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  1. a)   Define the term small business?

  It is not easy to give a precise definition for small business because there are many ideas about the concept of small business. All people from different ages like to go into small business project, generally speaking those who seek their small business usually believe in the free markets system with its wide range of opportunities for such business.
  Small Business grew rabidly from the mid- 1980s to the mid- 1990s as investors became more willing to take the risk of having their own businesses with all the incorporating challenges, many of these were middle-aged executives from large corporations or individuals who were eager to put their management skills to work in their business for their own benefit and interest.

  Finally we can define the term of small business

is one that is independently owned and operated and is not dominant in its field of operation.
  In general, however, it uses the size classification shown in Table 1.1 below in Europe small firms are considered different from country to country.
  Classification of business by Size
|Under 20 employees                           |Very Small                               |
|20-99                                         |Small                                     |
|100-499                                       |Medium                                   |
|500 or more                                   |Large                                     |

  Source: "Small Business Management" BE322 Student Book from (Small Business Administration). (1)
  In the European Union, about 34% of the work force is employed in firm with 10 or fewer employees (2).
  So Small business defined by itself and describes the features that have in the meaning through:
      ✓ Management is independent, managers usually owners.
      ✓ Capital is supplied and ownership is held by individual.
      ✓ Operation is Local, although market is not necessarily local.
      ✓ Business is small comparison with larger competitors.

    b) Explain some of the current problems small businesses face?
The Current Problems Facing Small Businesses
  The emergence of small business is recognized in many countries around the world and it is becoming more and a greater economic power in the world, due to many advantages that effected the economic in many areas, while there is a growing interest in small business, there are many problems that affect their operations and management.
  The biggest worries facing small business owners, according to a 2004 survey, are:
      ✓ Recession (current economic issues).
      ✓ Retirement or transition.
      ✓ 

Capital or financing issues.
      ✓ Unexpected growth.
      ✓ Succession. (3)
Inadequate Financing
  Shortage of capital is the greatest problem facing small business owners, and in most cases this is the main reason for the close down of the businesses.
  It is impossible for a small business owner to operate and manage his business without adequate amount of money invested to run the business.
Inadequate Management
  The second problem facing small firms is the inadequate management. This is manifested in limited business knowledge of the owners, lack of the required management skills, poor planning and experience where the owners tend to maintain their position very tightly and many not select the right qualified employees for the right position in the business.
Government Regulations and Paperwork
  Small firms are subject to many government regulations as their large competitors. These regulations are often complex and contradictory,
  The most important trends are Exploding technology, which is the primary challenge for the small companies due to the changing their process and depend on automated processes that effect all departments in small business, Productions, accounting, marketing and sales which depend on computer, that mean the owner and managers must keep up to date themselves on the latest technologies so that they can train their people effectively. The second important trends are Occupational and Industry Shifts (Reinvention) is the fundamental redesign of a business, often resulting in reduction in size and markets for business, has led to fewer job opportunities for those are less well-trained and educated. So many large companies have Reengineering is the redesign of operations starting from scratch and redesign their activities, which result Downsizing, sometimes called rightsizing is an organization

reduces the number of employees, this shift help smaller firms, as many highly skilled worker but with small attractive benefits. Finally we find that is the Global Challenges is the growing number of large and small businesses that are become foreign owned and the trend in business is to become more active globally, this foreign-owned companies tend to have different management styles from their social environment they live in, which mean small business owners and managers must learn to adjust and adapt to nontraditional styles.
Conclusion
  It is difficult to draw a clear distinction between a small business and an entrepreneurial venture, as the distinction depends on the intention of the owner. If they start a small business and want it to stay small, it is a small business. If, no the other hand, they start small but plan to grow big, it is an entrepreneurial venture.
  People start businesses for many personal and business reasons. While income is an important consideration. The primary reason is to achieve independence.
  Some current problems that plague small companies more than larger ones and limit their development, inadequate financing, inadequate management (especially as the firm grow) and the complex of government regulations.
  There are some challenges that facing the small business and some entrepreneurs start businesses to achieve business objectives such as providing Services to their customer, making profit, providing social benefits to society and rowing into large, profitable organizations.
  Small Business can offer specialised services to customers that larger businesses may not regard as cost effective to provide. Smaller businesses may be able to innovate in ways that larger ones would find difficult; they tend to be less bureaucratic and more flexible in their response to customer demands.

(5)
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  2.       a)   Distinguish between a small business and an entrepreneurial venture?

