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Introduction

nline businesses have finally found a permanent foothold in today’s

marketplace, leaving little doubt that the Internet is not only the conduit

for a viable online business model, but is often a necessary tool for build-
ing, managing, and growing any type of business. Even traditional retailers are
increasingly seeing their e-commerce sales eclipse in-store sales throughout the
year, and especially during major shopping holidays, such as Black Friday.

We are excited about the potential that an online business holds and the fact that
e-commerce and digital marketing are now thought of as necessary components
of almost any business. Since beginning our own online endeavors, we have had
the privilege of meeting and working with a variety of entrepreneurs — people
who, much like you, share a dream of finding economic independence by running
their own businesses. As you might have guessed, many of them found success
on the Internet.

The Internet provides not only a legitimate resource for starting a business that
will offer a steady source of income for your family, but also a nearly endless
source of ideas and opportunities to market and grow your company. It can even
give you the flexibility to work from home, the freedom to work part-time, or
the ability to earn an additional source of income to help make your life more
enjoyable. And maybe your online business could be the next Amazon, eBay, or
Facebook! Almost anything is possible with the Internet, but the pursuit of suc-
cess starts with a good idea, a solid business foundation, and an endless amount
of determination and hard work.

In this book, we help get you started by sharing with you the knowledge and tools

we’ve picked up along the way and by providing you with a few shortcuts to help
further your own online endeavors.

About This Book

Much has changed since we wrote the first edition of this book in 2006, but much
has stayed the same. Our number-one goal for the book — to cover the many
ways you can start or expand a business by using the Internet — is still the same.
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Likewise, many of the basic principles for starting your online business are still
tried-and-true methods. For this fifth edition, we took great care to update all the
key information that has remained valid in the past few years. Our second goal for
the book is to expose you, the reader, to new trends and tools that can be utilized
by all types of businesses from nonprofit organizations to traditional retailers.
We searched out many of the new opportunities that have recently evolved. For
example, the rapidly growing use of mobile devices, including smartphones and
tablets, has forever changed the way businesses must operate online.

It’s hard to believe that the first iPhone debuted in 2007, and mobile traffic was
less than 1 percent of all Internet traffic. By contrast, in 2017, mobile traffic
accounts for nearly 75 percent of all traffic! Mobility has affected almost every
area of online businesses, from site design principles and shopping cart features
to downloading mobile applications and making mobile payments. Mobile has
also provided new ways to make money online, including mobile apps, which we
delve into in this edition of the book.

Similarly, another change that continues to gain momentum and provide online
business opportunities is social commerce. Social media networking sites, such as
Twitter, Facebook, LinkedIn, Pinterest, Snapchat, and Instagram, are now staples
for both promoting your business and making money. Industry giants such as
Amazon pioneered the way in which online shoppers can make purchases directly
through Twitter by using special hashtags, and even nonprofit organizations are
realizing significant boosts in fundraising dollars thanks to the power of dona-
tions through social media. Powering all these platforms and online businesses is
the use of content to help drive website traffic (customers). Google continues to
emphasize the importance of quality content and rewards those online businesses
that follow suit and produce with better search engine rankings. Knowing what
type of content visitors want to see and understanding how to deliver it for the
best results are now critical parts of managing and growing an online business. It
may seem like a lot of information, but don’t worry! All these changes (and more!)
are captured in this newest edition of our book.

The book also provides you with details regarding specific online business strate-
gies and moneymaking opportunities but also covers basic offline information.
It’s the stuff that every small-business owner needs to understand, such as how
to apply standard accounting principles and keep up with the legal side of running
a business.

Of course, using this book doesn’t guarantee that you will make a lot of money —
or any money, for that matter. We provide you with just enough knowledge and
inspiration to keep your online business dreams on track. Running a business
is hard work and requires persistence, dedication, and perhaps an equal mix of
patience and luck.

Starting an Online Business All-in-One For Dummies



Foolish Assumptions

While we wrote this book, we assumed a few things about you:

¥ You're a smart, inquisitive person who is seeking information about running a
business on the Internet.

¥ You have an entrepreneurial spirit and are a bit of a risk taker — at least in the
area of starting a business.

3 You may be looking for ways to use the Internet to build an existing bricks-and-
mortar business or to increase online donations for a nonprofit organization.

¥ You're comfortable using computers and browsing the Internet.

¥ You use e-mail regularly.

¥ You're willing to find out about new technologies.

¥ You want to use websites and online technologies to build a brand.

3 You're open to the idea of reaching out to others on the Internet using social
media, such as Facebook, LinkedIn, Twitter, and Snapchat.

3 You want to use the Internet to make money.

3 You've bought items online and maybe even sold a few things.

Icons Used in This Book

Throughout the book, icons call attention to important details.

This friendly reminder serves up important information. Whenever you see this
icon, know that this information is something worthwhile to keep in mind as you
move forward.

REMEMBER
= You can usually understand an idea without having to know its behind-the scenes
\ details. Even when we point them out with this icon, feel free to skip them and
TECHNICAL move on.

STUFF

@ Check out this helpful hint. We picked up this information somewhere along
the way.

TIP
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Pay special attention when this icon appears. It could save you from making a fatal
error — at least in your online business!

Beyond the Book

In addition to what you’re reading now, this book also comes with a free access-
anywhere Cheat Sheet that gives you even more pointers on how to build a loyal
online customer base and promote your business through social media. Also check
out our list of web resources for online businesses as well as our handy checklist
when launching your online business. To get this Cheat Sheet, simply go to www.
dummies.com and search for “Starting an Online Business All-in-One For Dummies
Cheat Sheet” in the Search box.

Where to Go from Here

4

You can start reading any section of the book that most interests you or that you
think is helpful to you and your business. For example, if you’re starting a busi-
ness for the first time, you might want to begin with Book 1. For those needing a
boost in marketing or expanding an existing business, you probably want to go
directly to the books that discuss those specific topics. However, you should at
least browse through every section of this book.

Even if your e-commerce skills are more advanced, it never hurts to have a
refresher course on some business basics. Considering that the Internet touches
many different aspects of people’s lives, you never know what unexpected tidbits
of information you might discover.

If you have questions or comments, you are welcome to share them with us
on Twitter (http://www.twitter.com/ShannonBelew and www.twitter.com/
JoelElad) or connect with us on LinkedIn.

Starting an Online Business All-in-One For Dummies
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IN THIS CHAPTER

» Recognizing when the time is right

» Understanding the different types of
online businesses

» Gathering your thoughts and getting
started

Chapter 1
Starting from Scratch

t’s sometimes difficult to remember a time when we didn’t have instant online

access to almost anything desired, from finding a phone number for a new

business (no phone book necessary!) to buying a hard-to-find bottle of your
favorite wine (even if it’s located in a vineyard across the country!). The Internet
has replaced or supplemented trips to the library, grocery store, travel agency,
utilities company, the video store . . . the list is almost endless. You name it;
there’s little you cannot find or buy online. Behind each of these unique and con-
venient online retailers are entrepreneurs that started out just like you — with a
good idea for an online business and the motivation to turn it into a reality.

Of course, it doesn’t hurt that everyone from consumers to investors now rec-
ognizes the legitimacy of online businesses. It was once considered risky to shop
online. But an Internet-based business model has proven to be a worthwhile
investment time and time again, with the same potential risks and rewards as any
other type of business. Add to the mix that technology has also come a long way,
and shopping online using everything from a desktop computer or laptop, to a
tablet or a web-enabled mobile phone (smartphone) is as easy as ever. And indi-
viduals are not the only ones spending more on online transactions. Increasingly,
businesses of all sizes are also buying products and services online. Those same
companies are also spending money to advertise on the Internet and reach their
customers through traditional websites and social media sites. All these interac-
tions represent a business opportunity by which people earn a living on the Inter-
net. Why shouldn’t one of those people be you?
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Online revenues continue to grow — for all types of products and services in
almost every industry. Even during challenging economic conditions, when tra-
ditional retail stores have struggled with growth, online retail sales continue to
surge. More than 270 million consumers are expected to browse and buy online by
the year 2020, generating $523 billion in online sales, according to the research
and advisory firm, Forrester. U.S. companies selling services online to other busi-
nesses (B2B) are also seeing impressive growth. Companies adopting an online
software as a service (SaaS) business model are experiencing two times the rev-
enue growth and three times the customer growth, according to research from the
management consulting firm, McKinsey and Company. Even social media sites are
providing an avenue for making and increasing online sales, with revenue from
social commerce reaching $14 billion in the United States and $30 billion world-
wide, according to eMarketer, an independent market research company.

