Management & Organization P|anning

Overview

In the management a_nd organization section of the plan you will describe the
structure of your business both legally and organizationally. This chapter will
help you accomplish the following:

o Describe your legal structure.
* Develop your management team.
+ Determine your plans for recruiting employees and hiring outside services.

Your business can be structured in many different ways. In this chapter, you will
learn to distinguish among the various types of legal structures that are available.
Then, you will begin to assess which structure is best for your business.

Another important topic discussed in this chapter is planning a strong
management team. A strong team is essential to the success of your business.
Even though many challenges and potential problems can arise with the creation
of a management team, most can be solved through careful planning.

This chapter will also help you plan for recruiting and retaining good employees.
Furthermore, you will evaluate plans to outsource work by using other companies,
contractors, or professionals to supplement your management e E}"d |
employees. The right people will be a key predictor of your business eventua
success or failure.

Objectives

In thi
this chapter, you will learn to:

°

Evaluate different legal structures.
Define the roles of the management téam-
‘Bm'd an entrepreneurial management team-

€velop a plan to recruit and retain employees. e ol
ity when outsourcing infrastructure is the best cO | \ CRAPTERG 177
o E : i
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6.1 Selecting a Legal Form of Organization
6.1.1 Introduction to Legal structures

ithin some kind of legal framework. Entre

Business must be done w Preneys

make decisions and take legal action to st'ruc'ttfre ﬂ;e business, |f they do Om;ft

will make those decisions for them. If an m(.i!v;dua. entrepreneur fails ¢, Choé)s lay
law will assume the-business is a sole proprietorship, meaning the entreprea Ue’ the
the business are legally one and the same. lf' more than one person js an o e:a”d
the business is net a corporation Or limited liability company, the [aw wil| aSSumznd

the business is a general partnership.

While an entrepreneur should consider many factors in choosing the legal Stug
of the business, not all factors will apply to every business. S%wes e
however, apply to most: |

o _~Number of Owners—While =
R Corporations might T'p

have many owners, most entities, Take an active role in choosing your legal iy |
including Corporations, can have Don't et someone else decide for you e e |
as few as one owner. businesses put off making a decision as to i
legal structure is best until it is too complex or
expensive to change. Select the legal structure
that is best for your business after consuting
with your attorney and accountant.

~~%  Control—Those in control may get
to make all the decisions but they
are solely responsible for financial
losses as well.

Liability—Unless entrepreneurs are willing to be personally liable for the deb

of the business, liability protection should be sought. Choice of legal entity o |
contribute to this protection. |

«* Ease of Set-up—Some entities require an investment of time and money to
fulfill legal requirements.

Reality

In an ideal world, entrepreneurs would select a legal form of business
understanding every legal and tax implication. The reality is that most

: malé
entrepreneurs must rely on the advice of their attorneys and accountants 1ol

. i . § = ’oﬂ
this decision. Attorneys and accountants can anticipate many situations based

. - : | 05;
their experience and on information still, the €9

provided by the entrepreneur
structure of the

- : ive with
business is the entrepreneur’s decision to make and live

: :/l(aising Capital—Simple entities such as SO[erestriCted
T'p Proprietorships and general partnerships 2™
in their ability to raise capital.

Not all business forms are perpetual. 5 i’

Some forms of business cease when * Taxation—Tax liability is a major concem "

the entrepreneur exits the business, _~Owners. The various legal entities »treat.mca W
T losses differently and they tax profits d,_ffereﬂ o

3k
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Entrepreneurs are usually concerned with all of these
the legal structure that best meets the entrepreneur’s n
business. An experienced attorney should help the en

factors. The key is to identify
eeds and the needs of the

trepreneur make this decision.

from real entrepreneurs

S R Ty eicE el

s and Tyrone owned a highly profitable repair shop for firefighting equipment. The business had never adopted an

e of doing business, buF the two owners had always split the profits 50/50 even though Tyrone had contributed ne:ayrly
of the assets to the business including the land and building. One day, James' teenage son was returning to the shop

ith parts he had picked up in another town as a favor to his father. On the way, he was involved in an automobile

cident that killed two people. The boy was not an employee of the business and was not to receive any compensation for

favor. In a law suit against the boy and the two owners of the business, the business was declared to be a partnership

(they were all found liable. In order to pay the judgment after the insurance limits were exhausted, all of the assets of

e business were sold. Tyrone, who had contributed nearly all of the assets, was left with nothing.

