes to the
lender on time, and to pay off the full amount of the loan when
it is due. With debt financing, the entrepreneur is responsible for
paying back the debt and interest even if there is no profit.

On the other hand, if an entrepreneur raises money from
investors or partners in return for a share in the ownership
(and therefore the profits or losses) of the company, that is
referred to as equity financing. Those with equity in a company
are part owners. The returns (earnings) to equity holders will
be based on the success and the profits of the company. For
this reason, equity holders will often take an active interest in
all aspects of the company, its operation, and its future.

For example, if a relative invests money in your business
as an equity holder, that family member will share in the own-
ership and business profits. If the same family member loans
you money for your business, then you will owe the parent
or relative the amount of the loan as a debt and will have to
pay interest.

Sources of Money

Common sources of money include personal
savings, family members, friends, a bank, part-

o ners, early forecasted earnings of the company
(if the company is set to start making profits
right away}. a home equity loan, venture
capitalists, and “angels.”

A venture capitalist or a venture capital
company can be a source of money for entre-
preneurial ventures that are riskier than banks
prefer. Banks generally avoid lending money 1o
higher-risk ventures. Venture capitalists, how-
ever, if shown a good business plan for a good
idea, may be willing to invest as equity part-
ners. They may be willing to assume the
higher risk if they have enough confidence that
a new business will generate large returns in
the future for its equity holders. However, ven-
ture capitalists fund only a tiny percentage of
all new ventures.
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Marketing is very
important. Make
sure you have a
clear message you
can deliver to the
market to inform
people about

your business.

You can also start to explore other opportunities that vou
have already identified. Is there another good opportunity vou
might want to investigate?

Given what vou have learned during this first planning
effort, there probably are other opportunities that you could
now identify, which you might have overlooked previously.
Look for a new opportunity, if necessary, and then conie up
with another interesting business idea and explore its feasibility.

Making It Happen —What's Next?

Let us assume you have determined your business idea is feasi-
ble and your business plan is complete. Now consider several
uscful preliminary steps you might want to take as you begin
the business start-up process.

Posters. Developing a poster to promote your business will
encourage you to think about, and decide upor, the main mes-
sage you want to communicate to the market about your prod-
uct or service. It can lead vou to design a logo or a particular
“look” or image for your company. Once conmplete, a poster will
be a useful tool to help announce to the market the product or
service vou are providing and the fact that vou have launched

a new business.
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Discuss with your
counselor which
of the preliminary
steps described—
poster, flier,

other sales toaol,
business card, or
prototype—would
be most helpful
for your business
idea. You might
decide to do

them all.

Business Cards. Designing and producing a business card is
usually a high priority for any budding entrepreneur. A busi-
ness card is a highly versatile communication tool.

As an entrepreneur, you probably will meet many people
in many places. Some of the people you meet may be potential
buyers of your product or service, potential suppliers, profes-
sional consultants, or even potential partners and investors.
Some may know other people who might be interested in your
business. In all of these cases, leaving a business card with the
people vou meet will make it much easier for them to contact
you in the future or to have others contact you.

The information normally found on a well-designed busi-
ness card should include

¢ The name and address of your company

¢ Your name, phone number, fax number, e-mail address, and
Web address (if you have them)

* Your company logo (if you have one)

* Your company saying or motto (if you have one}, or a brief
line about the kind of product or service you provide
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Another starting
point for
information on
licenses and
permits is the

U.S. Small Business
Administration.
See the resources
section for more

information.

Talk with vour counselor, parent. partners, investors, or
other knowledgeable people about the legal requirements you
may have to cover as an entrepreneur. Every state has its own
rules and regulations. City and county governments also have
regulations on permits vou may need. Space is too limited in
this pamphlet to cover them all—vou will have to do vour
own research.

A good place to start research on business permits is your city hall.