Small Businesses
  Small businesses are carried out with minimum investment. These businesses are run with the plan to produce more income with the least amount of money invested in a business. While most people run their small businesses from their neighbourhood localities, many small businesses are now also being run from the home. Perfect for those who want to do business without taking a lot of risks! Small Businesses are those firms which have a small number of employees, stock turnover, capital employed etc. Every country has its own criteria to separate small business from the larger ones. Following are the advantages and disadvantages of small businesses to their owner or operator as well as the economy in which they operate. Appropriate government policies to promote small businesses are also discussed. (1)
Advantages
      ✓ Small Businesses Are the Backbone of the Economy.
      ✓ Small Businesses

Demonstrate the Essence of Political Freedom.
      ✓ Small Businesses Provide Better Customer Care.
      ✓ Small Businesses Encourage the Passion Needed to Succeed.
      ✓ Small Businesses Owners Are Highly Skilled.
      ✓ Small Businesses Allow Owners the Freedom to Innovate.
      ✓ Small Businesses Can Change Course Rapidly
      *Sources: URL: http://www.enetsc.com/doctorebiz.htm (2)
Disadvantages
      ✓ The disadvantage of a small business is that since it is run on a low budget, it requires tremendous marketing and the planning and implementation of proper strategies. The improper handling of loans or investments can often lead to the downfall of a small business very quickly. It is very necessary that all the planning of a small business is firmly kept in mind when a person opts to start a small business.
      ✓ Small businesses do not have economies of scale, the ability to cut costs by increasing production. Therefore, their costs might be significantly higher than the other larger businesses.
      ✓ It is often very difficult to raise the capital needed for Start-up or expansion. Even if the capital is available, there will be high cost e.g. high interest rates from the banks.
      ✓ It is often very difficult for small businesses to find suitably premises for rent. The rents might be initially very high.
      ✓ One of the major disadvantages of a small business is the lack of authenticity. Most people prefer to do business with established industries rather then to put their trust in small businesses which have several risk factors. To make the name for a small business in the big industry is the major obstacle that most small businesses face. Much marketing effort and references are required to firmly establish and authenticate a small business. (3)
Entrepreneurial venture
  The

concept of entrepreneurship has a wide range of meanings. On the one extreme an entrepreneur is a person of very high aptitude who pioneers change, possessing characteristics found in only a very small fraction of the population. On the other extreme of definitions, anyone who wants to work for him or herself is considered to be an entrepreneur.
  An Entrepreneurial venture is one in which the principal objectives of the entrepreneur are profitability and growth.
Entrepreneurship vs. Small Business
  Many people use the terms "entrepreneur" and "small business owner" synonymously. While they may have much in common, there are significant differences between the entrepreneurial venture and the small business. Entrepreneurial ventures differ from small businesses in these ways:
      1) Amount of wealth creation.
      2) Speed of wealth creation.
      3) Risk.
      4) Innovation. (4)

Conclusion
      Small business is not a synonym for small earnings. In fact, many small businesses are extremely profitable. Their advantages of leanness, maneuverability, innovation, and customer focus mold them into steady enterprises that earn a significant return on investment year after year after year.
      Being big isn't a worthy goal. But delivering top customer service, a passion for excellence, a willingness to dream and create, and the freedom to make timely decisions - these are worthy of acclaim.
      To conclude small businesses are extremely importance for the welfare of those involved directly or indirectly with the business, i.e. the whole economy. Therefore, I recommend that people should start own businesses. Even if they don’t succeed, there will be a great chance of gaining priceless experience from the business, and I recommend the (Dr. Ralph F. Wilson) feedback "small businessperson, I salute you for your 

dedication, your intelligence, your business acumen, and your contribution to society. Be proud of your small business. Stand tall, free, .and unapologetic. Don't offer excuses for the size of your business. Small businesses make the very biggest impact of all!" (5)
      Finally I encourage the start of small businesses with my advise to use the checklist for aspiring entrepreneurs according to Duncan Cheatle of the U.K. that advise all small businesses owners to use the thoughts: Do if for passion not money, Do something you know about, Don't give up too early, Have a mentor, Have appropriate funding, Be a good cash manager, Build sales first, Don't try to rush and be wary of bad advice or suppliers. (6)
        b) If you were to start your own business, which would like to prefer & why?
      The most ridiculous thing I have read in the mass media lately is the list of the best Tools to start a business or to do business. They list many things that belong to a big firms this is crazy. They talk about stable law and tax codes etc. Let me explain, the people writing the articles are journalists at best. I only have a diploma in business administration marketing field with 18 years experience in banking industry. The last design that I could take to start an entrepreneurial venture.
      So I will go for small business due to freedom in the small businesses and at any level the risk still not high and that I can Control it.
        – More freedom, more money
        – Be my own boss, gain respect
        – Lead and motivate others
        – Implement an idea or innovation
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  3. a) Explain the importance of planning in small businesses?
Introduction
      We all do good planning including office logistics, finances, marketing and communications is the key to success for all home businesses.
      Planning should be the first step in performance a series of managerial functions because it sets the future course of action for all aspects of the business. Planning can increase our chances of success by focusing on areas often overlooked realism.
Definition
      Business plan is something that many small businesses fail to create; however, many business owners are adamant that having a written business plan is one of the keys to their present success. Creating a business plan forces to contemplate possible obstacles to business and prepares to find solutions that will help to overcome them. (1)

      Finally, Planning is The Process of setting objectives and goals, developing strategies, and outlining tasks and schedules to accomplish the goals.
The importance of planning in small businesses
      Planning is one those things that we all know

is good for us, but that no one wants to take the time to do.
          ✓ It does not preclude creativity or instinct, but it does add a layer of awareness that spells the difference between survival and extinction in a changing environment.
      The best planning known is the generic business plan, which is used when one is starting a new business or a new process or product within a business.
      Below Table & Examples shows the most important type of plans and planning functions (TABLE 1.2). (2)
      [pic]

          b) Discuss the role of strategic planning in small businesses. Use figure/table to support your discussion?

