The Ten Most Common Money Mistakes as Related to Business

Intimidated? Unsure? Afraid? Confused? That is how most of usus feel about financial planning, add owning a business to the mix and you will be dealing with not only personal financial decisions but business financial decisions, especially when it comes to planning in today’s economy.  If you are a business owner The Ten Most Common Money Mistakes as related to business will help you make the good financial choices and help you be prepare for any obstacials you may face.
Finances don’t have to be mysterious or complicated. The key is to get educated, to prepare for any and all obstacles, to decide where you are, where you need to be and what paths you will need to take to get you where you are going. It is sad but true that we spend more time and energy worrying about the mistakes we have made or will make and forgetting that doing something is always better than doing nothing. 
Will you make mistakes? Sure! Use this article as a guide, it will help
 you avoid the ten most common mistakes listed.

Are you reading this and saying to your self; “I am too busy”, “I’ll do it later” or “It’s too overwhelming”?  I have heard all of the excuses!  I know if you believe what you are saying it will only take you on a detour – keeping you from taking control, charting your own course and reaping the financial benefits.  A dollar saved can be worth more than a dollar earned. How carefully you protect and invest those dollars is up to you.

Ask yourself the following questions:

· Is my money earning the best return?

· Have I sufficiently protected my business?

· Am I taking full advantage of tax-free options?

· Is my money as accessible as I need it to be?

If you can answer “yes” to all these questions, or you’re not sure, it’s time to face these money mistakes head on.

Nothing should interfere with your financial plan. Don’t be a victim of poor money management:  take control now.  You earned it; don’t you want to keep it? 

I have presented these business mistakes for the Small Business Administration and at conferences for ten years.  If you are a experienced business owner, new business owner or have plans to start a business these mistakes if corrected will help you succeed in your business.

Business Mistake #1

Procrastination 
Now let’s take a quick look at procrastination in business.  When you are a business owner your personal financial habits tend to flow to your business finances.  Here is what procrastination looks like in business:

· Failure to prepare your written business plan and to update your documents as your business grows.  Eighty percent of new business owners do not have a plan.

· Putting off tomorrow what you can do today.  Proper planning will eliminate the headaches you will have later.

· Failure to establish structure in your business, being effective means doing the things necessary to succeed.  Your effectiveness depends on your ability to take action.

· Prepare, Prepare, Prepare!  Starting and maintaining a business requires preparation.  Knowing what you want your business to look like and taking the steps to get the results you envision is vital to your success. As with any plan you need to reevaluate on a yearly basis.
Business Mistake #2

Failure to Establish and Implement Definite Financial Goals in Your Business 

At no time is establishing goals more important than when you own a business.  When you are a business owner your business financial goals will look different than your personal financial goals. Here is what setting business goals look like:

Product development. Do you have goals for developing product and services? What do your product and/or services look like?  If you are going to offer additional product and services, properly planning the sequence and having a plan will help in the flow and distribution.

Marketing. Who will want your product or service?  What are your objectives and marketing goals?  Is your goal to reach a certain prospect? Proper planning will help offset costs, incurred by marketing to the wrong demographic or wasting time, energy and money. 

Operations Management. What will your business structure look like?   Will you have staff? Is your goal to hire someone to manage your operation?   Do you have enough cash flow to hire someone or will that be on your goals?

Sales.  Establish realistic goals in relation to your level of sales.  Don’t expect big sales right from the start.  Hard work, planning and having good sales skill are very important for success.

Ask yourself these questions:

· Who are you and what is your business all about?  

· What does your company do? 

· What is your mission statement?
· What is you vision for your company?
· Where will you do business? 
· Will you work from home with the goal to lease office space in the future?

· When will you start your business? 
· When will you expand, and what growth will you experience?

· How will you manage your business, and how will you structure your business, i.e., sole proprietor, corporation, limited liability, etc..

Business Mistake #3

Ignorance of the Time Value of Money

Now let’s take a look at the ignorance of the time value of money in business.  When you are a business owner this mistake takes on a different look.  Let’s take look at the most common errors we make in this area.

· Failure to invoice for products and services.

· Failure to get a deposit upon signing your contracts.

· Failure to have a payment schedule in contract.

