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Welcome to the Capital Good Fund’s

Exploring Small Business course! 
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A guide for those entertaining the idea of opening their very own businesses but aren’t sure where to start!
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Class One

Lesson 1: Saving
Saving resources now protects someone in case he or she does not have enough later. It also allows him or her to grow a business without borrowing. Saving is important to protect a person and his or her business from unpredictable events. The goal of this lesson is to learn the benefits of saving.

Background
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Sofia and Maria have identical catering businesses. Last year, business was strong, and both made a profit. However, due to the economic downturn, both businesses experience a significant decrease in orders and profits suffer.

Discussion Questions

1. Who was better off the following year and why?  

2. Why was Maria able to save money more successfully than Sofia? 

3. Do you save your money now? How often or how much do you save?

4. What are some benefits of saving your money?

Note: Elicit responses such as, to help in emergencies, to make big personal or business investments (e.g. education, buying a home), etc

5. Do you save your money in a bank account or at home? Why?

6. What are some of the benefits of saving with a bank versus saving at home?

Note: Elicit responses such as, less tempting to spend $ if it’s in a bank, more secure, earn interest, etc

7. What are some of the disadvantages of saving in a bank instead of at home?

Note: Elicit responses such as, hidden fees, less convenient, etc

8. Do you find it difficult to save your money? Why?

Note: Elicit responses such as, temptations, income too low to save, have to send money home to relatives, etc

9. What are some ways you could make it easier to save?
Lesson

Maria understands the benefit of saving, so she kept her profit in a bank account from last year in case something unexpected happened this year. Even during the economic downturn, she has enough money to buy healthy food and healthcare for her family. Sofia does not understand the benefit of saving, so although she had money last year, she did not save any, and therefore she does not have money when there is a recession this year. Saving can provide protection and security for the future. Also, saving can help buy more expensive items (or start a business) without borrowing or using too much debt.

Lesson 2: Spending

People choose how to spend their profit. There are many items that can be purchased, some of which can help a personʼs family or business, and some of which are not as useful or helpful. 

Background
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Kevin and Mike both have $300 in profit from their landscaping businesses this month and decide to spend the money.
Discussion Questions
1. How does each person benefit from his purchase?

Note: Be sure to talk about how Mike not only is staying current on his payments (thus avoiding hurting his credit and paying penalties) but also, because he bought an efficient truck, he is saving money. You also want to talk about the possible reasons why Kevin would make his purchase; e.g., maybe he has been working hard and deserves the new phone, or maybe the phone has some new features that will help his business.  
2. Who will benefit from his purchase more in the long term?

3. What should Kevin had considered before he spent his money?

4. What could Kevin buy instead that would be more beneficial?

5. What are some examples of things that you spend money on regularly that you 

do not really need?

6. Why do we spend money on things we don’t need?

Note: Responses can include things like temptation, feeling obligated to buy things for children or relatives, harder to save than spend
7. How can we change our behavior so that we can spend our money on 

necessities and invest more in our businesses?

Lesson

When Mike and Kevin earn profits, they must choose whether to save the money or spend it. If they want to spend the money, they must decide whether to spend it on their businesses, their families, or themselves. Mike figures out a way to spend his profit to help his business and family. Kevin decides to spend his money on something he needs but, instead of buying the most basic and inexpensive phone, he ends up spending too much for extras that he does not need. Because of Kevinʼs choice, he wastes money that he could have saved for his family or business. 

Activity 1: Prepare Your Monthly Personal Budget

(Identify areas to save – emphasize energy expenses)

Lesson 3: Profit

Profit is the amount of money collected for an item after its costs are paid. To make a profit, customers must pay a price that is larger than what the seller paid for the goods. Costs include materials, electricity, tools to make the goods, and payment for the businesspersonʼs time. The goal of this lesson is to understand how to calculate and earn profit.

Background
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Luis and Juan each have a business doing plumbing and other household repairs. Each pays about $550 each month for business expenses. Business has been slow and they are afraid they will not be able to cover their expenses and feed their families. They both charge $30 for a basic repair job and estimate they will each have 25 jobs this month.
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Discussion Questions
1. Who is ultimately better off?

2. What price does Luis need to charge in order to break even?

3. What could Luis do instead to make a profit?

4.  Are there any situations in which Luis’s strategy might be more effective in the long run?

Note: Discuss how this could be an effective strategy to drawing in new customers, and later he can raise his prices once he has a client base
5. What is a possible negative consequence that Juan could have experienced by not lowering his prices during a slow period?

Lesson

It is important to know what goods cost in order to set their prices above those costs, so that one can make enough profit to buy necessities like food, clothing, books and medicine. It is important to know and include all your costs, which can include things like fixed costs such as rent, and variable costs such as utilities (like electricity and water) and supplies. If a businessperson sets prices below costs, the businessperson will lose money by selling items even if he has money from selling those items. Juan knows his costs and refuses to sell unless he makes a profit. Luis has more customers but lost profit because he charged for less than his costs.

Activity 2: 3-Month Profit and Loss Projection

Class Two 

Lesson 1: Planning and Records
Creating a budget and planning helps people understand if they will have enough

resources to meet their future needs. Keeping records is an easy way of remembering what you have. We have already learned two of the main accounting statements you will need for your business – a monthly budget and a profit-loss projection statement— but the goal of this lesson is to learn how and why planning and keeping records now can help future business decisions.

Background
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Carla and Cristina each have a hair salon. They both want to expand their businesses to include a nail salon, but that requires $1000 to buy the necessary supplies.


Discussion Questions

1. What does Cristina gain from keeping records?

2. What are some other benefits of keeping written records?

3. How can Carla plan better? What kinds of records can Carla keep?

Note: This could include a monthly budget, keeping track of the checks she writes in her check book, computer programs like Mint, online banking

4. What do you keep records of? 

5.  What could you additionally keep records of?

6.What system to you use to keep records, e.g. computer, written? 

7. Have you ever had an experience in which you lost money (for example, to overdraft fees) because you did not keep records? Please share.