Once investors, lenders, or stockholders get involved, entrepreneurs need to protect
their own interests from those who might seek to take control, ownership, or profits.
Even though entrepreneurs start corporations, nothing guarantees they can continue
as directors, officers, employees, stockholders, or even recipients of dividends.
Nothing guarantees they will continue to be included in the inner workings of the
business. An entrepreneur can be squeezed out in many ways, some direct and
others very subtle. To understand the various squeeze-out methods and how to
protect against them, entrepreneurs rely on experienced business attorneys.

These professionals make sure the entrepreneur’s interests are protected before

that entrepreneur commits to take on other owners or investors. Successful
entrepreneurs continue to consult an attorney as time passes and the venture
changes; especially if it becomes more valuable.

Tip
While the professional advice you need may be costly, do not select your attorney or accountant based

upon costs alone. You should also consider the attorney’s experience, area of expertise, work ethic, and
compatibility with your company.

_ More Info

Martindale-Hubbell Law Directory—Free online listing of individual lawyers and law
- firms by specialty and geographic location. martindale.com

i Business Entity Comparison Table—Chart of the different legal organizational forms.
; bizﬁl-ings.com/Libraries/pdfs/business-type-comparison-table.sﬂb.ashx

~ Most Common Way to Structure a Business—Outlines the common legal ent-ities and
links to tax forms needed for each. sba.gov/content/incorporatlng-your—busmess

A C,hoosmg a Form of Organization—Covers the advantages and disadvantages of
different legal structures. toolkit.cch.com/text/P01_4710.asp

N ;
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6 Management

6.1.2 Sole Proprietorship

p.is a business owned and cor}trolled by_p\ng Person apg |
it It is the easiest entity to form and maingg,
'requi”ﬂg |

A sole proprietorshi
operated for the owner's pro
no paperwork or approvals.

wner alone controls the entire business, The i

In a sole proprietorship, the o : )
Can
gers. All the profits and losses belong to the g ani

either manage it or hire mana

Taxes for a sole proprietorship are relatively easy to file using Schgdule C of the

1040 form. The sole proprietor does not worry about double taxation, excessiya |
compensation or excessive retained earnings. On the other hapd, the proprietq, o |
not allowed to take a tax deduction for many items a corporation may deduct, g
as defined-benefit pension plans, insurance expenses, and health benefits, :

In a sole proprietorship, the owner is liable for any debts of the business. In esey
the business and the business owner are the same. In other words, the persons|
assets of the owner can be used to pay the debts of the business and business as
can be used for personal obligations. |

A sole proprietorship can be sold as a business or it can close its doors and sel is
assets. Fractional sales to allow new owners or investors are not allowed.

The business ends upon the death of the owner and may end upon the owner’s
permanent disability or prolonged absence.

The ability of a sole proprietorship to raise capital is limited. Shares of the busines |
cannot be sold. To borrow money, sole proprietors are usually asked to pledge

collateral and to personally guarantee that the loans will be repaid before a bank
will even consider the loan.

from real entrepreneurs

After learning the disadvantages of doing business as a sole
proprietorship, a very successful business consultant made the decision
to do business in that form. She knew that the nature of her business
created only a very small risk of liability, which was covered through
insurance policy. She worked alone or with others, il as independ%ntan

contractors on specific projects, and she had
d no employees, S ‘
the absolute freedom to control every aspect of herpbu{iness ot

More Info

Sole Proprietorshi : sole
: . Ps. - Information to he| : rms that 85

proprietorship may be required to file p determine the IRS fo o
Irs.gov/businesses/small/arficlo/n ta. aoeon . .
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partnership

A partnership forms when two or more entities join together for a common busi
purpose. Two or more people, a person and a C(r)ﬂrp(“);ati‘oﬁ, two éorporatiohs 2:125;9
fwo partnerships may form a partnership. A partnership can be general or limited 0
Although no written document is required to form a partnership, a partnershi .
agreement should be developed for the sake of al| partners. This/dogument shpould
spell out such matters as division of profits or dissolution of the partnership

The partners control a partnership according to their agreement. A great deal of

flexibility is available. If those involved in a general partnership have no agreement
the law assumes that partners share control equally. In a limited partnership, the ,
general partner controls the operations and the limited partner is simply an Jinvestor.

TIp
Never split the ownership of a business 50-50. If the owners are not in agreement, nothing will be

accomplished. Instead, choose a third party in whom the owners have complete trust. Give that person a
very small percentage of ownership or have a written agreement that the third person resolves tie votes.