Also think about the legal structure of your business.
Many entrepreneurs operate as sole proprietors. A sole propri-
etorship is owned by one person. It is the most popular busi-
ness structure because it is easy to create and operate. Setting
it up requires no legal documents or legal fees. You can operate
under your own name or a business name—a “DBA.” or “doing
business as” company. You report any business income or loss
on your personal income tax return.

A sole proprietor, however, is personally responsible tor all
the work, debts, and risk. If you are sued, vou could lose not
only your business assets, but also your personal belongings
and money.
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The best form of
advertising Is a

job well done.

Be creative in seeking the legal advice you need. An entre-
preneur’s creativity is always getting a workout, in everything
from product development to financing and marketing. Getting
affordable legal advice and assistance is no exception.

This information on legal matters is provided to help
you fulfill the requirements for the Entrepreneurship
merit badge. It is not and should not be considered pro-
fessional legal advice. For all legal questions related to
launching and running your business, you should seek
the advice of a qualified professional.

Business Ethics

Suppose you have a computer-service business and a customer
wants vou to install a pirated copy of a popular software pro-
gram. If you make an illegal copy as the customer asks, you
will be stealing from the owner of the copyright on that soft-
ware. What will you do?
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Entrepreneurship Resources

Scouting Literature

American Business, Conunurications,
Personal Management, Public Speaking,
and Salesmanship merit badge pamphlets,
and any pamphlets related te vour busi-
ness venture, such as Dog Care and Pets
for a pet-sitting service; Gardening, Insect
Study, Plant Science, and Sotl and Water
Conservation for a lawn-and-garden
business; etc. For a complete list, see

the “Merit Badge Library” list on the
inside of the back cover of th.s and

other merit badge pamphlets.

Books

Berg, Adriane G., and Arthur Berg
Bochner. The Totally Awesome
Business Book for Kids. Newmarket
Press, 2002.

—— The Totally Awesome Money Book
for Kids. Newmarket Press, 2002.

Bernstein, Daryl. Better That a
Lemonade Stand: Small Business
Ideas for Kids. Beyond Words
Publishing, 1992.

Beroff, Art, and Terry Adams,
How to Be a Teenage Miliionaire.
McGraw-Hill, 2000.

Cathers, Ben. Conversations With Teen

Entrepreneurs: Success Secrets of the
Younger Generation. iUniverse, 2003.
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Ferguson Publishing Company statf.
Careers ine Focus, Entrepreneurs.
Facts on File, 2000.

Harper, Stephen C. The McGraw-Hill
Guide to Starting Your Oun
Business: A Step-by-Step Blueprint
for the First-Time Entrepreneur.
McGraw-Hill, 2003.

Kushell, Jennifer. The Young
Entrepreneur's Edge: Using Your
Ambition, Independence, and Youth
to Launch a Successtul Business.
Randont House, 1999.

Lieber, Ron. Upstart Start-Ups!
How 25 Young Entrepreneurs
Overecame Youth, Inexperience, and
Luack of Money to Create Thriving
Businesses. Broadway Books. 1998.

Linecker, Adelia Cellini. What Color
Is Your Piggy Bank? Entrepreneurial
Ideas for Self-Starting Kids.
Lobster Press, 2004.

Mariotti, Steve. The Young Entrepreneur's
Guide to Starting and Running a
Business. Three Rivers Press, 1999.

Schiffman, Stephan. Young
Entrepreneur’s Guide to Business
Terms. Scholastic, 2003.
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YoungBiz.com

YoungBiz Inc.

P.O. Box 7987

Atlanta, GA 30357

Toll-free telephone: 888-543-7929
Web site: http://www.youngbiz.com

Youth Entrepreneurship:

Research Guide

Kauffman Center for Entrepreneurial
Leadership Clearinghouse on
Entrepreneurship Education

4801 Rockhill Road

Kansas City, MO 64110-2046

Toll-free telephone: 888-423-5233
Web site: http://www.celcee.edu/about
/guides/youth.litinl

Youth Venture

1700 North Moore St., Suite 2000
Arlington, VA 22209

Telephone: 703-527-4126

Web site: hitp://wunw. youthventure.org
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