Speaking of worldwide sales, consider that North America represents only a small
portion of potential online consumers. The international market is growing, with
Europe accounting for more than 20 percent of Internet users and Asia account-
ing for close to half, according to Internet World Stats. Some European coun-
tries continue to have double-digit growth in online sales, according to Forrester.
These statistics represent a substantial number of potential online shoppers. Isn’t
it time you join this generation of online entrepreneurs and take advantage of
these rapidly growing markets and start an online business? In this chapter, we
describe the kinds of businesses that exist online, and motivate you to get started.

What Are You Waiting For? Start
Your Business Now!

8

You might have dreamed for years about starting an online business. Or perhaps
you woke up just yesterday with a brilliant idea. What are you waiting for? The
truth is that the most difficult part of beginning a new endeavor is making the
decision to do it. You can easily get bogged down with excuses for why your busi-
ness won’t happen. To keep you motivated and on track, here’s a list of the top
reasons to start an online business now:

3 You can gain financial freedom. One major incentive for owning any
business is the potential for a better income. The Internet offers the opportu-
nity to create your own wealth.

3 You have unlimited customer reach. No geographical boundaries exist
when you run a business over the Internet. You can choose to sell your
products or services in your community, in your own country, or to the entire
world.

BOOK 1 Start-Up Essentials



»

»

»

»

»

»

»

»

»

It's affordable. You can now create a website inexpensively and sometimes
for free. The cost to maintain your site, secure products, and cover related
expenses is often relatively low. This low start-up cost is especially evident
when you compare the start-up costs of an online business and a traditional
bricks-and-mortar business (a physical building from which to sell retail
merchandise).

Your schedule is flexible. Part time, full time, year round, or seasonal: Your
schedule is up to you when you operate your virtual business. You can work in
the wee hours of the night or in the middle of the day. An online business
affords you the luxury of creating a schedule that works for you.

Novices are welcome. As the Internet has grown, e-commerce (or electronic
commerce, a type of business activity conducted over the Internet, such as
sales or advertising) applications have become increasingly simple to use.
Although you benefit by having experience with your products or services, the
process of offering those items for sale online is easy to understand. You can
set up shop with little or no experience under your belt!

You can start quickly. From online auction sites such as eBay to storefronts
powered by Amazon.com, the tools that can help get you started are readily
available, essentially overnight. Many of these sites (such as Amazon) handle
all the details for you — they set up the website infrastructure, manage the
payment and shopping cart system, and even provide easy access to
merchandise.

You can expand an existing business. If you already own a business, the
Internet provides you with the most economical and most efficient way to
expose your business to a huge new group of customers and increase sales.

No age barriers exist. You might be retired and itching for extra income, or
perhaps you're a teenager who's only beginning to consider career opportuni-
ties. Online businesses provide economic opportunities for entrepreneurs of
all ages.

A variety of ideas qualify. As proven time and again, the Internet supports a
broad range of business concepts. Although some ideas are better suited to
long-term success, almost all your ideas have potential.

Niche products hold unlimited potential. Thanks to the reach of the
Internet, unique or custom products have a potentially lucrative home in
e-commerce. These products may not generate a large enough demand in a
local market to sustain an offline business, but can find a significant customer
base through the broad reach of an online audience.

Everyone else is doing it. Okay, maybe your parents wouldn't approve of
using this logic. It's certainly true, though: People around the world are finding
success and more financial freedom by starting businesses online. It's one
leap you should be proud to take!

CHAPTER 1 Starting from Scratch
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If you’re still hesitant, consider this bonus reason: The information you need to
take your business online is right at your fingertips — literally. This book gives you
most of what you need to get started. Whatever else you require, such as infor-
mation about conducting business in your specific state or regulations for your
specific industry, is on the Internet (put there by some other enterprising entre-
preneur, no doubt). You have no more excuses!

Choosing Just the Right Business

10
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REMEMBER

After you decide to start your own online business, you should look at the differ-
ent categories of online businesses from which you can choose. In this section, we
conveniently provide those categories.

Not all online businesses will explode like Amazon, eBay, LinkedIn, or Facebook.
But even if your business never grows into a megabrand, you need to plan for
the long haul. You want your business to succeed and survive. Also, selecting the
right type of online business is just as important. Losing interest or lacking an
understanding of your chosen business area can hinder the growth of your new
online business. Putting some thought into the type of online business you want
to pursue pays off.

Creating online businesses for
today and tomorrow

The secret to e-commerce success is to create a business that will stand the test of
time. Sure, some people take advantage of relatively short-lived trends and make a
mint (from Beanie Babies and NeoPets to MySpace and Napster, for example). The
odds that you could create the same magnitude of buying hysteria with a product
or service, however, are small. Instead, hundreds of thousands of entrepreneurs
are quietly and steadily making a respectable living by using the Internet, and
their ideas will find a market for many years. They’re not making millions of dol-
lars a month, but they’re paying their bills and making a profit.

The widely used term online business can be used in different ways. It sometimes
refers to a company that operates only over the Internet and has no other physical
location from which to sell goods or services. It can refer to a traditional bricks-and-
mortar business that also sells over the Internet. And we sometimes use it to refer-
ence a segment of revenues generated from the web for traditional businesses or
organizations. In this book, an online business is any entity (or person) using the
Internet, in whole or part, as a source of income for itself, its business, or its orga-
nization (such as a club or a nonprofit agency).
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Finding a business that's your type

You can pursue a variety of businesses to earn money online. Almost all types of
income-generating opportunities fall into one of two categories:

3 Business to consumer (B2C): Customers are typically the individual consum-
ers who make up the general public. They buy products or services designed
for personal use.

3 Business to business (B2B): Customers are most likely other businesses.
They might buy hospital equipment, steel by the ton, employee uniforms, or
anything that would be used primarily by a company.

Crossover between the two categories can occur. Sometimes, either type of cus-
tomer can use the products or services you offer, as is the case with office supplies.
And with more businesses now shopping online, this crossover occurs frequently.

Knowing whether your primary customers are individuals or businesses helps you
to create more effective marketing campaigns. Typically, these two groups buy
from you for very different reasons. By marketing to each individual group, you
can better target your advertising messages for increased sales. You may find that
your primary customers require (or respond better to) one type of marketing and
that your secondary customers require another type.

Within the two primary categories, you find the different types of businesses you
can operate. Here are a few examples of the ways in which you can generate rev-
enue online:

¥ Online retail: When you have a bricks-and-mortar (or traditional retail) store
and offer your products for sale online as well, you enter the world of online
retailing. You're responsible for hiring the resources and purchasing the tools
needed to sell your wares over the Internet. One example of an online retailer
is the Barnes & Noble bookstore — you can buy your books online or visit the
bricks-and-mortar store. As mentioned, most traditional businesses now have
some component of revenue that comes from online sales.

3 Pure e-commerce: E-commerce is a broad term used to describe the
transaction of business via the Internet. E-commerce can also refer to any
website where you sell merchandise but lack a physical location for customers
to visit in person (bricks-and-mortar store). For years, the term commonly
used for this type of online business has been an e-commerce storefront.
(Offline, the retail industry uses this term to describe the outside of a building,
which includes its signage, front door, and overall image.) As online busi-
nesses, and e-commerce, have matured, the term storefront isn't used as
often. Instead, you may hear someone simply refer to a business as an
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e-commerce site (regardless of how it's structured) or online merchant. In this
book, we continue to use storefront to refer to a one-stop shop for setting up
an online presence to sell products. Etsy.com, Amazon Marketplace, and
CafePress.com are examples of storefronts. These storefront sites provide
you with a custom page that displays all your wares. Etsy.com allows you to
customize the page from which you sell your handcrafted or vintage wares.
Amazon allows you to set up a presence or page to sell your items through its
broader website. Your page on CafePress.com has a structure that matches
the overall CafePress.com site. Think of it as a flea market or one of those
small kiosks you see in the mall — you get your very own little shopping area
that you can customize, and visitors to your page see your merchandise and
can learn a little about you if you choose to include personal information
about yourself or your business.