· Failure to discuss payment with clients, stating your expectations of payment.

· Failure to properly price your goods and services.

· Failure to set up a petty cash fund.

· Failure to set up an account for money needed on a short-term basis in an emergency fund. 

· Failure to understand the peaks and valleys of your business, i.e., is your business seasonal?  What are the sources of your money in certain times of the year, such as landscaping, gifts, etc?

· Failure to delegate jobs that can be done by support staff, so you can concentrate on what you do best.

And remember, don’t be a lending company – no matter what kind of company you own, you will be unintentionally lending money to your clients. Make sure they pay their bills in a timely manner.  
Business Mistake #4

Failure to Recognize the Impact of Inflation

When dealing with inflation in your business you will not only be applying an inflation factor to your short, intermediate and long term business goals, you will want to look at other areas where inflation will affect your business. 

It will affect your bottom line, be sure to price your product to reflect the increase you will see each year, based on the your costs going up.

List the line items that will increase every year, i.e.:
· Business Supplies

· Postage

· Utilities

· Rent

· Gas

· Membership Dues

· Association Dues

· Entertainment expenses

· Printing

Evaluate your expenses at the end of each year and adjust your prices accordingly.
Business Mistake #5

Not Understanding Tax Laws and Failure to Implement Strategies to Legally Avoid Taxes.

Now let’s take a look at the tax strategies in business.  When you are a business owner this mistake takes on the same look.  Let’s take look at the most common steps to take in this area.

1. Setting up a retirement plan for your business to shelter income for yourself and your employees.
2. Familiarize yourself with the many available ways to reduce taxes.

3. Coordinate your income tax planning with other important business financial planning areas, including investments and retirement planning.

4. Don’t lose sight of the role of old-fashioned tax strategies, such as tax-advantaged investments like tax-exempt bonds, buying and holding stock and real estate.

5. Maintain complete and well-organized income tax records throughout the year.  Your tax recordkeeping should be coordinated with your personal recordkeeping system.

6. Effective income tax planning is both a year-round process and a multi-year process.  Spend some time after tax season, with your advisor, if applicable, planning your income tax strategies over the next five years.

There is no bigger mistake that you can make in you business than not hiring a qualified Certified Public Account.
Business Mistake #6

Failure to Diversify

When you own a business obviously all the of above information will apply when you are making decisions for investment in your 401(k), Simple IRA, or Keogh Plan used in your retirement planning.  However, diversifying takes on additional meaning in your business.

Too much business ends up with one client or customer.  

A huge mistake you make as a small business owner is placing too much trust in the one big customer or client; getting complacent thinking that your customer or client will always be there.  If that customer or client goes away, so does your business.  It is safer to have a diversified client or customer base, so you have a safety net.  If you loose a client you will not loose your business.

In addition, your biggest client may think they can control your business. Remember that you are the boss, don’t let that big customer or business think that they can tell you how to manage or run your business.  

Have more than one product or service.

How can you grow your business? Think of the ways you can make passive income as well as income through your services.  Be creative think outside the box. If you can visualize, brainstorm with others who will help you see the big picture as well as implementing the plan to get there.
Don’t fall in love with only your ideas.

No man is an island.  So many times we are alone when we have to make decisions. Surround yourself with a diversified group of professionals, family and friends to help you grow your business.
Business Mistake #7

Failure to Protect Against Unforeseen Losses

As with your personal insurance needs you will also need to protect your business.  All of the above information will apply to your insurance decisions as a business owner.  Here are the coverage’s you should not be without:

Health

Life

Disability

Automobile

Property coverage if you own or rent

There are two other types of protection to consider as a business owner.  

Buy-Sell Agreement:

A buy-sell agreement is used as an exit strategy for business owners to use in the event of death, disability, disagreement or retirement to protect both partners in the business.  A buy-sell agreement documents the owner’s decisions regarding:

· Restrictions on the sale or transfer of ownership interests to parties outside the current ownership group.

· What events will require that an owner sell, and the business or other owners, buy the owner’s interest in the business.

· How will the business be valued when an event happens?

· How payment is to be made (lump sum or installments.)