Lesson

Written records provide information. The information in records makes it easier to plan and make better decisions. By keeping records, Cristina can plan for the future. Because she can plan, she can make business decisions about things in the future. For example, if she knows how much she makes every month, she can plan to buy something in the future that she cannot afford now without using debt. In addition, written records make it easier to apply for loans because lenders want to see how your business is performing.

Lesson 2: Marketing

Customers buy products they want and need. The goal of this lesson is to understand that showing how a product meets a customer’s wants and needs can improve sales of that product.

Background

Melanie and Jill both have professional photography businesses and offer their services at the same prices. Both are talented photographers and are equally likely to be hired if others knew about their businesses.


Discussion Questions

1. Why does Melanieʼs businesses have a different number of customers than

Jillʼs business?

2. What are some ways Melanie could increase her business?

3. What are other marketing strategies Jill could try?

4. How do you decide which businesses you shop at or hire for services?

5. How did you hear about those businesses?

6. Name some memorable ads (e.g. flyers, television, radio) and explain why there were so effective.

7. Does your business have a marketing strategy? What is it?

8. What are you going to do differently now that you know this?

Lesson

Marketing shows customers how a product meets their wants and needs. Melanie and Jill offer the same services, but because Jill spends more time creating awareness about her business and how it can help her customers, her business is more successful. Marketing is about understanding wants and needs: If a customer understands why she needs a product, she will buy it. If a businessperson understands what her customers want and need, she can show them how her product meets their needs. If she understands her customers better than her competitors do, she will have a more successful business.

Activity 2: Marketing Techniques and Target Market Worksheets 
Possible Activity: Compare two ads and discuss which is more effective
Lesson 3: Price and Competition

If someone is selling a product nobody else sells, she can charge more than if sheʼs selling a product that others are selling. The number of other people who are selling the same product in the same location affects how much they can charge for it. The goal of this lesson is to learn how competition and price are related.

Background

Fatima and Bianca both have small restaurants serving Portuguese cuisine. The

restaurants are located in an area near several other similar restaurants.


Discussion Questions
1. Who has more competition, Fatima or Bianca? Why?

2. Who earns more money? Why?

Note: Discuss how although Bianca charges more, organic ingredients are more expensive, so she has to price her meals accordingly.

3. What product or service do you offer (or plan to offer)? 

4. How many other people in the area offer a similar product or service?

5. What do others charge (approximately) for the product? What do you charge?

6. Is there something you could do differently that will make your product or service unique?

Note:  This could include offering a wider range of products, lowering prices, targeting different customers, “greening” the business

7. If not, what are some things that you can do instead?

Note: Partner with someone already offering your product, locate somewhere else. 

Lesson

When products are the same, customers buy from the business who sells at the lowest price. Competition forces Fatima to lower her prices because she otherwise would not have any customers. Since Biancaʼs restaurant is the only one that serves food made from local and organic ingredients, Bianca can maintain higher prices because she does not have any market competition and there is a steady demand for such cuisine. Furthermore, Biancaʼs business choices have direct benefits for others, including the local farmers who grow and sell the fresh ingredients that Bianca uses. Buying local organic produce also reduces the impact of her business on the environment, which has positive externalities for everyone.

Activity 3: Competition Analysis Table (see attached)

Class Three

Lesson 1: Investing
Investing is a way to use savings to earn more money or resources. The goal of this lesson is to learn how to use saved profit to make more profit and have more savings.

Background

Gonzalo and Miguel each have a small restaurant. After paying for food, clothing and other basic necessities, each have $200 at the end of the month.


Discussion Questions

1. Who makes more profit in the long term, Gonzalo or Miguel? Why?

2. What could Gonzalo do with the money instead of saving it?

3. How does this compare to the Saving lesson in Workshop #1?


a. How can we reconcile the two ideas of saving and investment?

Note: People might need help understanding when it is important to save and when it is important to invest. Explain that while there is no exact rule, they should be saving a little each month.
4. What is the difference between spending and investment? 

Note; Students should be clear that investing refers to using money on something for the business that will produce more income in the future, while spending money means that you will not gain any future financial benefit (e.g. food, shelter, clothing, entertainment).

5. When or why might you spend (or save) your profits instead of investing them?

Lesson

Gonzalo saves his profit but it does not grow, so he has only what he saves. Miguel uses his profit to increase the size of his restaurant. Now Miguel serves more customers and generates even more income. By investing, Miguel spends money in order to earn more money in the future. He can use the extra money to save or invest again.

Activity 1: Investment Options Activity

Lesson 2: Interest

When someone borrows, she has to give back not only what she borrowed but also what the lender would have had at the time she repays him. Interest represents how a borrowed item changes over time. The goal of this lesson is to understand how interest affects borrowing.

Background

Caleb and Corey both own construction businesses. They each have a friend who needs to borrow a piece of machinery for a month to do a separate construction job.

Discussion Questions
1. Who is better off the following month, Caleb or Cory? Why?

2. What should Caleb do instead?

3. How could he determine would be a fair interest rate to charge his friend?

Note: This is tricky. They could agree on a fixed amount that they believe is fair based on what Caleb would have likely earned using it. They could also decide that Caleb gets a percentage of his friend’s profits.

4. How does this relate to interest on money you borrow from the bank?

Note: This should elicit responses about having to pay interest when they borrow money and may include discussion about the differences between paying interest to your friend and paying interest to a bank.

5. If you take out a loan from a bank, in a year, what do you have to pay back?

Note: There should be discussion about the different interest rates they pay. Students may also want to hear about compounded vs. flat rates.

6. How do you determine what is a fair interest rate?

Note: Responses should include consideration of who they can borrow from. Fair interest rates with a bank will be much lower than with a payday lender—even among payday lenders, you must compare rates to decide.
Lesson

If someone borrows money or property for a period of time, he must give back more than just the amount he borrowed. Instead, the borrower owes what that money becomes in that period of time, which is what the lender would have had if he did not lend the money or property. Because Calebʼs friend repaid him with the same equipment he borrowed, not the money Caleb would have earned if he used the equipment himself, Caleb has less than he would have had if he did not lend the equipment to his friend. In this sense, interest can be thought of as the price you must pay to borrow someone’s money. 