We discuss e-commerce fundamentals, including simplified solutions for
storefronts, in more detail in Book 8. For now, you need to know that good
storefront providers offer the following:

Templates for your website: You don't need to build a site from scratch.
Many storefront providers offer wizards or HTML files that you can
customize for your storefront.

Hosting options: Many storefront providers have a variety of options for
you, some free and some for a fee. These options might include shopping
cart systems, phone support for your storefront, and discounts on fees if
you pay rent by the year rather than monthly.

A shopping cart solution: When selling items on your website, online
customers need a place to hold items as they shop, and then complete the
purchase process. This virtual shopping cart is actually a back-end solution
that enables customers use to buy products from you.

Payment options (possibly): The capability to accept online payment (credit
card or debit card) is an absolute must. But other options allow payment to
be deferred or even allow financing of purchases.

Products (in some cases): Your preferred storefront solution may offer you
everything but the kitchen sink, as the saying goes. Increasingly, you have
the option to use a provider that also supplies the product. Your contribu-
tion is providing unique artwork or content (as with CafePress), or simply
providing traffic, or customers (as with an Amazon storefront).

An auction (in some cases): The way your customers buy products is
somewhat different when you auction items. Your customers can bid on
the final purchase price, as opposed to buying at a price you set. (eBay, the
daddy of all online auction sites, has become so popular, however, that it
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has blurred the lines among auction, storefront, and online retail. We
discuss eBay in Book 8, Chapter 4.)

3 Service business: You don't have to sell products to have an online business.
From doing taxes to writing brochures, most professional services can be sold
online, just like physical products. Web-based services or applications, also
called software as a service (SaaS), is another type of service business and is
often sold B2B.

¥ Content site: Charging a fee for content and information products has
become an accepted business model, provided the content has sufficient
perceived value, whether informative, educational, or entertaining. And as a
content site becomes more popular with visitors, options such as paid
advertisements on the site can also generate income. The growing use of
electronic readers (such as the Kindle and Nook) as well as Apple’s iPad is
helping create more acceptance and demand for paid content of all types,
from e-books to podcasts. Similarly, the popularity of YouTube and other
social media sites is driving interest in video. When you consider types of
content to offer for sale, include video as an option for your paid content
offerings.

¥ Social commerce: A growing online moneymaking opportunity is found in a
category labeled social commerce. People are discovering ways to earn
revenue from Facebook, Twitter, Pinterest, Instagram, LinkedIn, and other
social sites (online venues that connect and engage consumers). Whether it's
selling games and apps through social media sites, opening an online
boutique on Instagram, or boosting online sales of products and services
through engagement in social networks, one thing is certain: Social commerce
is a real opportunity for a viable online business.

3 E-commerce applications: If anything lends itself for sale over the Internet,
it's technology. E-commerce applications continue to provide lucrative growth
for innovators. Think of e-commerce as any type of technology product that
makes doing business online (and offline) easier. Inventory programs,
shopping cart solutions, and payroll management software are all examples
of innovations that fit nicely in this category.

In Book 4, we explain how to create a revenue model for your business; you can
apply this model to any of the types of businesses in the preceding list.

As you can see, you have no shortage of opportunities to satisfy your urge to start

a business. After you officially decide to take the plunge, you can narrow the field
and get started.
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Getting Started

Even after reading this entire chapter, you might still consider having an online
business to be a dream — a vision for your future. You might want to take small
steps, testing the water to see whether an online business is right for you, just
as you dip your toe into a pool before diving in. At some point, though, you have
to decide to go for it. To that end, this checklist describes what you need to do to
begin wading into your own online business:

3 Make the decision to commit. Although you don't have to quit your day job,
you need to acknowledge that you're ready to pursue your goal. Say aloud,
“l want to start an online business!”

¥ Set clear goals. Write down why you want this business and what you expect
to gain from it. These goals can be related to financial objectives, lifestyle
goals, or both. If you know what you're looking for, you can also more easily
choose the right business to meet your needs.

3 Talk with your family. After you commit to your idea and establish your
goals, share your plan. If you're married or living with a partner, talk about
your vision for the future. After all, your dream for an online business affects
that person’s life too. Discussing your plans with family is also a helpful step in
making your business a reality.

3 Create an action timeline. Unlike the broad goals you set in the first item in
this list, writing down specific action steps can help you realize tangible
results. From researching business ideas to obtaining a business license,
assign a targeted date of completion to further ensure that you make each
step happen. (Figure 1-1 shows an example of an action timeline to use with
your business.)

¥ Identify a business. As we show you in the preceding section, you can
choose from different types of businesses to operate online. Before going any
further, however, you have to decide which business to pursue. Narrow your
choices by thinking about what you enjoy doing or which specific qualifica-
tions you already possess. Consider your professional experience and your
personal desires. You might even have a hobby that can be developed into a
moneymaking business.

3 Develop your business idea. Define your idea and determine how you will
turn it into a profitable online business. (Read Book 1, Chapter 2 when you're
ready to evaluate whether your idea is feasible.)

After you make it through this checklist, you’re ready to go to work and transform
your dream into a legitimate business.
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FIGURE 1-1:

A timeline for
starting your
online business.

(Sample) Start-Up Action Timeline for Your Online Business

Start date: January 15
Estimated start-up date: June 30

Action Completion Date  Status/Comments
Finalize/validate business idea 1/30
Write formal business plan 2/15
Select business name 1/30
Register business name 2/15
Choose domain name 1/30
(if different from corporate name)
Register domain name 1/31
Identify business location 2/01
Check zoning laws (if home-based) 2/05
Set up office (computer, telephone, and so on) 2/15
Decide organization status of company 1/30
(sole proprietor, corporation)
Legalize business structure 2/28
(file incorporation papers)
Obtain business license 2/05
(and other necessary permits)
Set up business bank account 2/05
Meet with accountant to review tax requirements 2/10
Obtain Employer Identification Number (EIN) 2/15
Secure business insurance/health insurance/other 2/28
Secure funding (if using outside sources) 3/31
Apply for sales tax certificate (if applicable) 3/01
Select:
Hosting service 3/02
Web developer 3/02
Distributor or drop shipper (if applicable) 3/30
Create content for website 4/29
Select products, or finalize services, or both 5/20
Develop website 6/10
Add shopping cart or other e-commerce applications 6/15
Obtain merchant account 6/15
File trademarks and/or copyrights 6/16
Submit site to major search engines 6/17
Initiate marketing plan 6/20
Test (and correct) all site functions 6/28
Launch site to public! 6/30
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IN THIS CHAPTER

» Training yourself to think like an
online entrepreneur

» Evaluating your business idea’s
chances for success

» Scrutinizing your future customers

» Picking apart your competitors

Chapter 2

Turning Ideas into a
Viable Internet Business

ongratulations! After you make the emotional commitment to get started,
you have to shift gears and concentrate on the next set of actions that will
make your Internet business a reality. From evaluating the potential success
of your idea to identifying who will buy your products, in this chapter you gain the
tools to help get your idea off the ground. In the process, you begin thinking like
an online entrepreneur and find out how to start your business on the right track.

Thinking Like an Online Entrepreneur

Using the Internet to conduct business is similar in many ways to operating a tra-
ditional company. In fact, many traditional offline businesses now conduct part
of their business online. Today, consumers research products and services online
and expect to be able to buy products or services online, even from bricks-and-
mortar stores. For those reasons, the lines between online and offline businesses
are increasingly blurred.

Profitability (or how much money you make after subtracting your expenses), taxes,
marketing, advertising, and customer feedback are other examples of factors that
affect your business whether it’s online or offline. However, some exceptions set apart
an online business, particularly in regard to how you deliver products and service
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your customers. Even the most experienced entrepreneur can get caught in the trap
of forgetting those differences. Your attitude and how you approach the business as
an online entrepreneur can make a huge difference in how successful you are online.