The partnership has a fairly simple tax structure. The income and loss earned by the
partnership is passed through to the partners and reported on their respective tax
returns. The partners then pay the tax on their share of the profits. The partnership

itself does not pay any tax on profits.

Most authorities strongly advise against using the general partnership form of
organization because liabilities are personal and unlimited. Moreover, each partner
is fully personally liable for the actions of any other partner. In a limited partnership,
only the general partner is personally liable. The limited partner’s liability is limited

to the amount invested in the business.

Since a partnership is a voluntary association, it can be ended at any time by any
partner. Partners can simply say that they no longer wish to be a partner. The death
of a partner also automatically ends a partnership. Therefore, a partnership
agreement should include provisions for matters such as dissolution, the payment
or performance of partnership obligations, division of assets, continued use of the

name, and ownership of intellectual property.

Reality

A creditor will usually seek to collect from the partner with the most easily
reached assets. Seeking reimbursement from the partners who did not pay can

be a long and sometimes futile process for the partner who paid the debt.

© 2012 Ewing Marion Kauffman Foundation. All Rights Reserved.
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from real entrepreneurs

i B T ini cing facility. The partners p|
- — ding, training, and é , planneg .
sed horse bree : to
i diases e plropmoent to a hotel management company. The mvestmhent Was primed 1o b 9VE|op
buildings on the land and sell the develop 4 the initial estimates, NOWEVET, only one partner had the funds Necess Uge
profits for the partners. When costs exceede chased the interests of the other two partners for far less tha, the

i tner pu d
meet the terms of the contract. This par eventually sold.
investment and made all the profit himself when the land was y

nership cannot be transferred since the addition of 3

different owner constitutes a neW partnership. Provisions ;?n rbt;: :ﬂade in the Partnergp
~oreement, however, for the addition of new partners, the retirement or resjgnyy
oEf%oId partlners nd the continuation of the old partnership, at least in name,
/

Technically, ownership in part

iOn

pendent upon the individual assets of the partners 1,
ddition of investors would require the conversion frq,
It would be a new entity. Lenders will logk for

fully collateralized loan to be personally guarantee;d by the partners. Since limiteg
partners generally are simply investors whose liability is limited to their investment

it is unlikely that they would be willing to personally guarantee a loan.

A partnership is primarily de
raise additional capital. The add
a general to a limited partnership.

from real entrepreneurs

In the partnership agreement, in addition to including how partners can exit the partnership, also include a method for
determining the value of a partner's share. The lack of such a method resulted in considerable confusion when ane of fve
partners in a small manufacturing business decided to exit and sell her share of the business to the remaining partners.
Her share was worth more money than her initial investment, but how much more? Luckily the team was amiable and a

satisfactory solution was finally reached, but it could have turned ugly.

More Info

Partnerships—Information to help determine the IRS forms that a partnership may
be required to file. irs.gov/businesses/small/article/0,,id=98214,00.html

Husband Wife Partnerships—Discussion regarding employment of a spouse
compared to a husband/wife partnership.
irs.gov/businesses/small/article/0,,id=97732,00.html

Eartnership Agreements—Questions for business partners to answer before entering
into a partnership. sbdc.umb.edu/pdfs/Partnership%20agreements.pdf

Avoid These 7 Partnership Killers—Settin ideli i
= up guidel '

en‘trepren(fur.com/startingabusiness/start(iup[::)gsicsel3 e

startupbasicscolumnistbradsugars/article196912_html

6.1,4 Corporation and S Corporation

A corporation is a. -
leg%ﬁﬁﬁ% law. A corporation can

manage its i
anythigr'g‘anoivngijifcfialjgsl' hold property, borrow money, and legally do nearly
can do. Stockholders may be, but don't necessarily

need to be, empl i
- ployees, officers, and or directors of the CO-rPOFatiOL,,/T/wZ
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An advantage of corporaﬁiong is the insulation of liability afforded its owners and
operators. If the corporation is operated in accordance with laws and regulations,
only the corporate assets may be reached by creditors for business debts. The
owners’ personal assets are not at risk. The law requires corporations to operate
separate from the owner, to file all governmentally required reports and to pay taxes.
All too often, a one- or two-person corporation keeps inadequate records and the
owners fail to strictly separate corporate and personal assets and liabilities. The
consequence of failing to operate the business as a corporation is the loss of
insulation from liability. In other words, if a creditor can show that the business
has not been properly operated as a corporation, the creditor can then reach

both corporate and personal assets of those responsible for operations.

