DETERMINE THE RESOURCE REQUIREMENT

Physical – Business location

For most new businesses, where to locate should be an early consideration. Where you locate will depend on your type of business as well as who and where your customers are. Retail stores and restaurants have to be located very near to their customers, but other types of business may have more flexibility in choosing a location.

For service businesses, such as exterminators and carpet cleaners, who perform their services at the client’s place of business or home, the location of their facility is not that important. They, along with mail order businesses and other businesses whose customers don’t visit their facilities, can be very flexible in choosing a location. Manufacturers, on the other hand, may need to locate close to suppliers or customers and have to consider transportation, labour, power, taxes, and regulations before they choose a location.

The first thing to consider is whether where you intend to locate is right for your type of business. A business that is successful in one community may not be successful in another, particularly if the two communities are fairly dissimilar. 

But assuming the population trends, purchasing power, competitive situation, and potential of the community are all favourable, then the next thing you will want to look at are specific areas within the community you’ve chosen. 

Retail stores will generally want to locate near their clientele. How near depends on the frequency of a customer’s visits, which is a function of the type of merchandise being sold:

Convenience goods that are widely available, like candy and milk, have to be located very close to customers and be very easy to get to. Corner locations are generally best because of their visibility to traffic going in both directions. Unless there is a heavy foot traffic, adequate parking has to be provided, which is why “strip shopping centers” are often desirable locations.

Shopping goods, like clothes, cars, and furniture, should be convenient to the specific customers of that particular merchandise. The best sites are located within a large concentration of the target market. Often these stores will cluster in areas that buyers will travel to when looking for a particular item.

Specialty goods are high-priced items, such as fine jewelry, expensive perfume, exclusive designer clothing, and similar merchandise. They don’t have to be as close to their customers as other retailers, but they do have to be located in an area compatible with what they’re selling. Luxury stores tend to congregate in upscale shopping districts.

Service businesses operating out of storefronts, like dry cleaners and shoe repair shops, depend on foot or drive-by traffic and have to be located where their customers are going to pass them on a regular basis. Other personal service businesses, which are visited less frequently, like beauty parlors and barbershops, can cultivate a base of steady clients who are more willing to go out of their way. Many retailers and service businesses will want to locate near a large department store or mall that attracts large numbers of shoppers.

Beside customer proximity, the area you select will be affected by the cost of rents in that area and the compatibility of the area’s prestige with your product or service. You’ll also want to take zoning laws and local regulations into consideration before choosing the specific area for locating your business.

Non-residential business site

Once you’ve settled on the geographic area, the next step is to choose the specific location. Here are the major considerations that go into choosing a business site:

Personal convenience. If the location is too far from your residence, you’re going to spend a lot of time commuting.

Customer proximity. If your business needs to be geographically close to its customers, then locate where the bulk of the customers are. And remember that the more often your customers need to visit you, the closer you should be to them.

Supplier proximity. If certain raw materials or supplies are crucial to your business, you may need to locate close to your sources of supply in order to reduce freight costs and delivery times.

Competitor proximity. Some types of business, like women’s clothing shops and auto dealership, tend to locate in clusters because customers like to shop extensively before purchasing, and so these businesses draw customers to each other. Other types of business, like convenience stores or dry cleaners for example, should not locate near competitors since they will take business away from each other as customers patronize one shop or the other.

Physical suitability of the building. Find a building or space appropriate for your kind of business; one that is already, or could easily become, just what you need to be successful.

Type and cost of lease. How much the rent is and how long of a lease term you can get are important factors, as well as what options you can get in the leasing agreement.

Possibilities for expansion. Growth is virtually always a part of business success. Can this location accommodate your business’s needs for space to accommodate additional employees, supplies, and inventory as it grows?

Transportation and parking. For the convenience of both customers and employees, the availability of accessible roadways, public transportation, and ample parking is an important factor to consider.

Availability of qualified employees. As your business grows, it becomes increasingly important to have a pool of qualified potential employees.

Operating your business from home

Operating a business from home has become an increasingly popular trend among new business owners. At one time there was a stigma attached to home-based businesses, but now they are widely accepted, and often envied. Because home-based businesses have become so popular, let’s look at some of the advantages they offer:

Lower start-up costs. There are no moving expenses, and the extent of renovations is completely up to you.

Lower overhead. Only your regular rent or mortgage payment is due every month, and you’re already accustomed to handling that.

Lifestyle flexibility. You can dress as you please, work according to your own schedule, and even take care of your children while you work.