Adjusting your attitude slightly and viewing business from behind the lens of an
online entrepreneur isn’t difficult. Doing so is simply a matter of recognizing that
the Internet changes the way you can and should operate your online business.

When you think like an online entrepreneur, you

3 See the invisible storefront. Although the doors, walls, and even the salesclerk
for your online business might be invisible, they definitely exist. In fact, every
part of your web business leaves a distinct impression. Yet rarely do you hear or
see the response to your storefront directly from customers. Consequently, and
contraryto popular belief, awebsite demands your continual care and attention —
adding products, fixing bugs, replying to e-mail, and more.

3 Understand who your customers are. Even if you don't personally greet your
online visitors, don't be fooled: The Internet offers the unique opportunity to
learn and understand almost everything about your customers. You can learn
where else they shop, how much time they spend on your site, what products
they're interested in, how they prefer to shop (on a desktop computer or on a
mobile device, for example), what triggers or offers they respond to best, where
they live and work, how much they earn annually, and on what other websites and
social media networks they spend their time. Online entrepreneurs collect and use
this information regularly in an effort to increase sales and better serve their
customers. (When you're ready to meet your customer, turn to Book 6, where we
explain the basics on how to get and use this wealth of customer information. We go
into even more detail on understanding the online buyer’s journey in Book 11.)

3 Respond to fast and furious changes. The way people use the Internet to buy,
sell, or search for products and services changes rapidly. Also, the rules for operat-
ing an online business as imposed by both the government and the business world
in general are modified almost daily. Sustaining success online means that you
must take the initiative to keep up with new trends, laws and regulations, safety
and security concerns, technology, and even marketing and social media tools.

3 Speak the language. Communicating to your customers through a website
can be challenging. Your buyers want and expect quick and easy access to
information. Because attention spans are limited, content should always be
relevant, easy to find, and to the point.

3 Communicate visually. Equally important to the words you choose are the
images you incorporate into your site. Whether you use purchased stock
photos or pictures that you take yourself, you want images to be crisp, clear,
and relevant to the message you are communicating. In addition, product
images should be the best quality possible.
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As an entrepreneur, you must choose your words, images — and even
music — carefully. Your site’s content, including the words and pictures you
REMEMBER use on your web, will

Help sell your products or services to visitors.

Serve as interesting and useful content to share on social media, which is
an important method of marketing your online business.

Play a big role in search engine optimization (SEQ), or the way you can
increase visits to your site by placing higher on the list of rankings by
Internet search engines. (Yes, images, like words, are searchable and can
help increase your rankings in search engines!)

3 Know when (or whether) to innovate. You might be able to develop a new
or different method for doing business online, although it's probably not
necessary. Innovative tools already exist, and you can often find them on the
Internet quickly and cheaply. You don't need to reinvent the wheel — you just
have to know how to find and apply the tools that are already out there.

3 Reap repeated rewards. Establishing multiple streams of revenue or maximiz-
ing a single source of revenue is a common practice online. For instance, you
might have an outstanding information product for sale on your site. The same
product can just as easily be sold on other websites in exchange for a small
percentage of earnings. Or you can choose to add a product from another
website to your site and pay that site a percentage of earnings. (To begin
increasing your earnings, read about affiliate programs in Book 4.) Similarly,
you may decide to sell cloud-based or web-based services to other businesses
on a monthly basis. This software as a service (SaaS) online business model
provides recurring revenue for your online business. (If this is your preferred
route, we delve further into running a Saa$S business in Book 10.)

Putting Your Business Idea
Under the Microscope

Every successful business begins with that first idea. From fast-food restaurants to
selling cosmetics from home, Ray Kroc first dreamed of hamburgers at McDonald’s
and Mary Kay visualized selling makeup door to door. When the Internet first
provided similar opportunities, Jeff Bezos visualized a way for consumers to buy
everything from books to clothing and have it delivered straight to their doorsteps
through Amazon. Your dream for an innovative new business is no exception —
and the Internet has continued to make it easier than ever to launch a successful
business. Maybe you have several unique concepts to choose from or are firmly
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set on a single one. Either way, how do you decide whether you should quit your
day job and focus on your brilliant idea? You have to pick apart the idea, observe
closely, and determine whether it merits a full-time (or part-time) business.

One question often asked is whether or not the idea has to be original. Innovative,
never-before-broached ideas for an online business certainly exist. But being the
first to have and implement an original idea is not a guarantee for success. Like-
wise, there may be exceptional opportunities for updating or modifying an existing
business to an online format. Consider that Netflix became an online streaming
version of bricks-and-mortar video rental stores. The video rental concept was not
new, but Netflix took video rental online and eventually became part of the reason
for the demise of the leading offline video rental giant, Blockbuster. Ultimately,
your concept for the business, whether it’s a new idea or a twist on an existing
idea, must be well thought out to increase your probability for success. This section
describes the three methods you can use to decide whether your idea has potential.

Using informal research to verify your idea

The best place to begin gathering information is from sources closest to you. Be
prepared to receive varying opinions — both positive and negative. Use this input
as a general gauge of whether to continue reaching out to the next source of infor-
mation. You and your idea are in the center, surrounded by three rings from which
to collect input, as shown in Figure 2-1. If the ring closest to you provides mostly
positive input, proceed to the next ring.

Three Rings of Decision

Customers

Experts

Friends

FIGURE 2-1:
Using your close
contacts and
moving outward
is a good method
for gathering
information.
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Ring 1 consists of your friends, family, and coworkers. Ask them these questions:

»
»
»
»
»
»

Have you ever heard of this type of product or service?
Would you buy this product or service?

Do you think it's a good idea?

What challenges do you think | will encounter?

What are the benefits?

Can you envision me selling this product or service? Why or why not?

In Ring 2, seek input from industry professionals, investors, other entrepreneurs,
and organizations that offer support to small businesses. Ask questions similar
to those listed for Ring 1. Because of the experience of the people in Ring 2, you
should give more weight to their responses. Small-business support resources
include the following:

»

»

»

»

Small Business Administration (SBA) (www . sba . gov): The SBA, a government-
sponsored organization, helps small-business owners with loans, paperwork
navigation, free seminars, and other services.

Small Business Development Center (SBDC) (www . sba.gov/sbdc): The SBDC
is a partnership between the SBA and universities. Together, they provide
support, mentoring, training, and educational services to both new and
established small businesses. SBDCs are available through local branches,
often located in a partnering university or Chamber of Commerce.

Chamber of Commerce (www . uschamber . com): From small towns to large
cities, all local chambers help owners develop their small businesses.

SCORE (www . score.org): This network of retired executives matches
small-business owners with business-exec retirees who volunteer their time
to help small businesses develop and prosper.

In Ring 3 are your potential customers. Ask them these questions:

»
»
»
»
»
»

Would you use this product or service?

Have you used something similar?

How much would you be willing to pay?

How often would you use it?

Where would you normally go to buy this product or service?

Would you order it over the Internet?
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FIGURE 2-2:
Start your SWOT
chart to help
investigate your
business idea.

If you find that you’re receiving a majority of positive feedback from sources in all
three rings, you can consider your idea worthwhile. Or at least you have enough vali-
dation to continue to the next phase of your evaluation process. Later, you may want
to return to this list of friends and customers and ask them to “beta” test, or try out an
early version of your product or service before it is fully available to the general public.

Applying a SWOT analysis to your idea

Another popular method for determining the pros and cons of an idea is referred
to as SWOT analysis. (SWOT is short for strengths, weaknesses, opportunities, and
threats.) Companies use it for several reasons, including as a decision-making
tool for product development. The simple process also lends itself to a more thor-
ough investigation of your business idea. This section covers how you can put your
idea to the SWOT test!

Create your own SWOT chart by following these steps:

1. on paper, draw a cross (or a box divided in half both horizontally and
vertically) to create four quadrants, and label them as shown in Figure 2-2.

After you draw and label the chart, you can begin to fill in the details.