' from real entrepreneurs

An § corporation was sued because of one employee's involvement in an automobile accident while driving the corporate
minivan. Upon investigation, the plaintiff’s attorney was able to prove that the minivan, although owned by the corporation,
b \was used frequently by the owner’s wife to transport their children to little league and soccer games. In addition, this
* attomey proved that no vehicle log was maintained as is required. The court ruled that the corporate veil, or liability shield,

" had been pierced and that the owner's assets were available to satisfy any judgment.

The insulation from liability afforded by a corporation does not shield the individual
from liability for harming others through their own negligence. That person may be
liable along with the corporation. Nor does it prevent the corporate owners and
officers from being sued. Even if they are ultimately determined not to be
individually legally liable, defending the action filed against them can cost them
thousands of dollars. For these reasons, many corporate owners and officers obtain
individual liability insurance coverage.

All states permit corporations, but their laws and regulations differ somewhat. Some
states permit corporations in which one person fills the roles of stockholder, director,
and officer. Others permit one owner corporations but require two officers as a
minimum. All states’ requirements are based on the concept that the corporation

is a separate legal entity from those individuals who own and operate it.

Corporations have a three-tiered control system. Stockholders elect the directors

of the corporation. In turn, directors elect the officers. Other than electing directors
and expecting dividends, stockholders generally have no other function. The
directors make primary decisions for the corporation, and the officers direct the
daY‘to-day operations.

All corporations start the same. They obtain a charter .
from the state, generally the state in which they intend T| p
to do the most business. Unless the corporation elects

: Double taxation refers to a situation that
to be treated as a partnership for tax purposes (the

occurs when the earnings of a corporation

SUbChaPt?f S election), it files a corporate tax return. are taxed twice, both as the net income of
to ff\ﬁaymg s, m.OSt Corporations. distr ibute money the corporation and again as the dividends
o r stockholders in the form of dividends. Th}é distributed to the stockholders. Your accoun’;apt
ockholders must pay taxes on the income received. can advise you on ways to avoid double taxatton
'S practice results in double taxation. e

i { FASTTRAC. © 2012 Ewing Marion Kauffman Foundation. Al Rights Reserved.
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a special tax election can be made called 5

es are called an S Corp or S Corporation, 'Sy
ke the election and meet the foilow;ng rTez g::us!tﬁk?m
tS

To avoid double taxation,
S election’. Such business
status the business must ma

o Be a domestic corporation

e The number of stockholders cannot exceed 100.

e Have one class of stock.
Have only allowable shareholders (may not include partnersh;
or non-resident alien shareholders)

Not be an ineligible corporation i.e. certain financial institutions
companies, and domestic international sales corporations.

S
p ’ Corporaﬁﬁns

’ mSUranCe

If these requirements are met, the corporation is treated as a partnership foy
purposes. In this case, the corporation pays no tax and the profits pags through .
the stockholders who pay income tax on their share of the profits.

Shares of a corporation represent ownership of the corporation. While shares
be restricted through the by-laws of the corporation, transfer of ownership of
or part of the corporation is relatively easy. Transfer of ownership, if necessary
for any reason (raising capital, exit strategy, investors, etc.), can be done. Whey
entrepreneurs want to sell their businesses, the corporation provides a much my
salable package than a sole proprietorship or partnership. The corporation may
exist forever as evidenced by its charter, granted by a state.

The corporation is the only entity that can deduct as business expenses many benei:
such as health care and retirement plans. These expenses reduce the taxable profis
the corporation and give employees valuable benefits which are not taxed as incor

Real ity

Persons who buy a company’s stock have the right to receive dividends,
(assuming there are profits), vote for directors, sell the stock to other people

and, under some circumstances, sue the officers or directors for any misuse ¢
corporate assets or malfeasance.

from real entrepreneurs

S o = _——/—""—F’/W
Software Solu'uonsf Inc. beg.an.as an $ corporation. Within five years of starting the business, founders Alexel andﬁf:‘;;as e
wanted to go public—that is, issue and sell shares of stock to the general public. To do this they had to give UP

and become a C corporation. They will have far more than the 100 stockholders permitted biei//lm‘m/

i

Not al i iqi : s 0k
| companies are eligible to be every type of corporation. Specific businesses such 28 2 fions

public utilities, health care, law and others are required by states to be specific types e

S corporatiqns also have a number of regulatio
before making a decision as to which type of ¢