Activity 2: Determining interest and fees on different types of loans

Lesson 3: Production

Producing goods from raw materials adds value to them. Customers will pay extra for that value. Because someone spends time making products, others do not have to. Customers will pay for the time someone else spends doing something. If the producer is really good and can produce quickly, she can produce more – and earn more. The goal of this lesson is to understand how production adds value to materials.

Background

Eduardo and José each grow organic vegetables in a community garden. Four

organic tomatoes sell for $2 at the local farmersʼ market. One jar of organic homemade salsa, which is made with four tomatoes, sells for $5.


Discussion Questions

1. Who is better off, Eduardo or José? Why?

2. Would this change if it took José ten times longer to make salsa and sell it than Eduardo takes to sell his tomatoes?

Note: This goes into the idea of “opportunity cost” which they will learn later. They should respond that if they can use that time to earn more money somewhere else, then it is not worth it to make salsa.
3. What can you produce from what you already have to add more value?

Note: This might be tough if they don’t have a business yet. You might have to provide examples of raw materials and ask what they could do do add value (e.g. building and finishing furniture, making jewelry).

4. How much could you charge for the raw materials? How much could you charge for the goods that you produce from those materials?

Lesson

Production adds value to resources, allowing the producer to earn more. Especially in the case of common goods that people can buy from multiple sellers or grow themselves, like tomatoes, production creates useful, specialized goods that are more valuable to a buyer than the plain, raw goods are on their own. Making the salsa takes longer than just selling the tomatoes, but José earns $125 from selling the tomatoes he made into salsa. Eduardo earns only $50 and must sell many more tomatoes to earn the same amount of money that José earns.

Class Four

Lesson 1: Debt
Someone who borrows can benefit from what she borrowed while she has it but must pay it back. The goal of this lesson is to understand how borrowing can help your business grow and also to understand that debt can be risky.

Background

Reyna and Patricia both open up their own dance studios. To help pay for expenses, they both apply for and receive credit cards.

Discussion Questions:

1. Why does Reyna fall into in debt and Patricia does not?

2. What could Reyna do differently to avoid increasing her financial problems?

3. How will this debt continue to affect Reyna and her business in the future? 

4. What is the difference between debt and credit?

Note: Debt and credit are actually the same thing – when someone issues you credit (through a loan or credit card), you are in debt to them.

5. When is debt good? When is debt bad? 

Note: Debt is good when you use it to grow your business and you can pay it back when it is due. Debt is bad when it is not used to generate income in the future or if you are unable to pay it back when it is due. 

6. What is the ideal debt-income ratio?
Note: Your debt-to-income ratio shouldn't go above 20 percent. If you go above that, it negatively affects your credit score, even if you are paying your bills on time. It also increases your risk of not being able to repay.

7. What happens if you find yourself in debt and you cannot repay?

Note: This can negatively affect your credit score and if you offered collateral to secure the loan (such as your car or home), it can be repossessed. If anyone has further questions about debt or is currently in debt, they should schedule and individual counseling session.

Lesson

Debt can be used to generate more profits, but the borrower must pay back what she borrowed. Debt has risks, too: if someone borrows, she owes no matter what happens to what she borrowed. For example, if she borrows something and loses it, she still owes. However, debt can have great benefits: If someone borrows to invest in a business, and that investment generates more money, she now has more profit even after repaying what she borrowed.

Activity 1: “How Much Do You Pay?” Calculating costs of different types of credit
Lesson 2: Opportunity Cost

Deciding to do something means deciding not doing something else. What someone decides not to do is the opportunity cost. The goal of this lesson is to learn how to think about the opportunity cost of business decisions.

Background

Marissa and Jada each has a business tailoring clothes and making alterations from their homes. Each earns about $50 per day.

Discussion Questions

1. What does each lose or gain by selling cosmetics? Who gains more?

2. What should Marissa do? What should Jada do?

3. Who has more at the end of the day, Jada or Marissa?

a. If working in her tailoring business?

b. If selling cosmetics?

4. What does Jada give up (not have) by selling cosmetics?

Note: You should emphasize here that the answer ($50 a day from tailoring) is Jada’s opportunity cost.

5. What does Marissa give up (not have) by selling cosmetics?

Note: You should emphasize here that the answer ($50 a day from tailoring) is Marissa’s opportunity cost.

6. What does each lose or gain by selling cosmetics? Who gains more?

7. What else could you do (or make or produce) instead of coming here?

Note: This can include a number of things such as errands, chores, time with family, watching a movie, etc. -- whatever they would normally do!

8. What are some other examples of opportunity cost?

Lesson

Marissa must choose between earning $50 by tailoring and altering clothes and $40 selling cosmetics for her friend. If she chooses to sell cosmetics, she gives up $50 in exchange for $40. Her opportunity cost is $50, and she makes $10 less that day. Marissa still has the tailoring orders that she can do for $50. What Marissa should do here depends on how much she values helping someone else and how much she values the $40. Jada must make the same choice, between tailoring and altering clothes for $50 and selling cosmetics, this time for $60. If Jada sells cosmetics, she gives up the $50 (her opportunity cost) she would have made to earn $60, or $10 extra, selling cosmetics. Jada also still has the tailoring orders she can do for $50. Jada could help the businesswoman sell cosmetics because that gets her more money and allows her to help someone else. The lesson here is not just that more is better. A businessperson should not always decide to do what will make more money. Instead, she should think about what sheʼs giving up and make a conscious decision about her trade-off. If helping someone else is more valuable than making a little more money, she should help someone else.
Lesson 3: Cost-benefit Analysis

The most beneficial decisions give the most value. If we face a business

choice, we should compare the time and money of what each options costs and what we would get from them. One might be more expensive or take longer, but it might create more profit. If two choices will give the same profit, doing the one that costs less is a more efficient use of resources. The goal of this lesson is to understand how to compare different choices and choose the one that is better for a person and his or her business.