SWOT Chart
Strengths Weaknesses
Opportunities Threats

2. Ineach quadrant, write down the factors that influence or contribute to
each of your four SWOT categories.
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Strengths and weaknesses are considered internal factors that control or
specifically contribute (good or bad) to the business concept. Opportunities
and threats are external factors that are influenced to some extent by the
environment or are otherwise outside of your control.

Analyze the information you filled in. Ask yourself the following ques-
tions to start developing your SWOT analysis:

Strengths

What advantages does the product or service offer?
Do | have expertise in this business or industry?

Can | get a patent to protect the idea?

Weaknesses

How much does developing the product cost?
Is getting suppliers difficult?

Am | learning a new industry from the ground up?

Opportunities

Does my idea take advantage of a new technology?
Is my product or service in demand?

Have changes in policies or regulations made my idea necessary?

Threats

Does my product or service have established competitors?
Do my competitors sell the product or service for less than | can?

Will changes in technology make my product obsolete?

Use the feedback you receive from your informal research (during the Three Rings
exercise) as factors in your SWOT quadrants. Combining other people's opinions
with your own provides a more comprehensive — and useful — SWOT analysis.

After you fill in the categories of your first SWOT analysis, take a look at
which quadrants contain the most factors or the most significant factors.

The listed strengths and opportunities indicate the advantage you might have
in the marketplace. If you're lucky, they outweigh your weaknesses and
challenges. Perhaps you can now see what you must do to offset those
disadvantages if you really want your idea to work.

Whatever the outcome of your analysis, you should have a better feel for the value

of your business idea after viewing the completed SWOT analysis.
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Creating a feasibility study
to validate an idea

After your idea gains a nod of approval from friends and family and the SWOT
analysis indicates that your product has merit, your idea must jump through one
more hoop for complete validation. A feasibility study is a somewhat formal, writ-
ten process that helps you determine whether your idea is realistic. The goal of
the study is to provide you with final proof that your business concept is viable.

A feasibility study answers these basic questions:

¥ Will the product or service work?
¥ How much will it cost to start?
¥ Can your idea make you money?

¥ s the business concept really worth your time and energy?

CHOOSING THE BEST IDEA FOR YOU

Perhaps you have no trouble dreaming up new ideas for a business. Instead, your chal-
lenge is deciding which one to pursue. Unlike the SWOT analysis or feasibility study, no
established test determines which of your many pursuits is best suited for you. This
decision is much more subjective and personal. When deciding which idea is best for
you, consider the following questions. Use your answers to help gauge such things as
how passionate you are about a particular idea or which ideas may be better suited for
your current skills or lifestyle.

® Does this idea interest you?

® Does this product or service excite you?

® Do you have experience with this product or service?

® Does it require a large investment?

® Do you have money readily available to fund the concept?

® Will starting this business require you to alter your lifestyle?

® Are you willing to change your lifestyle for this idea?

® Does this business reflect your personal goals?

® Does this idea reflect your professional goals?

® Can you imagine owning this same business in 10 years?
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A feasibility study kicks your analysis up a notch. It relies on in-depth research
to provide more detailed answers to questions in five primary areas, as shown in
Figure 2-3.

* Your product and service
* What is the product or service?
* How will my customers use it?
* Where or how will my customers buy it?
* How is it designed, and how is it delivered to my customers?

* Am | testing to ensure that my product works correctly? (Describe these tests
in detail.)

* Your experience (including your management team’s experience)
* Who is my management team?
* What experience do | (and my employees) have?
* What are my specific skills and credentials?
* Which skills am | missing, or in which areas am | weak?
* How much time can | devote to my business?
* The market in which you're competing
* What is the demand for my product?
* Who are my customers? (What is the target market?)
* How big is the market I'm selling to?
* What is the status of the market? Is it growing or stagnant?
* Where and how can | reach those customers?
* Your competition

* Who are my primary and secondary competitors? (Describe each of your
competitors in detail.)

* How do my competitors market their products or services?
* What makes me different or better than my competitors?
* Is my product easy to copy? How can | prevent copycats?
* Your costs
* How much does it cost to make my product or produce my service?

* What other business costs do | have?

FIGURE 2-3: * What amount of money do | need to start?
Answer these N -
questions Do | have access to funding?
for your * When will | make a profit?

feasibility study.
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Now you know how much information you have to gather in your feasibility study.
As you answer all these questions, make sure that you back up those answers with
detailed research. Then write your results in a one-page summary that discusses
what you discovered. Your summary should answer all of the questions in each
category and provide proof of whether you have a viable idea. After the validation
process is complete, you can turn your attention to the next piece of the business
success puzzle: potential customers.

Identifying Your Market
and Target Customer

26

The terms target market and target customer are defined as the entities that buy
your product or service. Although these phrases are sometimes used interchange-
ably, market is often used to describe a collection of individual target customers.
The term buyer persona is also used as a way of providing a detailed description
(or persona) of your typical customers. You most likely have several types of cus-
tomers, each with a unique persona — and you mostly likely have several buyer
personas that make up your target customers.

Classifying your customer

Knowing your target customer is an important advantage when you begin mar-
keting. As we explain in earlier sections in this chapter, recognizing your primary
customers lends credibility to your business concept. The more you know about
your target customers, the more easily and cost-efficiently you can build your
business and market to these folks.

How do you decide who this person is or who the groups of people are? You can
create buyer personas by describing or segmenting your customers based on dif-
ferent traits or classifications. The two most common classifications are

3 Demographics: Age, income, gender, and occupation are examples of
common factors used to describe your customers.

¥ Psychographics: Music choices, hobbies, and other preferences make up this
category. Usually, psychographics reflect lifestyle choices.

You can describe your customers in other terms as well, such as these categories:

¥ Benefits: Describe why customers use your product or service. For example,
customers might need it for medical purposes. Or they might receive a luxury
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benefit, where they don't need the product or service but choose to invest in it
for perceived benefits.

¥ Geographic preferences: Point out where people live. The location can
include a specific neighborhood, city, state, region, or even country.
Customers can also be segmented according to home (or residential)
locations versus business locations.

Technology has made it easy to target your customers by location. Knowing
where your customers are in terms of geography can be a critical competitive
advantage.

¥ Use-based preferences: Specify how frequently customers want or need
your product.

Typically, your target market includes customers described by a mixture of the
terms and categories in this list, which you use to develop your buyer persona. For
instance, if you sell trendy men’s clothing at discounted prices, one buyer persona
for your target market might be described this way:

Male

Age 2510 30

Professional

Owns home or rents high-end apartment, with a total annual household income of
$50,000 or more

Lives in urban area or major metropolitan city

Buys clothing at least monthly and updates style seasonally to enhance
appearance

Depending on what type of product you sell, your target market most likely
includes a wider mix of customer types — not just one.

Going to the source

In the preceding section, we talk about the components of a market descrip-
tion. Where do you get the information to build this type of description, though?
You can use any or all of the following methods to gather information for your
customer profile:

3 Survey potential (or existing) customers. Conduct a focus group in which
you interview a small group of likely customers. Or distribute a survey or
registration form online to gather the data.
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3 Observe competitors’ customers. Stake out your competitors by visiting
them online. You can often discover exactly what competitors think about
their own customers by reading through their sites. (This information is often
readily available on competitors’ websites in sections labeled About Us or
Company Information.) For competitors with retail locations, visit their stores
and observe the customers and their habits in person.

3 Use published market research. To identify the types of customers most
likely to buy your products, read about trends in reputable market reports.
You can find much of the research for free online. Larger research firms
charge a fee (which can range from several hundred dollars to several
thousand dollars per report) for detailed reports. If this type of research
interests you, start with companies such as Gartner (www. gartner . com),
Forrester (https://go. forrester.com), or IDC (www. idc.com).

Use this information to pinpoint who your customer is.

Competing to Win: Analyzing
Your Competition

If you’re serious about developing a successful online business, you need every
advantage possible. That means getting to know not only who your customers are
but also who else is after their business. Start by writing down a list of your top
three to five competitors.

