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How to Start and Grow a Business 

MODULE 8: Finalize Your Team and Prepare for Business Launch 

Deal with money issues 

Money is at the heart of every business, and understanding money—how to raise it, account for 

it, and manage it—is critical to business success.  

Managing money is particularly important. It’s not enough to just make a profit; it is certainly 

possible to be profitable and still not have the cash on hand to pay your bills. That’s why 

understanding and planning cash flow is important. Likewise, it’s possible to be growing a 

healthy business while you’re not yet profitable—by planning the right kind of financing. 

Setting up financial procedures right from the start of your business will help you avoid 

problems as you grow. 

Meet with an accountant  

As you get your business underway, you’ll need the assistance of a good, small business 

accountant to help you in most aspects of managing your money. An accountant who 

understands small business issues can help you set up your accounting procedures and books, 

better understand any financial or tax issues you’ll face, and can help you in tax planning. You’ll 

avoid a lot of problems by getting things set up the right way right from the start. And you’ll 

almost certainly lower your taxes too! 

Believe me, a good accountant can also provide you with bookkeeping or bill-paying services or 

recommend a reputable outside bookkeeper. If your business will require lots of invoices, bills, 

or bookkeeping, you may want to ask about these options, especially if you don’t have the fund 

to hire an in-house bookkeeper.  

Read through this entire section before you meet with your accountant, so that you have a more 

thorough understanding of the issues you need to discuss.  

Learn the lingo 
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Once you’re in business, you’re going to encounter some money-related terms repeatedly. Don’t 

be afraid to ask someone what they mean. No one expects you to understand it all.                             

But to make you seem less like a novice, here’s a list of some frequently used money buzzwords. 

Soon you’ll sound like you’ve been discussing money for decades:  

“Red ink” or “in the red.” On accounting ledgers, negative numbers used to be written in red 

ink. So the expressions “red ink” or “in the red” refer to showing a loss.  

“In the black.” Positive numbers, on the other hand, were written in black ink. So if your 

accounts finish “in the black,” you’ve come out with a profit.  

The “bottom line.” At the top of your financial statements, you list your income. You then 

deduct your expenses. The number you’re left with on the last line of your profit and loss 

statement is how much money you’ve made—or lost. That’s your company’s “bottom line.” 

Overhead, or fixed expenses, or your “nut.” These terms refer to the expenses you have each 

month, even if you don’t make a sale. Fixed expenses include items such as rent, utilities, 

insurance, phone service, and administrative salaries. Your “nut” is the total amount of these 

fixed expenses.  

Your “burn rate.” This is how much money you’re going through each month. This can be 

different than your fixed expenses, depending on what you spend on variable expenses, such as 

marketing, temporary help, buying new equipment, and so on.  

Variable expenses. These are the costs that change depending on how many sales you make. In 

other words, if you run a sporting goods store, your rent is fixed no matter how many golf clubs 

you sell, but the amount you spend on marketing may change.  

Cost of goods sold (COGS). This refers to what it costs you to purchase inventory to sell to 

others or to purchase materials to manufacture your products.  

General and Administrative Expenses (G&A) or Operating Expenses: The amount you 

spend to operate your business other than COGS or sales cost. This includes all overhead 

expenses (such as rent, utilities), salaries, marketing, and so on.  

Revenue: Total amount of money received from sales.  

Income: The amount of money received from any source. You can, for example, have money 

coming in to your business from loans or as a result of investments.  

Profit: Money you have left after deducting your costs. There’s gross profit or net profit.  

Gross Profit: The amount of money left after deducting the cost of goods sold but before 

deducting general and administrative expenses.  
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Net Profit: The amount of money you receive after deducting the cost of goods sold, sales cost, 

and operating expenses.  

Net Loss: The amount of money you’re in the red if, after deducting all expenses from all 

revenue, you have lost money instead of having made money. 

Take stock of your personal financial situation  

When you start a business, you may hope to use OPM—“other people’s money”—to build your 

company. Be warned: you’re going to have to rely on your own money and your own credit to be 

the primary source of funding—at least until you start making sales! 