Tax benefits. Home-based business owners can receive tax deductions for the portion of their homes used exclusively for the business.

There are also disadvantages to home-based businesses, here are some of them:

Isolation. Because you’re off in your own isolated world you may miss opportunities, your view of what is happening may become limited, and you may begin to feel like it’s you against the world.

Space limitations. As time goes by, the business may start to overflow into the living areas of your home, and if the business takes off very quickly, there may be no room at all for expansion.

Zoning laws. In some areas the zoning laws are very strict and prohibit certain businesses (and in some cases, any business) from operating out of a residence.

Security concerns. The office equipment and inventory you have on hand may attract thieves.

Household interference. The possible resentment of family members, distractions, and interruptions can all make working at home difficult.

The main question about working from home is self-discipline. Can you be diligent enough to stick to your work while avoiding distractions from children, television, and personal telephone calls? If so, and provided the advantages outweigh the disadvantages, then a home-based business may be for you.

Alternative business sites

For non-retail business owners who can’t quite afford commercial rents, don’t need much space, or can’t operate from home, but who still want to operate in a business-like fashion, there are other alternatives:

Shared space. As a way to reduce costs, a group of similar small business people, such as graphic designers, may rent a space together, and share the costs of rent, maintenance, and perhaps some support staff. They may also lease and share office equipment.

Executive suites. In many areas there are businesses that rent office space, offering two distinct kinds of service: individual offices and shared offices. With the individual office rental, the space is for your exclusive use during the duration of your rental agreement. The shared offices are more suited for those who do the bulk of their work at home or at a client’s location, but still want a business setting for meetings with clients and prospects. These well-appointed offices are used by several business people who reserve them at different times for various business purposes, for which they pay a fee commensurate with their usage. With both the individual and shared office rentals, a wide variety of services, such as telephone answering, office equipment usage, and support personnel is also available. Since payment of these services is based on actual usage, the tenants have the convenience of a large office without the burden of overhead.

Financial – raising money for business

Before raising any money for your business, carefully review your financial needs. The first thing to determine is exactly what you want the money for: start-up costs, increased working capital to meet expenses due to expansion, or equipment purchases, for instance. Be clear about what the money is intended for and how it will help make your business successful.

Once you know how you’re going to use the money, you’ll know how much money you’re going to need. Then determine how you’ll pay it back. And finally, ask yourself if you can afford the cost of the money, whether that cost is in the form of interest on a loan or having to give up a share of the ownership in the business.

Sources of funds

All sources of new business financing can be reduced to three basic types:

Bootstrapping. The first place to look for business financing is yourself.  If you’re not willing to risk your own money to capitalize your business, other people probably won’t either. There are some of the ways you can generate money to fund your business:

Savings

Home equity

Life insurance

Credit cards

Internal measures

Debt funding. While family, friends, and acquaintances are possible sources of loans.

Equity funding. Getting equity investors means giving up some of your ownership in the business. Passive investors contribute capital only, while active investors may participate in running the business as well.

Human resources

Everything in business is planned, produced, sold, and serviced by people. When customers or suppliers contact a business, they deal with the firm’s employees. And the impressions they get of those employees are going to influence how they feel about the business itself. So it’s easy to see how employees can be a company’s greatest asset, whether that business has thousands of employees or only one – the owner.

Do you need an employee?

Hiring, training, and compensating workers, can be a considerable expense. In addition to wages, employers pay worker’s compensation insurance and contribute to unemployment insurance and social security. In case for Brunei, employers have to contribute 5% towards employee’s T.A.P scheme. To this can be added the costs of optional employee benefits: health and life insurance, vacation and holiday pay, and any other benefits the employer offers. Then there are the costs of preparing payrolls and other record-keeping chores.

With all these costs, a business owner has to be certain the profit potential of hiring an employee outweighs the expense. Over-hiring is a common way that business owners get into financial trouble; anticipating a certain level of business, they staff up beforehand. If the anticipated business doesn’t materialize, they don’t have the money to pay for the additional employees, and all the other related expenses.

In addition to the expense, managing employees can be a challenging and sometimes frustrating task, especially for a business owner doing it for first time. Before hiring anyone, determine if you actually need an employee. There may be a more efficient and economical way to get the job done. If the job is a short-term need, a temporary worker can be fired from an agency. For some tasks, like bookkeeping, it may be better to use an outside bookkeeper on an as-needed basis.