Background

Gabriella and Alicia both own laundromat businesses and need to replace their

washing machines. They have the option of buying inexpensive machines that are less energy and water efficient, or spending more on more durable and efficient machines, which save money on utilities.


Discussion Questions

1. Who saves more money in the short term?

2. Who saves more money in the long term?

3. What are some other benefits Alicia’s purchase has?

Note: This question should elicit discussion about the environmental impacts of our businesses.

4. Should Alicia market her business differently now that she has a different machine?

5. Which washing machine would you buy? Why?

6. What do you take into consideration when deciding to purchase supplies or equipment for your business?

Note: Responses should include price, quality, how much savings they have and whether they need to borrow money, environmental impacts

.

Lesson

At first, Alicia spends more money because the efficient machines are more expensive. However, because Gabriellaʼs appliances are less efficient, she will spend more money every year on utility bills. In the long run, then, Alicia will save much more money and the appliances will reduce the impact of the business on the environment. Additionally, the fact that Aliciaʼs business is more eco-friendly might attract new customers and increase profits.

Activity 2: Cost-Benefit Analysis Decision Making Worksheet
Class Five

(Teacher’s Note:The purpose of the final workshop is to incorporate environmental themes and demonstrate the relationship between earning money, saving money, and best practices. This lesson will follow a different format, in that it will be divided into two sections. The first will address best business practices and the environmental aspects of business literacy, while the second will focus on implementation and future outlook.)
Part I: "Best Practices"

"Going green" is a popular term these days, but what does it mean for small

businesses? Contrary to what you may hear, making your business environmentally friendly is not difficult or expensive -- in fact, it will likely save you money by cutting costs and boosting your customer base. Reducing the impact of your business on the environment is important for a number of reasons, and even the smallest changes add up to make a substantial improvement. Environmental degradation has negative effects on the health of you and your family, and affects the well-being of people all over the world. It also costs you money in ways that you may be unaware of, such as with wasted resources and energy bills. It is much less expensive to utilize green business practices from the beginning when you are starting up your business than to wait until later and try to change the way your business operates. Today we will be looking at ways to integrate environmentally sound practices into your business.

 Efficient use of lighting and appliances

A lot of business equipment uses electricity to run, and the easiest way to reduce your use is to be conscious about how much you use this equipment. You can save electricity and money without compromising your business in a few ways:

• Turn off lights and appliances when you leave the room or are not using them

• Unplug devices with power adapters when they are not in use (the power

adapter uses energy even if the device is turned off)

• Turn of computers and other electronics when not in use (even in sleep mode,

they use electricity)

 Recycling

  Recycling is one of the most prominent environmental efforts in our             community and is beneficial in many ways. The only better option is to           minimize the waste we create in the first place!

How to Recycle
1) First you need bins: recycling bins can be purchased for $5 each at the Department of Public Works at 700 Allens Avenue in Providence.

2) The city of Providence divides recycled products into two categories: paper and plastics/glass/metals.

· Paper items go in the green bin. This includes cardboard boxes (which should be cut into 3x3 pieces, but excludes packaging for frozen foods or other packaging that has come in contact with food (like pizza boxes)

· Plastics, glass, and metal go in the blue bin. This includes soda cans, aluminum foil, and glass bottles. Plastic bottles are marked on the bottom with a number surrounded by arrows. If the bottle is marked 1 or 2 it can be recycled, but those marked 3-7 cannot be recycled. All bottle caps should go in the trash.

Minimizing Waste:

Whenever you can, buying products with less packaging will reduce the amount of waste produced by your business, especially if you are purchasing in bulk. Also, consider the waste caused by shipping and transportation when deciding what products to buy.

Activity 1: Group discussion on consumption and waste

In a group, brainstorm ways that you personally can reduce energy

consumption and minimize waste in your business. Student can also calculate

potential savings by increasing energy efficiency at a website such as http://

www.greenbizcheck.com/savings-calculator/.

C. Local sourcing

If your business requires you to purchase ingredients or other products, consider

where these products are coming from. If they were manufactures across the country or internationally, lots of resources were spent packaging and transporting them. Transportation of goods is one of the largest contributors to air pollution. Buying locally made goods will therefore cut down on the environmental impact of your purchase, and will also help support small businesses like your own.

Pose the question: what things do you buy that you think come from far away? Which do you think you may be able to purchase locally?

D. "Greening" Your Equipment and Products

In many cases you can replace the equipment or inputs you use to make your products or deliver your services with more environmentally friendly options. Here are some ideas for simple actions you can take:

• Replace your light bulbs. CFLs are compact florescent light bulbs, which

produce the same amount of light but use a fraction of the energy of standard

(incandescent) light bulbs. They are more expensive, but last much longer than

standard bulbs, and so they pay for themselves quickly. 

• Choose ENERGY STAR Appliances. ENERGY STAR qualified products use less electricity to perform the same function, which means savings on electric bills. When considering the price of a new appliance, take into account your future savings as well as the number on the price tag.

• Buy recycled materials and products. The point of recycling is to reuse materials again so that new materials donʼt have to be taken from the environment. Recycling your waste helps with one half of that process, and buying products made of recycled materials completes the circle and helps reduce resource degradation.

E. Training employees to follow best practices

Your individual effort is valuable, but in order to minimize the environmental impact of your company, it is important that your employees also understand the principles of sustainable business practices. Consider arranging a short sustainability workshop to get everyone on the same page:

 • Make sure they know why. Explain to your employees the importance of

sustainability.

• Make sure they know how. Once you have decided which green business

practices apply to your business, make a checklist of actions that you and your

employees need to take in order to make the business greener. Go over the list

with your employees, and make sure everyone understands what each item

means. Display the list somewhere prominent to remind everyone that

sustainability is a business priority.

• Be creative! Can you think of other ways to help employees live a more

sustainable lifestyle? Maybe encourage employees to bring reusable water

bottles rather than plastic ones. Your imagination is one of the best tools in business, and you can encourage your employees to be active participants as well.


Part II: Implementation and Future Outlook

Now we are going to look at how everything we've learned so far in the

workshops is interconnected. When you apply what we've done in the lessons to your business, everything is going to work together to help your business succeed!