So as you begin to deal with your new company’s finances, take stock of your personal financial 

situation and monetary assets. This will help you plan your expenditures and prepare you to meet 

with an accountant.  

Of course, many of the most important assets for starting a business are not financial—assets 

such as ambition, perseverance, and willingness to work hard, intelligence, creativity, and so on.  

But, it certainly helps to also have some financial assets—such as savings in the bank, liquid 

investments, home equity, or a spouse’s income.  

Also, take note of current or upcoming financial obligations that will reduce your financial 

assets. This give you a clearer picture of your overall financial situation.  

Right from the start, keep track of the money you invest in your new company. There are a few 

reasons for this. One, you want to be certain it can be a lot more difficult, Two, you want an 

accurate record of all expenses and source of income. And finally, you may want to treat some of 

this money as loans you are making to your business rather than as an investment. Ask your 

accountant when you meet with him or her this week about the tax implications of doing so.  

Clean up your credit  

According to a study by the Small Business Administration, personal credit cards are the number 

one source of financing for small companies. Expect to use your personal credit—or give 

personal guarantees—for many business-related purchases or credit needs.  

So you’re going to want to make certain you clean up your personal credit record and give 

yourself as much credit as possible.  

This doesn’t mean it’s impossible to start a business if you have bad credit—not at all. But the 

better your credit record looks, the easier time you’ll have in getting financing from suppliers, 

landlords, and lending sources such as banks. Even investors may check your credit report.  
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• Get a credit report: Your credit history (payments on things such as credit cards, car 

payments, mortgages, student loans) gets reported and recorded. You are entitled to 

copies of these reports. If you have been denied credit (or employment or housing) based 

on information in a credit report, you are permitted to get a copy of the report free for 60 

days from the time of denial. Otherwise, there is a small fee to get copies of your credit 

reports.  

 

o There are three major credit reporting agencies: Equifax (www.equifax.com), 

Experian (www.experian.com), and Trans Union (www.transunion.com). Not all 

credit-granting or credit-checking companies use all three, so you may want to get 

copies of each of them.  

 

• Learn your credit score: As a result of these reports, you will be assigned a credit “score.” 

The primary credit scoring agency is a private company. Fair Isaac (FICO). Most major 

financial institutions—particularly banks and mortgage lenders—use your FICO to 

determine how good your credit is and whether they will lend to you. So you certainly 

want to check your FICO score. You can do that online.  

 

• Make certain everything is accurate: Read over your credit reports in detail. If there are 

any inaccuracies, contact the credit bureaus and the lender to correct any incorrect or 

outdated information. They are required to investigate within 30 days, but this doesn’t 

mean your credit report will get cleaned up within that time, so get on top of this as fast 

as possible.  

 

• Pay your bills on time: You want to start creating a clean credit history as soon as 

possible. The best way to do this is to pay your bills on time every month. If necessary, 

just pay the minimum amounts required, even if you have to maintain higher balances. 

Remember, you’re going to need credit a year from now, so if you start paying your bills 

on time now, in 12 months, you’ll have a much stronger credit report regardless of what it 

looks like now. 

 

• Don’t increase your debt: If your credit is really bad, cut up your credit cards and pay for 

everything in cash. Don’t cancel your accounts—even old accounts. It’s generally better 

to have more credit available to you than you actually use. And don’t think that cutting 

up your cards means you don’t have to pay the outstanding balances!  

 

• Increase your credit limits: If your credit is good, and you handle credit well, ask for an 

increases in your credit limits. Now that you’re in business, it may come in handy to have 

more funds available, especially if you need to purchase materials to fill an order or travel 

for business.  

 

• Reduce your interest rates: You may have fairly high interest rates on some of your credit 

cards, especially if you’ve had them for some time. Call the companies and ask them to 

reduce your rates to be more competitive with current rates.  

http://www.equifax.com/
http://www.experian.com/
http://www.transunion.com/
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Set up your books 

 

I’m not sure where the term “books” first came to be used for a company’s accounts, but that’s 

the basis of the term “bookkeeping.” Perhaps it’s because the record of a company’s financial 

transactions was written down in a journal or book.  