These events could include death, disability, divorce, bankruptcy, etc.  The agreements are used by all owners, corporations, general and limited partners and limited liability companies.  There are several tax objectives to a buy-sell agreement, so consulting with you CPS is vital.

Cross training employees.  

This will protect you if a key employee becomes sick or leaves your employment.  Having your employees cross trained will help keep your business running in the event of a prolonged illness or injury. as w

Business Mistake #8

Letting Employee Spending Run Wild

Now let’s take a look at spending running wild in business.  When you are a business owner this mistake takes on a different look.  Let’s take glimpse at the most common problems in this area:
· Make sure your employees are on board, understanding your mission statement, goals and objectives. Make sure they understand their importance in the overall success of your business.

· Be sure your employees know your expectations of them, and find out what their expectations are of you.  This will clear the air.

· Do your employees know their limitations? Implement a budget for their area or department and get their commitment to stick to it. That budget should be revisited at least quarterly so that there are no surprises at the end of the fiscal year.

· By the first of your fiscal year determine what money will be spent in each department or area of your business, preparing for adjustments as your situation changes.

· Do a employee cost/benefit analysis. Is your employee where he/she needs to be? Are employees better suited in another department?  Does their benefit to your company exceed their cost?  Are you doing jobs that could be done by an employee, freeing you up to do what you do best?

· Do you make your employees accountable for their jobs and how they spend your money?  Never give control of the financial area of your business to another. 

A successful business owner knows who is doing what, why they are doing it, how they are doing it, when they are doing it and is willing to change it all if necessary.
Business Mistake # 9

Unrealistic Expectations
 Let’s take a look at “realistic” expectations in business. Stages take on a different look in business.
Owning and running a business in the early years is all about hard work and long hours. It requires a different mindset. You are independent and hopefully in control. You will be accountable for the bottom line.  Your goal will be to eventually support you, your family your employee and their families. You will concentrate on research and risk, remembering that most businesses fail in the first year.  Therefore in the early stages prepare, prepare, prepare.

After you have been in business for a number of years, you will be looking to grow and expand, whether you have a product or provide a service, you will always be looking for ways to expand, providing more and more to your clients and customers, building a secure, loyal client and customer base.

As you grow, revisiting your business plan will help you focus on where changes will need to be made and act as a reminder in areas you have neglected.

The basic components you will need to develop a successful business are:

A product and/or service that meet the needs of the client or customer base you serve.

Know your “team”.  That could be your employees, advisors, managers, family and peers.

If you have great product and/or services and a good team, you will be able to attract capital, whether debt or equity or both.

If you have capital and great product you will attract a strong management team.

The biggest unrealistic expectation is that you will have more time and money as a business owner.  You will be spending most of your time running your business and money. Proper planning will help you manage your cash flow so you have a successful, financially secure business.

Business Mistake #10

Failure to Use Professional Advisors

When you are a business owner you will need to surround yourself with professionals who will serve as your advisory board.  Let’s take a look at resources on the business side of professional advisors.

· Advisors and Consultants: You will want to find consultants or advisors who are familiar with the type of business you own. Your attorney, accountant, or financial advisor may be able to help you develop a business plan and assist you with long-term financial planning.

· Banker: Your personal banker will have information about developing and maintaining your business plan.  Your banker may also be able to refer you to other advisors who are qualified for you to work with.
· Community and Specialty Organizations: Depending on the size and type of business you own there may be organizations that specialize in your industry that help established and start-up businesses.

· Government Organizations:  One of the best kept secret resources is the Small Business Administration (SBA). It will provide information on almost every aspect of starting and maintaining a business.  The U. S. Department of Commerce has information on importing and exporting.  Many local governments promote economic development by providing assistance to entrepreneurs and certain types of businesses through the mayors, or governors’ office.

· Educational Institutions: Many educational institutions, such as your local college or business schools, offer adult education courses on starting and running your business.  These courses are usually taught by consultants from various industries.

It is not enough that you talk with your professional advisors; they must work together to give you the best advice and to help you achieve the best results.  

An area we sometimes exclude is finding a mentor, someone who is already a successful business owner, who is willing to spend time with you, examining your business and helping you grow your business.  They can be found through networking organizations, on the internet or through your centers of influence.
We something’s dream of being business owners but forget that only with proper planning will we be successful.
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