Notes to Video Supplements for Building a Dream – Sixth Edition

Stage 4 Starting a New Business or Buying an Existing One

The Glove Lady

Summary

Mary Elizabeth Coleman has survived being downsized, and managed to turn her passion for gloves into a business. But the fledgling entrepreneur is learning just how much the constant need for cash will rule her business life and impact the decisions she can make to grow her business.

Questions for Discussion

1. What difficulties does Coleman face by keeping her business in her small basement?

2. What problems do small entrepreneurs like Coleman face in obtaining financing?

3. Why might it not be advisable for her to diversify her product line at the present time?

4. What factors are critical to consider when looking to purchase an existing business?

5. What would you recommend Coleman do next?

Responses to Questions for Discussion

1. Some of the difficulties she faces include:

· Limited capacity to produce more gloves as the market demands

· She is limited to having one person sew the gloves at a time

· She doesn't have the room to hire additional help

· Potential conflict and constant interference between her family life and the business

2. Many lenders do not like to deal with the "small" amounts of financing required by businesses like Coleman's.  The administration and paperwork required is as much as for larger amounts and is difficult for them to financially justify.

3. It is probably not advisable for her at this time because it would be better for her to "stick to the knitting" and get her current business on a growth curve that can be sustained before venturing into a new business.

4. Key factors include:

· Why the business is for sale

· An assessment of the business' financial statements

· How it is currently performing in its market

· Personnel factors

· Legal considerations and a variety of other factors

5. In the short term Coleman should probably just add another employee to enable her to boost her current production capabilities.  That would probably mean having to move to another location.
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