In fact, many small businesses still keep their books in an actual book. I did. My first set of 

company “books” was a simple lined ledger. On one set of pages, I wrote down my income as I 

received it—that gave me a picture of my total income for the year. On other pages I wrote down 

each time I billed a client and their payments—that gave me a record for each client. On another 

set of pages, I wrote down each time I spent money or paid a bill for my business—that gave me 

a picture of my total expenses for the year.  

This was hardly the most efficient way to keep accounts, but at least I could see how much 

money I had made, how much each client owed me, and, at the end of the year, how much to 

deduct when preparing taxes. Of course, it was tedious to have to figure out how much I spent on 

different categories of expenses (equipment, travel, meals, office supplies, etc.) and I couldn’t do 

any kind of “data mining” to later market or follow-up with clients. But it worked much better 

than nothing! 

However, simple and inexpensive computer programs enable you to keep track of your 

company’s accounts quickly, and give you a lot more power in analyzing your expenses, 

following up on customers, and preparing your taxes.  

• Bookkeeping software: If yours is a very small business, you may be able to handle all 

your bookkeeping needs with a simple “checkbook” money-management program, such 

as Quicken, made my Intuit. This is designed primarily for personal record-keeping, but 

many small businesses use Quicken and find that it’s sufficient.  

 

However, it’s likely that you’ll need a more powerful bookkeeping program, such as 

QuickBooks. QuickBooks, also made by Intuit, has become the standard for small business 

accounting, and your accountant and/or bookkeeper is likely to be very familiar with it. Because 

it’s the standard, it’s easy to find forms (such as blank checks) from third-part providers. It’s 

fairly easy to learn and use, and it’s not very expensive. It’s what we use in our office.  

There are other small business bookkeeping programs, such as MYOB (www.myob.com) or 

Peachtree (www.peachtree.com) to name just two. You may also be able to find industry-specific 

bookkeeping programs; check with your industry association. However, be careful of getting 

programs that do not integrate well with other standard programs (such as Microsoft Excel). 

 

• Accounting method: One thing you’ll need to determine is whether to keep your accounts 

on a “cash” or on an “accrual” basis. Your accountant will advise you.  

http://www.myob.com/
http://www.peachtree.com/
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o Cash basis: You enter expenses and income as they actually are paid or received. 

This is by far the easier method of accounting. Most small companies can keep 

their accounts on a cash basis. 

 

o Accrual basis: You enter expenses and income as they are incurred—whether or 

not they are paid or received. This is more complicated, but the IRS requires 

certain businesses (especially those with inventory) and larger companies to keep 

their accounts on an accrual basis.  

 

o In other words, let’s say you sign an agreement to purchase $5000 worth of 

inventory in January, but you don’t pay the bill until March. On a cash basis, that 

purchase would show up on your books in March; on an accrual basis, you’d enter 

that purchase as an expense in January. Of course, which method you use has 

significant tax implications requiring you to talk to an accountant.  

Establish your prices 

Figuring out how to price your products or services is certainly one of the most perplexing 

questions for first-time entrepreneurs or those who are new to an industry.  

Here’s an old joke: A store owner purchases pencils for ten cents a piece and then sells them for 

a nickel. Noticing this bizarre behavior, his partner asks, “How do you expect us to stay in 

business that way?” The man replies, “Volume!” 

Surprisingly, many novice entrepreneurs choose a relatively similar business strategy. They 

imagine all that’s necessary for success is to price their products or services less than the 

competition. Low prices, they assume, will generate sufficient sales to more than make up for 

smaller profits.  

Competing on price alone is risky. Some discount outlets do build thriving businesses on low 

prices, but this strategy almost always means narrow profit margins, which in turn means less 

cash floating around your company. With a small financial cushion, you’re vulnerable with every 

slight increase in costs.  The landlord raises your rent 5%? That may be your entire year’s profit. 

And you’re at risk from competitors: if you become a serious threat and they have deeper cash 

reserves, they can just undercut your prices and wait until you’re squeezed out of the market.  

