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Perspective of small business needs:

New businesses have been on the rise as a result of lay-offs due to the economic downturn of the past three years.  Also, the disenchantment of employees working in big business has caused some departures into the world of self-employment.  
Many of the more than 70 million baby boomers are taking the plunge into entrepreneurship as they evaluate their future working years.  Because this generation is financially unprepared for retirement and its credo is to stay young, fit and active, many boomers are starting new careers and businesses. Instead of thinking of retirement as they approach age 60 as their predecessor did, many are entering a new phase of their work life. according to a 2002 report sponsored by the Kauffman Foundation, The Entrepreneur Next Door, men and women between 45-64 years of age started 29.2 percent of new businesses.  
In addition to baby boomers, young people today are more apt to start their own businesses. They have many role models to emulate. Successful entrepreneurs in the technology and entertainment field, for example, have demonstrated to young adults that it is not necessary to wait decades to get a piece of the American pie. The Kauffman Foundation report also found that 32.5 percent of new businesses were started by 25 to 34-year-olds. In addition, mothers who need and want to be available to their children while contributing to the family income are starting home-based businesses. Women make up 50 percent of privately owned businesses, reports the Center for Women’s Business Research. Altogether these three groups make up two-thirds of new businesses.  
What critical risks do new businesses face:

Issue: Lack of working capital. With businesses taking two to three years to get off the ground, it is unlikely that most people can survive unless they have a large savings reserve. Several of my clients gave themselves six months to one year to get their businesses going. Few make it in that short time,. A client had to take a job and abandon his new business after one year because he had young children and was depleting his savings. 
Solution: Provide more financial support to small businesses. First, increase the number and amount of loans available through the Small Business Administration (SBA). Second, allow people to renew loans if they meet certain criteria or thresholds in their growth. Cutting the amount of SBA loans available – as Congress is now considering – is misdirected since there is a need to increase them. 
Issue: Prohibitive cost of health benefits. If the business owner does not have a working spouse getting health benefits, this adds to the pressure and expenses thrust on the small business before addressing office space, equipment and other operating cost issues. If you add employees to the equation, the cost to provide coverage is more than many small businesses can bear. According to a recent survey by the National Federation of Independent Businesses, health care costs were a “critical” issue for 65 percent of businesses surveyed up, from 47 percent in 2000.
Solution: The cost of health insurance is a national issue, not one concerning only small businesses. It is time for Congress to get serious about developing and transitioning into a national health care system.  It is going to happen sooner or later, this Congress can make it happen now! Anything else is merely a finger in the dike.   
      Issue: Many government regulations keep small firms from moving forward because 
      of the time consuming paperwork and additional costs of the regulation.  For 
      example, young businesses use contract help rather than employees to keep costs 
      down. In doing so, they put themselves at risk with the Internal Revenue Service   

      (IRS). The IRS’s definition of employee versus independent contractor makes this 
      practice dangerous.  Fines and penalties could force a small business to close. One of 
      my clients, who has a growing wellness center, is now struggling in this precarious 
      situation.
      Solution: Provide a limited period of time for new businesses to hire without        

      being responsible for this IRS regulation. Again, simplifying such requirements and 
      giving a grace period for new businesses until they gain momentum and a flow of 
      revenue would make a big difference.  
Proposal for assuring survival and sustainability of small businesses. 

According to Fred Young, executive director of the Salem State College Small Business Development Center in Massachusetts, there are from 500,000 to 1 million new businesses started each year.  At least 500,000 businesses close every year.  So are we really making any progress?  If not, why not?  
I am a small business owner and business advisor to owners of small technology and service businesses. I have found several other issues that affect the ability of a company to survive.  In addition to the critical problem mentioned above that require legislation, there are other issues that hurt these businesses.  Besides impeding individual businesses, they have a negative impact on our economy. 

According to the SBA, 75 percent of businesses with employees make it past their second year but only half of those are operational after their fourth year. This percentage does not reflect companies without employees, which have a much lower success rate. The reasons for the failures vary. However, there are several common contributing factors that affect the probability of survival.

Many business owners are too close to their work to see the “forest from the trees”.  They are busy working in their businesses and not working on them. Managing all aspects of a business can be overwhelming and result in costly mistakes. To succeed and grow, the business has to develop on several levels.  The following areas need attention to build a strong foundation for a sustainable business.  
1.  Vision and strategic direction development 

2.  Organizational development
3.  Management development
4.  Marketing and sales development
5.  Employee development 
6.  Systems and processes development
Addressing these issues:
Government regulations cannot solve these kinds of issues. What is needed is mentoring and coaching assistance. Currently there is nothing like that available to small businesses.  Though the government offers services through the SBA, Senior Core of Retired Executive (SCORE) and SBDCs, these agencies to do not offer the appropriate level of one-on-one in depth ongoing relationships to fill the needs of small businesses. They do offer direction; they help find financing and they assist in developing a business plan. These are all valuable services but do not address the more strategic, operational, management and employee related issues necessary to bring businesses to the next stage of their development.   
My proposal is to use the SBDC infrastructure to train and distribute coaching/mentoring services. This would add to the services already available. For this service to work, coaches trained to work with small businesses are needed. There are several coaching schools that train people to work with owners to grow stronger more viable businesses.  

The coaches would have general goals but would address the specific challenges of each business owner. The coaches would help the owners develop business skills and the ability to recognize when to delegate or outsource. Planning for the business and development of the business owner, managers and employees will help make the business strong and stable.  
The SBDC’s funding has remained flat for more than 10 years. Its mission and resources have not changed in that time. These centers provide resources and services for one to two person firms, occasionally servicing companies with up to six or seven employees. SBDC services fall short on helping companies grow larger than a mom and pop operation. 
With a reallocation of resources, additional federal funding and creative alliances with community colleges, chambers of commerce and coaching communities, SBDCs can expand services in a cost-effective manner. Currently the SBDC does not market its services aggressively. I propose the SBDC become a vehicle for outreach to new small businesses. For example, every business that files a Doing Business As (DBA), incorporates or files as an LP or LLP should be sent a welcome letter and list of services available.  
Coaching services can be done via telephone in addition to or instead of in-person visits. This will make services available to busy entrepreneurs and those in remote underserved areas. Charges should be based on a sliding scale. More successful businesses would help defray the costs. Thus, the SBDC will be positioned as a resource for a wider variety and size of companies. Other associations can assist in attracting these larger small companies. 
Other SBDC additional offerings should include CEO groups and Mastermind groups to utilize peers-to-peer support. These programs would attract more mature businesses and expand the reach of the services. There could be collaboration with other business and educational institutions that would bring additional resources to attract and contribute to this program.

We know more about what makes businesses successful. It is up to the government to modernize and extend its support services in response to this new knowledge. To be dedicated to small business and its contribution to the U.S. economy requires a more sophisticated level of services. Small businesses need to grow to reach their potential and the potential of their contribution to our country.    
I would be happy to discuss further the value of this concept and refine the details. In addition, I would recommend Richard Reardon, of R& R Business Development, whom I respect as a master small business coach, to contribute to these discussions.              