A. Earn Money:

1. Investments

Sometimes you have to spend money to earn money! When making business

decisions, you have to think about the long-term, not just the immediate costs.

Something that may require you to invest more at first may end up saving you

money over a longer period of time. In particular, many energy efficient products

cost more at first, but they save you a lot of money on utility bills. Therefore, not

only can you help the environment, but you can cut down on your long term costs!

2. Production

Sometimes it might seem like a good idea to buy the inputs that aren't good for

the environment just because they're cheaper. This is where thinking in the

short-term goes wrong! When your business produces goods with wasteful

inputs, you are losing money to a lot of unseen costs. Greening your production

process makes your business much more profitable in the longer run.

3. Competition

If you adopt some or all of the best practices we've just learned, your business is

unique because it offers a good or service in a way that most businesses don't.

This distinguishes your business among your competitors because being

"green" gives you a marketable edge.

4. Marketing

What do you do once you've adopted all these green best practices? Market, market, market! There is a big demand for green products and services, so by advertising your business practices, you will be able to attract many more customers. If you are interested, you can get your products certified as meeting certain environmental standards. For more information, see:

1) Green Seal: http://www.greenseal.org/getcertified/index.cfm

2) Institute for Green Business Certification: http://www.gbcertified.com/ home09.asp

5. Opportunity cost

A lot of these best practices take time and effort to put in place and sustain,

particularly since starting up a business can be a very time-consuming process.

When you make a choice affecting your business, don't only consider the direct

outcomes. Think about what you are giving up in terms of both time and money

by making that decision. Is there something more efficient or useful that you can

spend your money or time on?

6. Price and Competition

The more competition your business has, the lower your prices generally have

to be. However, in going green, your business is less likely to have a lot of

competition because you are offering something different and so you may be able to price your products or services a little differently. Be careful though - high prices will scare even very environmentally concerned customers! Customers take both their wallets and the environment into consideration when they're deciding what to buy.

B. Save Money:

1. Saving

There are many ways to save money that people often overlook. As we

mentioned earlier, using more efficient equipment and wasting less energy can

reduce your utility bills. In addition, local goods are often more inexpensive

because they haven't been wasting fuel by being transported all over the

country. Saving doesn't mean you can't spend any money, it just means you

spend your money in different, more efficient ways!

2. Debt

When you fall into debt, you end up having to pay much more than you

borrowed in the first place. Again, avoiding debt doesn't mean you can't spend

any money. You just have to ensure that you will be able to pay back the money

you spend (using loans or credit cards) on time. Using credit cards and loans

can help build your business, but avoid relying on them too much.

3. Planning and Records

One way to avoid falling into debt while still investing in your business is to use

a system of planning and records. This will help you decide what you can and

cannot afford to do by letting you see how much you can borrow without going

into debt. Also, you can use a system of records to find ways that you can save

more money and reduce the amount of waste your business produces.

4. Cost-benefit Analysis

This is a way to help you think about all consequences of your business

decisions. When you start your own business, you can't only think in terms of

money. You also have to consider your time, effort, and opportunity costs. You

also should consider some of the indirect costs and benefits that might not seem

obvious. For example: will this attract or repel new and old customers?

5. Interest

When you borrow money, you have to pay back the amount that you borrowed

plus the interest on the loan. However, you also receive interest on your savings

when you save your money in the bank.

6. Profit

The money that you earn from your business is your profit, and it is your

decision to either invest, spend, or save the money. After you pay all your bills and loan payments, it is up to you what you do with that profit!

Do You Have What It Takes?
(ACCION USA)

As we have learned over the past five weeks, starting a business is more than just having a good idea. Think carefully about your personal strength and weaknesses-- you must be determined, passionate, and creative if you are to be a successful entrepreneur. To help in your self-evaluation, answer the following questions by rating yourself between 1 (the lowest) and 5 (the highest).

1. Do I have a clear and enthusiastic vision of my business?_____


· An entrepreneur should have an enthusiastic vision that is supported by concrete ideas of products and services that are unique (not currently available in the marketplace).
2. How capable am I of making decisions?_______

· Entrepreneurs are generally obligated to make decisions, often instantaneously, without being able to consult a third party.
· Entrepreneurs not only must be able to take initiative, but should be able to persuade others to join and support their cause and/or vision.

3. How successful am I at planning and organization?_______

· A lack of planning is the main cause for the majority of small business failures. It is necessary to be very organized, especially in your financial planning, projections of inventory and product, and scheduling.
· An entrepreneur is very strategic in all his/her actions, and develops a plan with a specific methodology and clear goals.

4. How well do I get along with a wide variety of people?_______

· An entrepreneur generally must interact with a wide variety of individuals and build mutually beneficial relationships, particularly with suppliers and clients, while being able to negotiate terms on contracts.
· An entrepreneur is a successful communicator and is generally an extrovert.
· An entrepreneur has the ability to effectively manage different people working within or in collaboration with his/her business.

· 5. How willing am I to take risks?_______

· It is necessary to carefully evaluate the costs associated with starting a business. Do a market analysis, identify the needs of the targeted clientele and TAKE ACTION!
· An entrepreneur is not afraid of making errors, learning from them and implementing new knowledge within his/her processes.






Results

If you scored between:

· 21-25: Now is the time to roll up your sleeves and get going. Contact the Capital Good Fund for more information about our small business loans and our advanced business course. 
· 16-20: It is highly possible that you have the profile of an entrepreneur, but it would be a good idea to speak with the various business development centers in your area, including SBDCs, the SBA and SCORE, in order to investigate further how you will go about beginning your own business.

· 11-15: You may need to spend time reflecting on your ability to start your own business. Speak with business professionals, counselor, as well as family and friends.
· 5-10: You may just not be cut out to start your own business. At the very least, you may not possess the main characteristics of most successful entrepreneurs.
· 0-4: Starting your own business is probably not the best way to use your various talents and skills.
Now that you have familiarized yourself with the basic principles of starting a business, what’s next?