Moreover, customers attracted solely by price are fickle. If they shopped around a lot before 

choosing you, they’re probably going to shop around continually. And as soon as someone has a 

lower price, you’re history!  
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Of course, when you’re just starting out in business, you may want to set your prices lower (even 

much lower) than the competition. This gives you a chance to build a customer base and get 

some experience. Especially if you’re in a service industry, you’re going to be learning a lot 

while working for your first customers, so it’s only fair to charge them less.  

Professional service fees 

Setting fees is more of an art than a science when what you’re selling is expertise. After all, if 

you’re smarter than the lawyer down the street but he has more experience, should you charge 

less or more? What if you work faster? Why does one management consultant charge $50 an 

hour and another $250? Is the second really five times better than the first?  

Clearly, setting professional fees is inexact. Nevertheless, there are generally-accepted practices 

and ranges. The two primary ways of pricing services are on an “hourly” basis or on a “project” 

basis.  

▪ Hourly: Most professional services can be charged on an hourly fee. This rewards you 

appropriately when you are performing long, complicated tasks for a client. However, 

you may find yourself short-changed when what you are selling is your existing 

knowledge or expertise, and it doesn’t take long to convey that to your client.  

 

▪ Project: On a “project” or task basis, you establish a set or minimum fee for an entire 

project. Clients often like to pay on a project basis because they like knowing what they 

will be charged before they commit. Project fees reward you when your knowledge 

enables you to finish projects quickly but penalized you if you’ve badly misjudged the 

amount of time a given project will take. 

 

One way to establish fees is to determine typical fees charged by others for similar services. 

Contact an industry association, ideally located in your geographic area, to get a sense of typical 

fee structures and ranges.  

In the final analysis, the appropriate fee is always the same: whatever the market will bear. Only 

time will help you sort that out.  

Money management tips:  

▪ Review your books regularly. When you’re running your business, you may not take the 

time to sit down and look at your financials. But you can’t manage your money without 

having the facts. At least once a month, preferably once a week, look at your figures: 

accounts payable and receivable, expenses, cash flow, etc.  

▪ Send them your bill! I’m always surprised by how many businesspeople, especially 

consultants and professional service providers, delay sending out their invoices. You may 

feel uncomfortable asking someone for money, afraid of being challenged on how much 

you’ve billed, or just too busy working. But the longer you wait to send out your 

invoices, the greater the chance you won’t get paid.  
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▪ Watch your inventory. If you produce goods, you’ll always be tempted to produce more 

because you get savings based on volume. But inventory can go “bad”—become 

outdated, unsaleable, time-or weather-worn. Inventory doesn’t just apply to finished 

goods for resale. You may have “inventory” in the form of marketing materials. Keep an 

eye on your actual use and make your purchases not only on the basis of price but 

whether you can get small quantities only when you actually need them.  

▪ Manage your growth. You want your business to get bigger, but if you grow too fast you 

may not be able to sustain it. Growth costs money—you incur many expenses before you 

see additional income. Plan your growth so you have the financial resources to pay for it.  

▪ Save. Every business has income fluctuations. The best way to have cash when you need 

it is to put some away when you’ve got it.  

 

Prices for goods and other services  

If you are a retailer or a reseller of products or services produced by others, it’s often relatively 

easy to figure out how much to charge. Most industries have generally-accepted mark-ups over 

the cost of goods (for example, 100% in department stores, 200% for jewelry).  

Understanding normal practice in your industry is a good place to start when figuring how much 

you want to charge. Suppliers themselves will often let you know what the normal mark-up is on 

their goods (but be careful—there are some laws limiting suppliers from setting the final prices 

of their goods). Of course, you may want to price your goods more aggressively, especially in 

the earliest days of your business.  

If you are the manufacturer or producer of goods or services sold by others, the reseller will set 

the final price to the end-user. They, in turn, are going to set their prices based, on large part, by 

what you charge them. If your costs to the reseller are too high, then they won’t be able to make 

money and won’t purchase from you. It’s critical for you to know what your competitors are 

charging those same resellers.  

Of course, you have to cover your costs and make a profit. And that’s typically how 

manufacturers and others set prices. This is “bottom-up” planning: figure your costs for raw 

materials, labor, overhead, shipping, returns, etc., and then set a reasonable figure for profit.  