Strategic planning
      Strategy narrowly defined, means "the art of the general" (from Greek stratcgos). A combination of the ends (goals) for which the firm is striving and the means (policies) by which it is seeking to get there.
      Strategic planning is the formal consideration of an organization's future course. All strategic planning deals with at least one of three key questions:
        1. "What do we do?"
        2. "For whom do we do it?"
        3. "How do we excel?"
      Various business analysis techniques can be used in strategic planning, including SWOT Analysis (Strengths, Weaknesses, Opportunities, and Threats), is one tool that most strategic planners use to scan the business's environments and base objectives, it a useful tool and eliminate weaknesses and threats and to capitalize on the strengths and opportunities in the external and internal environments.
      PEST Analysis (political, economic, social, and technological), STEER Analysis (socio cultural, technological, economic, ecological, and regulatory factors), and EPISTEL (environment, political, informatics, social, technological, economic and legal). (3).
Mission, vision, values and Objectives (goals)

      Mission: The mission could be either for the long term or the short term. A corporate mission can last for many years or for the life of the organization or may change as the organization develops. It is not an objective with a timeline, but rather the overall goal that is accomplished as organizational goals and objectives are achieved.
      A Mission statement tells you the fundamental purpose of the organization. It defines the customer and the critical processes. It informs you of the desired level of performance.
      Vision: Vision is a long term view, sometimes describing how the organization would like the world in which it operates to be. A vision statement provides inspiration, the basis for all the organization's planning. It could answer the question: "Where do we want to go?"
      A Vision statement outlines what the organization wants to be, or how it wants the world in which it operates to be. It concentrates on the future. It is a source of inspiration. It provides clear decision-making criteria.
      Values: Beliefs that are shared among the stakeholders of an organization. Values drive an organization's culture and priorities. Objectives (Goals).
      Executive Summary
      A brief overview of the entire plan along with a history of your company.
      Marketing Analysis
      Illustrates your knowledge about the particular industry your business is in, and presents general highlights and conclusions of any marketing research data you have collected.
      Company Description
      how all of the different elements of your business fit together.
      Organization and Management
      Your company's organizational structure; details about the ownership of your company; profiles of your management team; and the qualifications of your board of directors.
      Marketing and Sales Strategies

      How you are going to attract and service customers.
      Service or Product Line
      what are you selling?
      Funding Request
      The amount of funding you will need to start or expand your business.
      Financials
      The critical financial statements to include in your business plan packet.
      Appendix
      Additional supporting information.
      Once we have gathered the information for the essential components, we can reformat it to fit a variety of needs. Much of this information comes from you, the business owner.
Reasons why strategic plans fail
      There are many reasons why strategic plans fail, especially:
        a) Failure to understand the customer:
        b) Inability to predict environmental reaction:
        c) Failure to coordinate:
        d) Failure to obtain senior management commitment:
        e) Failure to obtain employee commitment:
        f) Failure to follow the plan:
        g) Failure to manage change:
        h) Poor communications:
Conclusion
      Planning, one of the key managerial functions, is usually done first, since every think else depends on it. While planning establishes directions and goals for any business, it is especially difficult in small firms.
      Business plan establishes are checkpoints and goals along with setting a timeline for accomplishing certain objectives. Knowing who the plan is written for will help in making it a better plan. For yourself, you may be able to be more succinct and goal-oriented. For a lender, you will want to be bottom-line about how you are going to generate a profit. However, all have certain essential components. Business Plan will become your guide and silent business partner - indicating where you need to improve and helping you stay one step ahead of your competition. Make it a priority to have this

crucial road map for your business.

      As and when the strategy implementation processes, there have been so many problems arising such as human relations, the employee-communication. Such time, marketing strategy is the biggest implementation problem usually involves, with emphasis on the appropriate timing of new products. An organization, with an effective management, should try to implement its plans without signaling this fact to its competitors. (4)
      In order for a policy to work, there must be a level of consistency from every person in an organization, especially management. This is what needs to occur on both the tactical and strategic levels of management.
      Strategic planning is a very important business activity. It is also important in the public sector areas such as education. It is practiced widely informally and formally. Strategic planning and decision processes should end with objectives and a roadmap of ways to achieve those objectives.
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