Tip

ns to consider. Consult an attorney %  usines
orporation is permitted and right for YO

184 CHAPTER 6
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- 5,
1.6 N:onproflt S

(/;ome of the most profitable cor Porations in this countr i
Tlassification as INONPrOfit d6es Mot mean That "fFi‘é"B"d'y . The

. prof T :
nor does it mean that it tried but fajle R e 4 H

d to make a profit. |t o

. : . It sim

Internal Revenue Service has determined that it hai filed for ar?tliyn:z: fhthat v
e

requirements as an organization that Provides a service to the community f i
purposes. These purposes may be religious, charitable, scientific testi mtfy e
safety, literacy, educational, fostering a national of international :amate? M
competition, or the prevention of cruelty to children or animals, Non Lrjc:fsf i
prohibited frorn distributing net income to owners, members di.rectorFs) orl;f;i::er b
they may pay fair compensation to their employees, ContribL,itions to non rofit(: esir ¥
tax deductible by the donor, which is a great advantage in raising funds. ; ;

Nonprofits are formed in com

L pliance with appropriate state laws, and then they seek
IRS classification.

Nonprofits are controlled just as other corporations by a board of directors, but
they have no stockholders. A nonprofit does not pay income tax, but it does file
informational returns. Just as with for-profit corporations, the nonprofit offers
insulation from liability to its board, officers and employees. Recently, many law

Tip

Since it is not always easy to determine whether a business concept will be eligible under state and
federal regulations for nonprofit status, you should contact a lawyer to learn more about nonprofit
organizations. The approval process is long and complex and should not be attempted without the
assistance of a knowledgeable professional, generally a certified public accountant or an attorney.

suits have been filed against corporate directors of both for-profit and nonprofit
corporations claiming they have not acted in the best interests of their
corporations. Because defense costs can be enormous and the potential for
liability, which would not be insulated, is a reality, almost all boards of directors
obtain liability insurance coverage.

More Info

!: irstGov Federal Government — Links to government-sponsored programs and
Information for nonprofits. usa.gov/Business/Nonprofit.shtml and
Sb“‘-80V/content/nonproﬁt—organizations

|
: FASTTRAC- © 2012 Ewing Marion Kauffman Foundation. All Rights Reserved.
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Exercise 6.1.6 e
Choose a Legal Structure

Learning Objective ‘
e FEvaluate the advantages and disadvantta)iges (?f ﬂlle a\I/atlabIe legal str,, 5
: informed decision about the legal structure of Ot
begin to make an info - bus,%s‘
Overview .
Business must be done within some kind of legal framewqu. Entrepre
make decisions and take legal actions to structure the business. If th
law will make those decisions for them.

Neurg Mg
ey do oL,

Introduction

Every business must exist in some legal_ form such as a sole proprieto.rship’
partnership, corporation or limited llabll[ty company. Each form has its ad“aﬂtages
and disadvantages. This exercise will assist you in understanding each form. The
final decision should be made only after consulting a lawyer and accountant

The formation and operation of business entities are matters of state law. The stze
in which you will have your principal place of business will have the greatest
impact upon your business. While states may differ, generally the following types

of entities are available:

Sole Proprietorship
General Partnership
Limited Partnership
Corporation

S Corporation

Limited Liability Company
Nonprofit Corporation

R I

Generally, every business owner will be concerned about certain basic

consequences and considerations when selecting a legal structure. Some of
these issues are:

* The number of owners

* The degree of control retained by the founder

The liability of the business and the founder
* The ease of set up

The ease of raising additional capital
How the business will be taxed

188 CHAPTER 6
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6.2 Defining the Management Team
b 6.2.1 Introduction

Early in the planning process, entrepreneurs should give thought to the
or their enterprise and the roles those

ght management team is key. Professi
i | ! : sional
investors in new ventures consider the Management team to bz one of the

Reality

Venture capitalists would prefer to back a second-rate concept headed by

a first-rate management team than a first-rate concept with a second-rate team.
The three things they evaluate when financing a new venture are management
team, management team, Management team.

Not everyone wants to be the leader of a management team. Many choose solo-
entrepreneurship. For varied reasons, these entrepreneurs choose to build a
company that can be managed by the entrepreneur alone. This decision is fine
unless the entrepreneur is seeking to build a sizable business. Then a management

team will be needed.

from real entrepreneurs

Sandy was researching and planning her catering business when she began to think about the management team. At frst,
she had intended to manage the company herself. After a close look at her business strategy—to expand the company into
several additional markets including new geographic regions within the fourth year of pusiness—she kpew she ngeded tp

work toward building a management team. Her specialty was in food preparation, not in sales, marketing, or administrative
duties. In her business plan, she included the need to recruit individuals to fill the management roles. She hired team

members during the third year, and her strategy was carried out as planned.