Some brilliant businesspeople have built great companies by knowing how to maintain ultra-low 

prices or convince customers to pay premium prices. Most of us, however, need to stick to the 

normal range.  

Accepting credit cards  

Accepting credit cards benefits you as well as your customers:  

• You receive payment right away. If you bill your customers yourself, they may take 30 

days or more to pay.  
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• The credit card company, instead of you, generally assumes the risk of non-paying 

customers.  

• You have less paperwork since you don’t have to send invoices or statements.  

• It increases the number of customers who do business with you. 

 

These benefits come at a cost, however, some fees: 

• “Discount” fee. The credit card issuer (typically a bank) takes a small percentage (2-4%) 

of every charge. This is the basic cost of administering the credit and assuming the risk, 

as well as marketing.  

• Transaction charge. This is a small set amount (25 cents to 50 cents) on each transaction 

regardless of amount.  

• Monthly minimums you must meet.  

• Set-up fees.  

• Equipment purchase or leasing.  

• Chargebacks. This is the amount the issuer will charge any time a customer refuses 

payment on a charge of yours stating dissatisfaction with the product.  

 

For instance, if the bank’s discount was 2%, the transaction fee $.30 and monthly minimum $20, 

each $100 transaction would cost you $2.30. If you conducted ten $100 transactions in a month, 

the bank would make $23.00, but if you only made five transactions, the credit card issuer would 

only have made $11.50 ($2.30 times five), and you’d be charged another $8.50 to meet your 

minimum.  

The manner in which you accept credit cards affects your costs. If a customer presents the card to 

you in person, and you can physically see and swipe the card, you’ll be charged less than if 

you’re accepting phone, fax, mail, or internet orders. The reasoning behind this is that here is less 

fraud committed when a customer has to physically present the card.  

Deciding which provider to use depends on how you’ll deal with credit cards. If you’ll have few 

credit card charges, look for a low monthly minimum, even if the discount or transaction fee is 

somewhat higher. If you expect large transactions, shop for a low discount rate. 

If you and your customers are both comfortable with the internet, one less expensive alternative 

is using an online credit card payment service such as PayPal (www.paypal.com). A big 

advantage is there’s no set-up fees, monthly minimums, equipment rentals. But both you and 

your customer have to register online to send and/or receive payments, and if they’re not already 

registered with PayPal, you’ll have to ask them to do so. Citibank has a similar program.  

American Express has a low minimum program for businesses that charge less than $5000 a 

year; the Costco Executive membership program offers one of the lowest-cost merchant account 

programs out there.  

http://www.paypal.com/
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Once you decide to accept credit cards, be careful to follow the issue’s rules. Credit card 

companies typically have strict rules prohibiting merchants from applying extra charges for 

accepting credit cards.  

As more and more customers—even business customers—depend on credit cards, you, too, may 

find yourself saying, “May I charge that?” 

Prepare simple financial forecasts 

People in business usually fall into one of two categories—those who are fascinated with 

numbers, and those who are frightened by them. If you’re in the second category, you’re 

probably intimidated by the very prospect of having to fill in the financial forms in this section.  

Take heart. Numbers are neither magical, mysterious, nor menacing. They merely reflect 

decisions you have already made in your business planning process. Every decision leads to a 

number, but numbers themselves are not decisions. You cannot pull a number out of thin air 

because the financial forms call for a specific figure on a specific line.  

If yours is a very small business, you may only need to prepare a simple budget: a forecast of 

your estimated sales and a list of how much you plan to spend on the various components of your 

business. Most other businesses will benefit for preparing at least simple financial forms—

especially cash flow projections to help you determine or adjust your spending. And if you’re 

seeking outside financing, you’ll need a range of financial documents to give to potential lenders 

or investors.  

Besides helping you figure out your spending, there’s another reason to draw up financial 

forecasts—it helps you set goals. Writing down specific numbers for your anticipated sales gives 

you a target to work towards.  

One key to good financial planning is to create your financial projections at the same time you 

are planning your business. If you choose to locate your business in one town versus another, 

there’s a cost associated with that. If you exhibit at a trade show, there’s a cost with that.  

 

Cash flow 

If the three most important things in real estate are “location, location, location,” the first three 

rules of business are “cash, cash, cash.” 