The Capital Good Fund is offering Intersect Fund’s Build Your Business: A Course in Business Planning and Operation, an advanced course intended for those who have started a business or shown significant dedication to starting a business. Participants will graduate having produced an SBA-approved business plan and will have developed a comprehensive, detail-oriented understanding of registering and operating a business. 
Activities

Three Month Profit-Loss Projection
Directions: On the following sheet, fill in the information presented in the story below and complete the necessary calculations. 

Rosa just started her own cleaning business three months ago. Before she began, Rosa had $800 in savings. She then borrowed $2,000 from the Capital Good Fund to help cover some of the business expenses. 


In the first month, Rosa’s business earned $3,000 from cleaning houses. However, she also had to spend a lot of money on her business expenses. She used $200 to make a loan repayment and another $2,300 for cleaning supplies and equipment. Rosa spent $800 on car insurance, repairs, and gasoline that month, as well. An additional $1,000 was used to pay her employees’ salaries, $110 went to her phone bills, and $900 was used for miscellaneous expenses. 


The second month, Rosa’s business earned $3,800 from cleaning houses. Again, she had to use $200 to make a loan repayment, and she had to spend $600 for more cleaning supplies. Rosa also spent $800 for automobile expenses and again paid her employees $1,000. She paid her $100 phone bill and used $750 to cover miscellaneous expenses. 


The third month, the business earned $4,500 from cleaning houses. Rosa spent $200 to make the loan repayment, and used $750 to purchase more supplies. Another $1,000 was used to pay her employees, $850 for automobile expenses, and $120 for her phone bill. Rosa also used $800 on other miscellaneous expenses for the business.

Three Month Profit-Loss Projection

	Mes
	Mes 1
	Mes 2
	Mes 3

	1) Saldos Iniciales en Efectivo
	$800
	$490
	$840

	5. Fuentes de Efectivo

Ventas

Capital del préstamo
	
	
	

	
	$3,000
	$3,800
	$4,500

	
	$2,000
	
	

	3) Fuentes Totales de Efectivo
	$5,000
	$3,800
	$4,500

	6. Usos del Efectivo

Compras de inventario

Sueldos del empleado

Compra de equipos

Servicios: Gas, Electricidad, Calefacción, Agua

Teléfono/Celular

Auto: Gasolina, Reparaciones, Estacionamiento, Seguro

Renta del negocio

Pagos del Crédito commerical

Pagos del Crédito/ Tarjeta Cargo (para el negocio)

Impuestos

Otros
	
	
	

	
	n/a (included below)
	$600
	$750

	
	$1,000
	$1000
	$1000

	
	$2,300
	n/a
	n/a

	
	n/a
	n/a
	n/a

	
	$110
	$100
	$120

	
	$800
	$800
	$850

	
	n/a
	n/a
	n/a

	
	$200
	$200
	$200

	
	n/a
	n/a
	n/a

	
	n/a
	n/a
	n/a

	
	$900
	$750
	$800

	5) Usos Totales Del Efectivo
	$5,310
	$3,450
	$3,720

	7. Efectivo Neto Proporcionado (Usado)

    (#3- #5 = #6)
	- $310
	$350
	$780

	8. Saldos Finales de Efectivo - Superavit (Déficit)

       (#6 + #1 = #7)
	$490
	$840
	$1,620


Marketing Tools

	Tools
	Pros and Cons
	Cost
	This is a tool I will utilize

	Example:

Word-of -Mouth
	Positive word-of-mouth is the best advertising. Negative word-of-mouth can really hurt business.
	Free!
	x

	Brochures

And Flyers
	
	
	

	Coupons
	
	
	

	Yellow Pages
	
	
	

	Participation in Community Events
	
	
	

	Internet

And Website
	
	
	

	Public Relations (press releases, news articles, media interviews)
	
	
	

	Sampling (free samples of your product)
	
	
	

	Networking
	
	
	


Identifying Your Target Market
Before you begin marketing your business, you should identify who your potential customers are. This will help shape the way you advertise and conduct your business. 

Below, identify the characteristics of a hypothetical customer and then describe how your business meets his or her needs.
Age/Gender_____________________________________________________________________________

Income level_____________________________________________________________________________

Employment_____________________________________________________________________________

Hours of Work___________________________________________________________________________

Family Size/Marital Status_____________________________________________________________

Education________________________________________________________________________________

Ethnicity__________________________________________________________________________________

Location__________________________________________________________________________________

Spending Habits_________________________________________________________________________

Other_____________________________________________________________________________________

In what ways does your business meet the needs of your typical customer? Be specific.
____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

How will you advertise your business to appeal to your target customer? Consider demographic, geographic, and psychographic (attitudes, beliefs, and emotions) variables of your target market.
____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

Competitive Analysis
1) WHO ARE YOUR FIVE NEAREST COMPETITORS? 

2) HOW WILL YOUR OPERATION BE BETTER THAN THEIRS? 
3) HOW IS THEIR BUSINESS: STEADY? INCREASING? DECREASING? WHY?

4)  HOW ARE THEIR OPERATIONS SIMILAR AND DISSIMILAR TO YOURS? 

5) WHAT ARE THEIR STRENGTHS AND/OR WEAKNESSES?  WHAT HAVE YOU 
 LEARNED FROM WATCHING THEIR OPERATIONS?

Investment Decisions

1. Ramiro installs carpets for a living and every few days he must buy more materials. He can only buy the materials in small amounts because they are very expensive and he does not have enough money saved to buy more at one time. Ramiro is not sure whether he should continue to buy the materials in small amounts or whether he should take out a loan so he can buy the materials in bulk.  If he buys in bulk, the materials are cheaper and he saves time because he does not have to go to the store as often. Should Ramiro continue what he is doing or should he take out a loan to buy more materials?

2. Sara needs to buy more light bulbs for her store. She heard about CFL light bulbs that last ten times longer but cost a lot more than regular light bulbs. Should Sara invest in more inexpensive light bulbs or the CFL light bulbs?