Keep this list on hand, and document basic information, such as

¥ Website address

¥ Physical address (if they have one) and number of locations
3 Annual sales (if publicly available)

3 Number of employees

¥ Types of products or services offered (with full description)
¥ Strengths and weaknesses

¥ Copies of ads, flyers, and brochures

¥ Special promotions (especially online offers)

¥ Pricing information for products or services similar to yours
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As a quick and easy way to keep up with your competition, visit their websites and
sign up for their newsletters and other promotional offers by e-mail. You can also
follow them on social media sites such as Facebook and Twitter.

Be sure to maintain a list of your secondary competitors, too. These companies
don’t sell your exact products or services but come close enough to compete for
your customers’ dollars.

Hooray! You completed your due diligence and have a fat file of information about
your stiffest competition. What now? This kind of data does you no good when it
just takes up space in a filing cabinet. Use it to your advantage.

Sift through your collected information again to refresh your memory (because
you probably have lots of information), and then follow these steps:

3 Compare apples to oranges. Using the information you collect, compare
both your strengths and weaknesses to that of the competition. (You can even
do a complete SWOT analysis on each of your competitors!) This comparison
identifies where you fit in the marketplace relative to other players in your
area of interest.

3 Plan your marketing strategy. You have access to your competitors'
marketing material, so use it to define your own marketing strategy. Play up
your company’s strengths in ads; advertise in markets that your competitors
missed; and plan to educate your customers on the benefits that separate
you from your competition.

3 Create a competitive pricing model. Maybe you discovered that you could
beat a competitor's price. Or perhaps your research shows that you must price
lower to survive. Use a competitor's pricing data to map out the best pricing
model for your product or service.

3 Determine growth models and financial requirements. Suppose that a
major competitor is ready to partner with a big distributor. Although you
might not be able to compete immediately, this information helps you plan
for growth. Use this knowledge to better understand your competitor's
growth and financial strategies, and then adjust yours accordingly.

The old cliché is still accurate: Knowledge is power. Don’t let good information
go to waste. Use what you learn to differentiate yourself and win points with your
customers.
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IN THIS CHAPTER

» Understanding the purpose of a
business plan

» Organizing the pieces of your dreams
into tangible goals

» Determining when you need help and
what to expect

» Getting long-term value from the
plan you make today

Chapter 3

Getting Real: Creating a
Usable Business Plan

ne big complaint from entrepreneurs, especially those running small

companies, is “Why do I have to write a business plan?” Quite honestly,

you don’t. Some entrepreneurs who choose to forgo a business plan do
just fine, but others struggle.

In this chapter, we tell you why having a business plan is a good idea and show
you the benefits you can reap from not only having one but also reviewing and
updating it regularly.

Understanding the Value of a Plan

Starting and managing a business without a business plan is, like it or not, the
same as searching for a buried treasure without a map: Although you know that
the gold is in the ground somewhere, you’re wasting an awful lot of time by ran-
domly digging holes in the hope of eventually hitting the jackpot. Without a plan,
the odds of success aren’t in your favor.
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Why, then, do people resist using this tool? They resist it for two reasons:

3 Having a plan involves a great deal of work. Don't despair: You can
minimize the amount of work involved, which we get to momentarily.

3 They don't understand the importance of having a plan.

To help you overcome your business plan angst, we provide these reasons for hav-
ing a plan — you can decide whether to take another step without one:

3 You can more easily secure money. This goal is probably the most common
reason for the creation of a business plan. If you decide to ask strangers to
lend you money, whether those strangers are bankers or private investors,
they want to see a plan. Lenders have a better chance of protecting (and
recouping) their investments when a formal strategy documents your
projected income and profits. Even if you're counting on family members for a
loan or are using your own funds, having a business plan confirms that you
have thought about how to use the money wisely.

3 Aplan creates a vision that gives you a well-defined goal. Coming up with
a great idea and transitioning it into a viable business opportunity can be
challenging. Having a written plan forces you to fully develop the long-term
vision for your product or service. With those clearly defined goals in place,
you stand a much better chance of accomplishing your vision.

3 Aplan can provide timeless guidance. Done correctly, this document
provides a concrete plan of operation for your business — not only during
your start-up phase but also for three to five years down the road. Keep in
mind that the plan might need occasional tweaking (as discussed at the end of
this chapter). However, investing the time now to create a strong foundation
ensures that you have a barometer to help you make decisions for managing
your company.

Chances are that at least two of the three reasons on this list are valuable to you.
Even if you don’t plan to attract investors, you’re already forming a picture about
what your company looks like, and you’re setting goals to make sure that you get
there. The only remaining step is to make your thoughts more permanent by writ-
ing them down in a business plan.
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TIP

A traditional business plan is sectioned into seven or eight major parts. At first,
that number of parts might seem a bit overwhelming. Consider, however, that
most experts recommend keeping a finished business plan to fewer than 20 pages.
(You can usually get by with many fewer pages.) When you break down that rec-
ommendation, each section becomes only 2 or 3 pages long, which translates to
5 or 6 paragraphs per page. It’s not so much after all.

Each part plays a critical role in your overall plan. Although each section can
almost stand alone, the sections work together to present a complete picture, or
vision, of your business. Don’t even think about omitting one of them.

Depending on your main purpose for having a business plan, you can develop sec-
tions with more diligence. For example, if you're seeking outside funding, make
sure that the financials section is as thorough and accurate as possible.

Before you start writing, get a sense of the scope of your plan by reading these
brief descriptions of the basic parts you need to cover:

3 Executive summary: Although this part comes first in your plan, you typically
write it last. This brief page does just what it says: It highlights the major
points from each of the other parts of the plan. This page is usually the first
one that investors and other advisors read, and how well it's written can
determine whether they turn the page or show you the door.

3 Business or product description: This section provides a detailed descrip-
tion of your overall business and your product or service. You should include
a vision statement (or mission statement), which summarizes your goals for the
business. When you describe your product or service, don't forget to pinpoint
what makes it a unique and viable contender in the marketplace.

3 Market analysis: Provide a thorough description of your target market. In
this case, discuss both the overall industry in which you're competing and the
specific customers to whom you're marketing. Don't forget to include a
description of any market research you conducted.

3 Competitive analysis: In much the same way as you describe your target
market in the market analysis, in this section you provide an in-depth view of
your competitors in that market. The more detail you can provide, the better,
to show exactly how well you understand (and are prepared for dealing with)
your competition. Address your competitors’ weaknesses and also state how
you can counter their strengths.
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Don't double up on your work. Use information you gather during your SWOT

@ analysis and feasibility study (see Chapter 2 of this minibook). Adapt the
research and results of both to include in the market analysis and competitive
TIP analysis sections of your business plan.

¥ Management team: Whether you're flying solo on this operation or working
with a team, highlight the expertise that you and your executives bring to the
table. Include summaries of your key professional experience, educational
and military background, additional certifications and completed training
programs, and all other relevant accomplishments. Remember to include a
copy of your full résumé.

3 Operations: Here's where the “rubber meets the road.” Use this section to
describe your marketing and operations strategies. Then detail how you plan
to implement these strategies in your business. Think of the operations
section as your chance to prove that you know how to convert innovative
ideas into a successful business.

¥ Financials: Start talking money. In this section, you include projections (or
estimates) of how much money the business will earn and your expenses, or
costs of doing business. This combination is typically referred to as a profit-and-
loss (P&L) statement. For the first year, break down this information for each
month. (This listing demonstrates how far you must proceed into your first
year before you start making money and indicates where seasonal slow
points might occur, with smaller amounts of income coming in.) After the first
year, show your projections annually. (See Book 2 for complete descriptions of
legal and accounting requirements.)

When you're pursuing outside funding, try to be optimistic about your

@ financial projections. Don't be unrealistic, but don't be too conservative, either.
If you're using the plan only internally, you can play it safe and estimate your
TP future profits toward the lower end.

¥ Appendix: Consider this area a catchall for important documents that
support portions of your business plan. Place copies of your loan terms,
patent or copyright documentation, employee agreements, and any other
contracts or legal documents pertaining to your business.