It’s necessary, of course, to be profitable, but “profit” is a number that shows up on your 

accounts at the end of the year; cash is money you have in the bank. In a small company, it’s 

cash that determines whether you can pay your bills.  
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No matter what your business is, you’re going to have a lag between outgo and income. If you’re 

a consultant, you have to pay for your phone, computer, marketing materials, and rent before you 

get your first client. Once you’ve got them, you’re not going to see complete payment for at least 

30-60 days after you finish a project.  

Things are much worse if you’re a manufacturer. You’ve got to pay for raw material, equipment, 

and employees many months before you’ll see final payment.  

So draw up a cash flow projection. Even if you don’t write up a budget or income statement, it’s 

a good idea to sketch out when you expect money to come in and when you need money to go 

out.  

Learn about taxes 

Nobody likes paying taxes, but if you’re in business, you’re going to have to pay them. In fact, 

the more successful you are, the more taxes you’ll probably pay.  

Understanding key tax concerns is critical for most businesses. You will make some decisions—

or alter them—based on tax implications.  

Some business expenses are fully deductible, others are only partially deductible, others have to 

be depreciated over a number of years, and others are not deductible at all. You should have at 

least a fair understanding of those issues as you make choices in your business. 

If you purchase a very expensive piece of equipment, for instance, expecting to deduct the total 

cost of that from your income, you may be rudely surprised that the expense has to be spread out 

over as many as five to ten, even twenty years.  

Tax codes are complicated and always changing. Certain tax laws apply to incorporated 

businesses and not unincorporated ones, or vice versa, and business tax laws differ from 

regulations for individuals. And of course, every U.S. state has its own tax laws as well! 

So, plan on spending some time with your accountant just talking about taxes. Ask him or her to 

help you understand which taxes you’re liable for, when your taxes are due (e.g., quarterly 

income taxes) and how various transactions and expenses are taxed (meals and entertainment 

expenses, for instance, cannot typically by fully deducted while other marketing expenses 

usually can be). Have your accountant help you plan how to reduce our tax liability.  

Many businesspeople find it helpful to set up separate savings accounts just for income taxes. 

With each check they receive, they set aside a certain percentage in this separate tax account, so 

when income tax time arrives they have the money necessary to pay their bill.  

As a business, you often have responsibility for collecting and then paying taxes owed by others. 

For instance, if you are a retailer, you must charge and collect the sales tax on items you sell to 
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consumers. Set up records to keep track of those taxes that you’ve collected—and pay them by 

the dates due.  

You may want to—or sometimes be requires to—set up separate accounts to keep the taxes you 

collect distinct from your other funds. Governments, whether federal, state, or city, really frown 

on you keeping their money. 

You may be surprised by the variety of taxes you face. There are income taxes, sales taxes, 

payroll taxes, property taxes, personal property taxes, inventory taxes, special use taxes, general 

business taxes, and others.  

Same taxes incur substantial penalties for late or under payments, so be certain to keep track of 

when taxes are due and give yourself enough time to prepare them.  

Managing Payroll 

Soon after I hired my first full-time employee, I started using a payroll service. Determining 

payroll deductions and depositing payroll taxes with the proper authorities can be time-

consuming and exacting. Moreover, the penalties for being late or getting things wrong can be 

substantial. It’s must easier—and safer—to hire a professional service to take care of the 

administrative details of payroll for you.  

A payroll service charges a modest amount, based on the number of employees, and how many 

states your employees are located in, but you’re likely to easily save at least this amount in terms 

of your own administrative staff time, bookkeeper or accountant’s help, and any penalties you 

may incur for late or inaccurate payments.  

1. Prepare for your Business Launch by revising/updating/finalizing all documents, with input 

from your Business Advisors, Board of Directors, Team members. 

2. Meet as a team to go through each one of your plans thoroughly. Be unified as a team. 

3. Discuss your Business Launch activities online and on land, and make assignments to prepare 

for your Launch. 

 

Now it's time to take the short Module 8 Assessment. A 100% on this assessment 

allows you to move on to Module 9. You may take it as many times as you like. 

 