3. Luis has a small restaurant that is often very crowded. He is not sure whether to use his profits to buy more ingredients for the restaurant or to buy more tables for customers. If he bought more ingredients, he could put new dishes on the menu. However, more tables means that he would be able to serve more customers at one time. What should Luis invest his profits in?

4. Eva owns a cleaning service business and has two children. The school year is about to begin and her children would like some new back-to-school clothes and supplies. However, Eva also would like to put an advertisement for her cleaning service in the local newspaper in order to expand her client base. What should Eva do?

5. Beatriz is a skilled artist, and she makes and sells jewelry for a living. She has been making a small profit from her jewelry and wants to expand her business. She can’t decide whether she should buy more materials to make more jewelry, or to try something new and design bags. She already has the tools for jewelry making but would have to buy all new tools to start making bags. She also is not sure if there is a high demand for bags but she does not know anyone else who sells them in the area. What should Beatriz invest her profits in?

Understanding Credit Terms and Interest
(ACCION USA)

Having and using credit is convenient but it usually costs something and it needs to be paid back. It is important to understand the costs of different forms of credit.  Some forms of credit may be easier to get than others, but they often come with a high cost.

If you are thinking of borrowing or opening a credit account, your first step should be to figure out how much it will cost you and whether you can afford it. Then you should shop for the best terms. When applying for credit, there are three terms you need to be familiar with:


1. Principal - the amount of money you are borrowing.


2. Interest Rate - what the lender charges you to let you use their money. It is a 
percentage of the principal (charged per year, month, or week.)

3. Fees - cover the lender's costs to review your credit application or to service your account (maintenance fees, service charges, late fees.)

Because it costs money to use credit, in general credit should be used for things that have a useful life beyond when you finish paying your debt.

Example:

Ana decides to open a new bakery and she needs to purchase a professional stand mixer. It will cost $500.  Ana does not have enough saved to purchase it right now, so she decides to do her homework and find the best possible deal to finance it:

	Cash
	Capital Good Fund Loan
	Credit Card
	Payday Lenders

	 Ana can wait a year to buy the mixer, when she has saved enough money to pay cash. 


	Ana could take a $500 loan from the Capital Good Fund with a 15% annual interest rate. She would pay $48 every month.
	Ana could use a credit card to purchase the stereo.  The card interest rate is 24% and she would pay the minimum payments ($15/month). It takes 56 months to pay it all off, with an extra $332.22 in interest. 
	  Ana could get a $500 loan at a payday lender with a biweekly interest rate of 20%. She would pay $100.07 every two weeks for 21 months.

	$500
	$576
	$832.22
	$4,425.01


What option should Ana choose?

Dealing with Debt 
After years owning a food vendor on the street, Carlos used all his savings to open a new restaurant.  However, he did not have enough to cover start-up expenses and he decided finance his business in other ways. Carlos borrowed $500 from his brother at 10% annual interest and he then put another $650 on his credit card, which has a 24% interest rate. However, Carlos then realized that because of a misunderstanding, he is also $950 behind on child support, which, according to RI state laws, carries a 12% interest rate. Carlos is worried that the state government will repossess his car if he does not pay the owed child support soon.

Carlos wants to pay off all his debt in one year. How much should he pay this month for each owed amount in order to accomplish this goal?
	Creditors/Debt


	Payment
	Interest Rate
	Monthly Payment
	New Balance

	Debt 1:  Brother
	$500
	10%
	$43.96
	$48.53

	Debt 2: Credit Card
	$650
	24%
	$61.46
	$636.11

	Debt 3: Child Support
	$950
	12%
	$84.41
	$920.46

	Totals
	$2100
	N/A
	$189.83
	$2040.10


Optional Discussion Questions:
 

1) If Carlos does not make enough profit from his business the first month it opens to make payments on all the debts, which should he pay off first? How should he prioritize his debt?

 

2) Is paying off debt with other credit cards a good solution?

 

3) What can happen if Carlos cannot pay off his debts when they are due?

 

4) Does current and past debt affect your credit score? Why is your credit score important for your business?
	Benefits
	Costs

	
	





Cost-Benefit Analysis
What are the benefits of coming to the class each week? What are the costs?
Optional Cost-Benefit Analysis Activity
(Created by Michael Koren)

Situation One
Bill is interested in being a basketball referee. In order to get certified and known as an official, he needs to attend a camp for basketball officials. At this camp, Bill will learn instruction about refereeing, referee at least four games, be seen by people who assign officials to games from the grade school level through high school varsity level, and meet other officials. If Bill gets hired to games, he will make a minimum of $20.00 a game, possibly more. Bill does not have the $350.00 in his monthly budget to cover the cost of the camp? Should Bill attend the camp?
[Yes. Once Bill gets known in officiating circles, he will have opportunities to make thousands of dollars in a basketball season. Even if Bill borrows the money to attend the camp and needs to buy some basic equipment, he will come out ahead in the long run. The opportunity costs is the cost of the camp, which is $350.00.]
Situation Two
Sally is looking to buy a five-year-old, used Mustang convertible. It will cost her $9,500.00 to buy the car plus insurance. She believes this car will make her very popular at school, make it easier for to get dates, and will bring a lot of attention her way. Her parents are willing to provide her with a ten-year-old station wagon and will pay for all costs of the this car except the gas Sally uses. Sally has $5,000.00 in her savings account and monthly income of $450.00. Which car should Sally get?
[She should take the station wagon because she can't afford the Mustang convertible. She also is making assumptions about her improved social life which may or may not be true. The opportunity cost will be possibly being less popular and getting fewer dates.]
Situation Three
Claudio wants to become a teacher. He wants to go to the best school in the state which has a great School of Education. This School of Education has a very positive national reputation and places 85% of its graduates in good paying teacher positions. However, since the school is located on the other side of the state, Claudio would not be able to go to school and live at home. He would have to pay tuition and the cost of living in a dorm, food, and other expenses. The university in his hometown has a School of Education which has an average reputation and places 75% of its graduates in jobs. However, the average starting pay for teachers who attend the local university averages $3,500 a year less than the starting pay from teachers who attended the university with nationally known School of Education. Claudio would have to borrow money to attend the better school and will have about $15,000 in debt after finish college. Should he do this?