But, if there is more work than you can handle, and hiring an employee is likely to enable your business to grow in some way, then it makes good sense to start looking for the right employee.

Finding the right employees

Most businesses need employees to help them grow to their full potential, in spite of the extra cost and paperwork involved. Assisted by the right employees, business owners can leverage their time and talents to accomplish more of what they do best, delegating the routine jobs in order to concentrate on making their businesses successful.

The key to finding the right employees is knowing what you’re looking for. Even if you’re just starting your business, it’s a good idea to plan ahead to ensure that you have capable employees in every essential function. For each position, you’ll need a job description explaining what it involves and how it fits into the overall business operation. You’ll also need to be clear about the qualifications required for the position, including such things as experience, special skills, and education. You will be able to use the job description to better understand what kind of person you are looking for, to let your employee know your expectations, and for writing a classified ad for the job. 

Where to find employees

Once you are clear about what you need done, the kind of employee you want to do it, and what you are willing to offer, then you are ready to start the hiring process. There are numerous sources of prospective employees. Here are some of them:

Recommendations. Friends, business associates, or other employees can sometimes refer qualified applicants. Use your networking skills to get the word out about the kind of person you are looking for.

Placement bureaus. High school, business school, and college placement bureaus are all good sources of students looking for full or part-time work.

Employment agencies. Look for an employment agency that specializes in the type of position you have open. Be sure to investigate the reputation of the agency and be certain you understand the amount and payment method of their placement fees, which may be paid either by the applicant or the employer. Be wary of candidates who are paying an agency to find them a job; they probably don’t have the qualities needed in a small business environment.

State employment offices. Operated under the government. For example, Jabatan Buruh and Suruhanjaya Perkhidmatan Awam. Their services are free to both job applicants and employers.

Sign in the window. For retail stores and restaurants, a “Help Wanted” sign in the window is a low cost way to attract local applicants.

Help-wanted ads. Classified ads in local newspaper are generally used for lower paying jobs, while display ads in newspapers and trade publications are used for higher salaried positions. In either type of ad, running the job title as a headline is an effective way to call qualified readers’ attention to the ad. Since this method can generate so much response, you are going to have to decide how you want the replies to be made – by phone, in person, or by mail. Many firms use a “blind ad” with a post office box number instead of the company name, either because they don’t want their employees to know they are recruiting or because they don’t want to be overwhelmed with phone calls or visits. Stating a specific salary range, reduces the responses from over-qualified or under-qualified candidates. 

Research and follow a line of investigation Task
Site Selection

Copy this form for your own use. Use the Location columns near the top of the form to list the different sites you’re comparing. In the upper section of the form, enter the cost of each factor in the appropriate space beneath each prospective location. Under desirability factors in the lower section of the form, enter the value, or weight, from 1 to 10, with 10 being the highest, based on how important each of these factors is to your business. Then, based on your assessment of each location’s desirability, enter a grade from 1 to 10 in the spaces opposite the various factors.  

When each of the location is graded for the weighted desirability factors, multiply the value you’ve assigned to each factor by the grade you’ve given to each location. The resulting scores are a numerical indication of how the sites compare with each other, and give you a quantitative way of determining which is the best location for your business.

	Key considerations
	Location 1
	Location 2
	Location 3

	Cost factors
	
	
	

	Monthly rent
	
	
	

	Deposit required
	
	
	

	Usable square footage
	
	
	

	Cost of improvements
	
	
	

	Allowance for improvements
	
	
	

	Utilities expenses (water, gas, etc)
	
	
	

	Insurance requirements
	
	
	

	Common area fee or load factor
	
	
	

	Personal guarantee
	
	
	

	
	
	
	

	 
	
	
	

	Desirability factors
	Value
	Grade
	Score
	Grade
	Score
	Grade
	Score

	Personal convenience
	
	
	
	
	
	
	

	Customer convenience
	
	
	
	
	
	
	

	Building suitability
	
	
	
	
	
	
	

	Expansion potential
	
	
	
	
	
	
	

	Transportation/parking
	
	
	
	
	
	
	

	Availability of employees
	
	
	
	
	
	
	

	Attractiveness
	
	
	
	
	
	
	


Business resources

Work in a group and set up a simulated small business. Prepare a brief report based on the following:

Name of your business.

Nature of your business.

Physical resources required for your business.  

Financial resources required for your business. 

Explain where you acquire the resources.

Human resources required for your business.

What other issues you may add to you resources list.
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