More Info
ABl/Inform—Subscription database of articles on busines§ and management
topics from thousands of business periodicals and magazines. Usually available

at business libraries.

Institute of Management Consultants—Free online referrals for cons-ultin.g
professionals who have pledged to abide by IMC USA's code of ethics. imcusa.org/
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6.2.2 Understanding Management Team Ro

cludes a combination of critical roles. Oftep laye
t-up, these roles become the basis for establigh, dhy,

. = a
on-going management team as the business grows. Depending on the ”aturen

business, common roles essential to most erntures inclyde the Research an O th,
u | : t Director, Chief Executive Officer, Marketing Director, Sales .

L apmen “hief Fi ial Officer and Chief Operating Off; Nagey

Production Manager, Chief Financia g Officer :

The management team In
single entrepreneur at star

e Research and Development (R;&I?'ie
Director—Someone must create -
product/service sold to the customer. Reahty v
Inventors, researchers, and often times Experience has showr, that
production engineers are the creators.
Creators should be allowed to do precisely
what they do best, which is to create. e

e Chief Executive Officer (CEO)—The QEO
is the driving force that makes everything
happen. This person puts together the .
resources to support the product/service and takes it to market.

most successful Entrepreng,
are driving forces, not Creator;

* Marketing Director—The marketing director uses knowledge of the industy
and marketing to develop the right plan to reach the right people,

* Sales Manager—The sales manager organizes the sales team or manufactur:
representatives so they can sell to the target market. ’

Production Manager—The role of the production manager is to oversee
manufacturing of the product/service.

* Chief Financial Officer (CFO)—The CFO is in charge of financial planning
and recordkeeping. =

* Chief Operating Officer (COO)—The COQO is the organizer who makes
operations flow smoothly and economically.

r\

More Info ;
Build Your Management TI p
Team—A guide to hel i
figure out %v oo neFe)cilou Someone with the necessary skill must make certain that;he
O YOUr management ¢ financial records accurately reflect what is happening in ! Z
entrepreneur fom/ 2am, business and meet IRS requirements. Someone Wil aISIO r?:ing

s = re : in planmi
article/83618.1 Prepare reports that assist the management team In P

g of the computer chip was important t0 €
Personal computer.
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se 6.2.2 :
Management’s Strengths

Learning Objective

g ety the-StrengthS of the management team and their responsibilities
within the business.

Overview

Having the right management team is key. The managemen
decisions about how to sell products/services, improve prof
For many start-up businesses, the entrepreneur is the mana
is brought together to provide direction for the company. |
at the skills and experience each member of the Mmanage
determine if they have what it takes, individually and col

t team directs the company by making
itability, and expand into new markets.
gement. For others, a team of individuals
n either situation, it is important to look
ment team brings to the business and
lectively, to lead the company.

Step 1

In the space below, describe the duties YOU will be assumin

g within the business. Identify the
position(s) you will fill within the organization and responsib

ilities associated with the position(s).
Position(s):

Responsibilities:

Step 2

Complete theﬁEntrepreneurial Start-up Employment Application. Answer all questions thoroughly
- especially the sections which ask you to describe responsibilities and skills used/gained.

Step 3

Exchange applications with another person. Each person should review the application they have
received and then relate back to the “applicant” what they see as that person’s strengths related to
the business they want to start and the industry in which it falls.

Step 4

Based on the information on the application, the person conducting the application rgview
should now relate back to the applicant what they see as that person’s transfera_b!e s'k|lls. .
Transferable skills are “the skills and abilities you have acquired during any actlvxt)/ in your life
that are applicable to what you want to do in your next job.” For example, an individual who has
worked in a clothing boutique would have customer service skills. These skills transfer to many
different job situations. Now have each person who will be part of the Management Team for
your business complete the application and use it to identify their skills.

Step 5

This activity has prepared you to write the Management Team section within the M;jmagemer?t and
Organization section of the plan. In this section, describe who will manage the busnr.less, their
specific responsibilities and their qualifications. Use the strengths and transfere.ziple slfllls you have
identified in this exercise. Also include plans for adding key management positions in the future.

t
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