You might wonder whether you can use an easier, or shorter, business plan format
with an online business instead of the traditional format. No, not really. As you
can see from the descriptions in the preceding list, each part or section of the plan
is generic. You can use almost any business plan template, tailor it slightly to your
specific type of business, and achieve the same results.
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FIGURE 3-1:
Find sample
business plans
for e-commerce
sites by visiting
Bplans.com.

Having a sample plan written for an organization similar to your online business
is helpful. Check out one of the business-planning resource centers on the web,
such as Bplans (www.bplans.com), to locate a sample plan specifically for online
businesses to use as a guide. (See Figure 3-1.) Free resources and tips are available
to help create your plan, or you can pay for additional tools and software.

il Clothing E-commerce Sit. -

& > C [ wwwhplanscomyc

rce_site_business_plan/executive_summary_fcphp x| =

Executive Summary

The Year 1 season vill be a great one for women looking for distinctive outdoor clothing
online. Liquid Culture will liminate the middle man and offer creative outdoor clothing
that is both functional and beautiul. The savings are passed on to our customers who
will be paying a fraction of what they normally do for current retreated fashion in stores

Liquid Cuhure’s Year 1 line consists of the best fabric. designs and styling on the
market. Larry Wilson and Maggie Granger, co-owners of Liquid Culture, have fiteen
years of experience between them in the outdoor garment industry. Maggie has been a
senior clothing designer for Manic Woman Clothing for the past seven years. Larry has
been the website administrator for South Face the past eight years

Another strength of Liquid Cuture is that it will not maintain any clothing inventory.
Liquid Cuture has contracted with Magic Clathing Company, located in Los Angeles.
Califoria, to produce and ship all Liquid Culture clothing. Our design team will work
closely vith the Magic's Indonesian-based manufacturing facilties. The Magic Clothing
Company will maintain the inventory and will produce sufficient product to meet the
planned demand

Create your own business plan

Business planning has never been easier
With 500 complete sample plans, easy

financials, and access anywhere, LivePlan Highights ENERSES
tums your great idea into a great plan for
success 34000000
~ 53500000
Learn more about LivePlan o000
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Getting Help to Write the Plan

TIP

Even though you will probably feel better about writing a business plan after you
read the rest of this chapter, more options can help make writing one easier. When
creating a plan feels like more than you can handle alone, the solution is to hire a
professional to write it for you or purchase business plan software that walks you
through the process.

Don’t think that a business plan template or other software package is cheating.
Your goal is to get your business off the ground — don’t close any doors or turn
away any help. The money you spend on your business plan is an investment that
has the potential to pay back many times. The time you spend on your business
plan can likewise shorten the time you must spend later in preparing your busi-
ness for success.

Several good options for business plan software exist, including buying an off-the-
shelf version, such as Business PlanMaker Professional or BusinessPlan Pro from
Palo Alto Software. You can also use LivePlan (www. 1iveplan.com), an online ver-
sion of Palo Alto Software’s business plan software. If you need limited guidance
on developing a plan, check out the free business plan builder from LawDepot
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(www . lawdepot .com/contracts/business—plan) and from the U.S. Small Busi-
ness Administration (SBA) (www.sba.gov/tools/business-plan).

Determining when to hire a professional

Not everyone needs outside help to construct a solid business plan. If you’re start-
ing the business part-time or you plan to be a one-person company for a while,
the plan doesn’t necessarily have to be lengthy and complicated.

As a sole proprietor (one-person company), part-time operator, or home-based
business owner, you might write a condensed version of the business plan, with
the same sections but less detail. Rather than use a 20-page document, you might
be able to achieve the same objective in only 8 pages.

Alternatively, if you need to secure a large amount of money for your online busi-
ness start-up, it just might pay (literally) to get help — especially if you plan
to pitch (sell) your business idea to savvy investors, such as venture capitalists.
Bringing in a seasoned business plan writer helps you

3 Add polish to your plan
3 Remember to include pertinent information

¥ Phrase the wording of your business plan in the best possible way so that you
speak the language of investors

If you’re pressed for time, getting assistance might also speed the process for you.
Additionally, if you commit to using the business plan to its full potential (as a
long-term operational guide), hiring an experienced consultant almost guaran-
tees that your plan is a top-notch piece of work.

Knowing what to expect from a business
plan consultant

After you decide to seek assistance with your plan, you might be surprised to
find that you’re still expected to contribute information. Business plan writers are
often referred to as consultants, and for good reason: You consult these folks to
get advice and guidance on how to make the most of your plan.

A consultant translates your thoughts into the final written document. Consul-
tants aren’t mind readers, though: You’re still responsible for providing all the
initial information, often in written form.
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You might be wondering how much this service costs. After you realize that
you’re still doing a good bit of the work, your expectations on price might change.
Regardless of the amount of work you must contribute, however, writing the plan
still takes a great deal of time, and you’re paying for the consultant’s expertise.
Expect to pay the minimum national average of $1,500 to $5,000 for a business
plan written by a professional, with consultants’ fees ranging from $50 to $150
per hour, on average.

Keep in mind that wide variations might still exist, on both ends of the price scale,
for this service. Much of the final price depends on

¥ Your requirements for the plan

¥ What you can contribute (to save the consultant time)
3 The consultant's experience level

3 The complexity of the business concept

3 The amount of research required to substantiate the plan

Although more knowledgeable consultants might charge a higher hourly fee, they
could complete the project much sooner because of their experience. A consultant
who lowballs the price of the project might not fully understand the amount of
time involved and might try to increase the quoted price later.

When you’re working with a professional, the length of time to complete your
plan depends on several factors. Here are some examples:

3 How much information you can provide
¥ How quickly you can provide the information
¥ How extensive a plan you need

¥ The availability and accessibility of the facts about your business

If you decide to hire a professional, check first with experienced advisors who offer
free assistance. Your local Chamber of Commerce or SCORE, an organization that
offers guidance to new and established businesses, might provide enough to sup-
port writing the plan yourself. In addition, the SBA offers an online video tutorial
for writing a business plan called “How To Write a Business Plan.” You access it at
www . sba.gov/tools/sba-learning-center/training/how-to-write-business-
plan, as shown in Figure 3-2.
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Hov to Calculate the Cost of

@ When you’re ready to hire a professional, keep these points in mind:

TP ¥ Look for someone with experience in your product or service industry.

¥ Find a consultant who's comfortable with, and knowledgeable of, online
businesses.

¥ Review samples of other business plans the consultant has written.
¥ Ask for written testimonials and references you can contact.

¥ Geta firm price quote.

¥ Agree on a reasonable timeline for completing the plan.

¥ Putyour final terms into a written contract, including specifics of what you're
responsible for providing.

Using a Business Plan Today,
Tomorrow, and Always

Ignoring your business plan or forgetting to maintain it is the same as failing to
plan. To ensure that your business plan passes the test of time, consider these
suggestions for ways to use it:

¥ As reference material: Refer to your plan often. Rereading your original plan
is a good way to make sure that you're staying on track.
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As a decision-making tool: When major operational issues occur or expan-
sion opportunities arise, turn to your business plan. Decide whether the issue
at hand fits your original goals and timeline before taking action.

As a troubleshooter: When problems surface, minimize your frustrations.
Use your own words of wisdom to resolve your problems. Take a look at your
plan to see where the hiccup is. More than likely, you addressed potential
problems in the operations section of your business plan.

As a hiring tool: When you're ready to expand your executive team, or add
any other key staff positions, a business plan can show prospective employ-
ees that the company’s course has been carefully charted. Having proof of a
game plan for growth and showing you have been sticking to it is particularly
important when trying to hire executives or recruit advisors and a board of
directors.

As a vision guide: After your business is running, you can easily lose sight of
the big picture. Concentrating on daily tasks and problems can derail your
overall progress. Check your plan frequently and refocus your vision.

Every January, schedule at least two business plan preview sessions for the com-
ing year. If necessary, pencil in a date and time on your calendar. (Block out 3 or 4
hours.) Do this task semiannually or quarterly, depending on whether you made,
or will make, significant changes to your business.