[Yes! Assuming he is a good teacher, he is very likely to get a job with a high starting salary. Most likely, he will earn significantly more money over his teaching career if he attends the university with a nationally known school of education. While he will be behind in the beginning of his career, he should make this difference up over the length of a long teaching career. Claudio could also apply for scholarships or work-study jobs to help offset some of his debt while attending school. The opportunity cost is being in debt and not being able to do some things for a while since he in debt.]
Story A


Sofia does not have a savings account at a bank because of the minimum balance requirements and hidden fees.  She thinks she can save more if she keeps the money at home, since she won’t have to pay all those fees. Because she was working long hours and had her savings on hand, Sofia would often end up buying her family takeout food most nights. Over the year, Sofia spent all of her savings without realizing it.








Story B


Maria kept some of her profit from last year in a savings account in the bank and earned interest on her savings.  She put the rest of the profits in a checking account and paid her bills with that account. Even after the recession this year, she still has enough money saved to buy healthy food and pay for healthcare for her family.








Story A


Kevin spends his profit on a new cell phone because he had broken his old one. Instead of getting a replacement of the old model, Kevin decided to be a much more expensive phone because it has new features and apps. 








Story B


Mike has been planning to buy a car and he puts his profit towards payments on a used pick-up truck with good gas mileage.


Mike can use the truck to take his equipment and crew when he goes to work, and also


to take his children to the school in the morning.








Story A


Luis decides to lower his prices in order to attract more customers. He charges only $18 for a basic repair job. This brings in new customers, so Luis has a total of 30 jobs this month and earns $540. Even though Luis increased the number of jobs, after calculating expenses, he lost $10 this month.








Story B


Juan refuses to do a basic repair job for less than $30. He loses 2 customers to Luisʼs business and only has 23 jobs this month. However, he earns a total of $690, thus earning a profit of $140. He uses some of this money to support his family and saves the rest.








Story B


Cristina keeps written records. Cristina knows how much she has and how much profit she keeps at the end of every week. Cristina knows she does not have the $1000 and cannot afford the supplies now. However, Cristinaʼs records show that she can save $50 every week and will be able to use her extra profit to buy the nail salon supplies in 5 months. After she saves enough and buys all the necessary materials, Cristinaʼs salon starts offering manicures and pedicures for $20, which greatly increases business, and eventually Cristina earns back the money she invested.








Story A


Carla does not keep records. Carla knows that she makes some profit each week but does not know exactly how much. Carla does know that she does not have $1000 and cannot afford to expand her business now. She also does not know how long it will take her to save $1000. Carla does not buy the supplies or plan to buy supplies later. She continues only to do hair in her salon.








Story B


Jill invests in printing brochures about her business and distributes them in neighboring areas. She negotiates with other local businesses and each agrees to help the other by displaying one anotherʼs ads. Jill also creates a website and uses social networking tools to generate more awareness of her services and prices. By making others aware of her business and the benefits it offers, she attracts new customers. Furthermore, old customers who did not know of all the business services, such as event videography, returned with other requests.








Story A


Melanie does not spend any time or money on advertising her business. She is hired by her friends and family to work at a few events but soon her business slows and she struggles to cover her business expenses.











Story A


Fatimaʼs family cooks and serves traditional Portuguese dishes at reasonable prices. The service is good and the restaurant has a small base of loyal customers. However, Fatima has a difficult time attracting new customers because there are so many restaurants nearby with similar dishes and prices. 








Story B


Biancaʼs family also cooks and serves traditional Portuguese dishes, but they use


local organic inputs and ingredients. Although the dishes are similar to those in


Fatimaʼs restaurants, Bianca can charge higher prices because her customers are willing to pay more for food they know is local and organic. Since her restaurant is the only one in the area that serves food prepared this way, her customer base is continually growing.








Story B


Miguel uses some of his profit that he has to save over time to increase the size of his restaurant. With more tables, he is able to serve more customers and increase his profits, eventually earning back the money that he invested in expanding the restaurant.








Story A


Every month, Gonzalo decides not to spend his $200. He saves all of it for next year in case he needs it. Even though his restaurant is often crowded, Gonzalo does not want to spend the money to expand because he’s afraid it will be too expensive and he won’t earn the money back.








Story B


After one month, Coreyʼs friend returns the equipment he borrowed and gives Corey a share of the profits from the construction job in return for the use of the machinery. Corey is therefore better off than he was a month ago, and is in the same position he would be in if he had used the equipment.





Story A


After one month, Calebʼs friend returns the equipment he borrowed. Caleb is in the same position he was a month earlier, since he wasnʼt able to use the equipment while his friend was borrowing it.








Story B


José harvests 100 tomatoes and uses them to make 25 jars of salsa, which he sells at the market. It takes an additional 4 hours to make all the salsa. After selling his product, José earns $125.








Story A


Eduardo harvests 100 tomatoes and sells them at the market. He earns $50.








Story B


Patricia uses her credit card to pay for a few of the things she needs to open the studio. The majority of the equipment she buys with her savings. When the monthly bills come, she has enough money to pay them on time and therefore does not accumulate lots of debt.








Story A


Reyna uses the credit card to pay for all the equipment she needs for the dance studio. She assumes that she will be able to earn enough money to pay off her bills later. However, business is slower than she hoped and she doesnʼt pay her bills on time. Because she is late paying her bills, the credit card companies charge her very high finance charges and she ends up owing a lot more money than she actually spent.








Story A


Another friend and businesswoman needs help selling cosmetics and asks Marissa for help. The businesswoman will pay $40 per day for Marissaʼs help.








Story B


Another friend and businesswoman needs help selling cosmetics and asks Jada for help. The businesswoman will pay $60 per day for Jada’s help.








Story A


Gabriella decides to purchase the cheapest machine available for $350 in order to save


money. 





Story B


Alicia decides to buy the more expensive machine for $400 because it saves more energy and water. This reduces her energy costs by more than a third and water costs by more than a half, so she automatically saves $60 a year on utilities
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