CHAPTER 3 Getting Real: Creating a Usable Business Plan 39

Getting Real: Creating a
Usable Business Plan






IN THIS CHAPTER

» Getting started with little or no
money

» Selling others on your idea

» Searching for alternative money
sources

» Avoiding start-up costs with an
upfront investment in an existing
business

Chapter 4

Funding Your Online
Business

ne of the most important choices you make when you’re creating a

company is how to fund your brave new endeavor. The amount of money

you have available and where it comes from truly helps you begin defining
the rules by which you must operate the business.

If you borrow $25,000 from a bank, for example, right away you know what’s at
stake. Each month you have to come up with at least enough money to cover that
loan payment or else you risk jeopardizing your personal credit record (if you’re
a sole proprietorship and aren’t incorporated). On the other hand, if you borrow
$5,000 from your in-laws, you’re potentially inviting additional decision-makers
into your business because there’s no such thing as “silent” in-laws.

Whether you need $500 or $500,000 to get your business going, this chapter

shows you various financing options and describes what each one means to the
future of your business.
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We won'’t lie to you: Just like starting a political campaign, starting a business is
easier if plenty of money is available. Fortunately, having a lot of money isn’t a
requirement to start an Internet business. If you don’t have access to megabucks,
you can always bootstrap your new business. (The term comes from the idea of
pulling yourself up by your own bootstraps, or making your own way.) In the case
of financing your entrepreneurial dream, bootstrapping is a matter of making a
little money go a long way.

Making the leap to the bootstrapping
lifestyle

One of the first rules of bootstrapping is to hang on to other sources of income for
as long as possible. In other words, keep your day job! You might have to design
your website during lunch breaks or work past midnight to prepare customer
orders for shipping. Although keeping a regular job while starting a business can
mean a grueling schedule, it provides you with much-needed financial security in
the early stages of building your company.

Try something between maintaining a full-time job and starting a business. Many
entrepreneurs worked part-time jobs at night so that they could dedicate them-
selves to their new businesses during the day.

If you’re the all-or-nothing type, perhaps you want to throw yourself completely
into the business. Or maybe you’re confident enough in your idea that you just
know success (cash!) will materialize. However, you should still plan for alterna-
tive sources of income. Look for freelance work, short-term consulting jobs, or
whatever else it takes to keep money coming in while building your business.

Saving money to make money

Making sure that cash is coming into your business is only your first step. Learn-
ing to conserve your cash is the second rule of bootstrapping. Controlling the
outflow of money, or how that money is used, is quite important.

Here are some ways that any good bootstrapper can conserve cash:

3 Become frugal. Spend only when absolutely necessary, and then buy on the
cheap. Rather than buy brand-new office furniture, for example, find what
you need by shopping garage sales, thrift stores, and eBay.
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and projected sales. By monitoring the money you have coming in and going
out every day, you're less likely to get into trouble. Book 2 shows you how to
establish this type of budget and set up your accounting procedures.

Use other people’s money. Rather than borrow money from banks or
investors, “borrow” money from your suppliers and customers. You can
negotiate terms with vendors that allow you to pay for supplies 30, 60, or 90
days out (in other words, after you receive them). Then ask customers to pay
for your product or services up front or in net 15 days. This strategy lets you
use your customer’s money, rather than cash out of your pocket, to pay your
expenses.

Sacrifice for the business. The cash coming into your business should be
just that — money for your business. If you're using revenues to support your
personal lifestyle, the business doesn’t stand a chance. Bootstrappers
commonly forfeit luxuries and even downgrade their living circumstances
while growing a company. Could you live in a smaller house for a while or
drive a less expensive car?

Inspire, don't hire. The early stages of building your company can be
overwhelming, with lots of hats for you to wear. Rather than hire full-time
employees, inspire others to work with you gratis (for free). Not everyone
wants or needs immediate compensation, so sell people on your skills as a
leader and get them excited about where your company is headed. College
interns are a good source of free or inexpensive labor for your business.
When the economy is weak and jobs are scarce, even out-of-work profession-
als are willing to accept internships in an effort to improve or expand their
marketable skills. The promise of a job (after you're on more stable financial
ground) may be enough to get someone working 5 or 6 hours a week right
now. Some individuals are also willing to work for free, in return for a recom-
mendation from your company. For example, a lot of people design comple-
mentary websites in exchange for using those websites as client referrals. By
seeking out this type of synergistic swap, you can avoid hiring employees in
the beginning.

Find a mentor. Hiring a consultant can break the bank before you even open
your doors for business. Mentoring is an alternative way to get advice from
established professionals that costs you absolutely nothing. These experts
probably won't do the work for you, but they can advise you on critical
decisions, introduce you to other professionals and suppliers, and sometimes
even help you find your first customers. People are generous with their time,
especially when you ask them to share their personal expertise with you.
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Getting resourceful

In addition to locating experts or finding cash, you need to identify other means of
getting what you need. Check out these resourceful alternatives to help you jump-
start your online business:

3 Barter and trade: One way to keep a lid on your spending and still acquire
supplies and services is to trade with other companies. Rather than pay a
professional to write copy for your web pages, for example, barter with a
writer for her service. Barter, or trade, is a method of paying for products or
services without using cash. When you barter, you exchange your services or
products for those of another person (or company). This method of conduct-
ing business has become so popular that you can now join formal barter-
exchange organizations, such as Southern Barter Exchange. Membership is
usually free. You can find barter organizations online that serve your specific
state or region or find one that has a national reach.

The Internal Revenue Service (IRS) doesn't mind bartering, as long as you

@ record on your taxes whatever you receive as income. Any transaction
involving the exchange of a product or service that doesn't involve cash
TP changing hands is considered “barter” by the IRS. The IRS has guidelines and

reporting requirements for individuals and formal barter exchanges. For
example, barter amounts should appear as income for both parties when you
complete Form 1099. You can read the complete guidelines for how to report
bartering as income on the IRS website (www. irs.gov).

3 Try out trial versions before you buy. When you stock up on necessary
software for your online business, don't rush to buy expensive off-the-shelf
products, which can cost several hundred dollars. Instead, use free demon-
stration (demo) versions that are good for a specified period. Eventually these
free trials run out of time, so budget accordingly if you anticipate needing to
make a more permanent software purchase.

¥ Use free tools. Lots of free business-related software (called freeware or

open-source software) and free or almost-free applications are accessible over
the Internet. Independent software developers and small companies typically
offer software applications, graphics, games, and developer tools at no cost to
you, and with no strings attached. Other apps cost just a few dollars. And even
if you don't find a recognizable brand-name product, you might find one that
has similar features. Be aware that freeware and free business apps may have
no technical support or very limited support. If you are using open-source
software, there is usually a community of developers on forums who help
answer questions, but it is not support in the traditional sense of the term.
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If you find a software solution you really like, but there’s not a free version pub-
licly available, consider contacting the company directly. Sometimes you can get a
2-week or 30-day trial with all features enabled if you ask for it!

Looking at the pros and cons
of bootstrapping

Bootstrapping may sound like you’re flying by the seat of your pants (or your
boots), but it’s quite the opposite. It requires adopting a rigorous thought process
that includes detailed and innovative planning.

Although bootstrapping may seem painful, consider the alternative of bringing in
other investors or borrowing money. Is it worth the sacrifice? Take a look at how
a bootstrapping approach can affect your business now and down the road, and
then decide for yourself:

3 You retain ownership. Keeping full ownership or controlling interest of the
business is one of the most important benefits of bootstrapping. You get to
make all the decisions, without having to run them by investors or sharehold-
ers or even lenders first. You also choose how and when the company grows.
And if you need to bring in capital (money) down the road by selling shares of
your company, you don't jeopardize your control. You can sell off a minority
interest and maintain controlling interest.

3 You can make quick decisions. Typically, you don't have layers of depart-
ments or managers in a bootstrapper organization. You can make decisions
without getting bogged down by bureaucratic red tape. The ability to make
agile decisions is an important advantage over competitors, especially when
you're heavily into the research-and-development (R&D) process. Your
organization can offer new products or make other changes much faster than
many of your competitors can.

3 You assume minimal risk. Without putting much money on the line, your
risk (or what you can afford to lose) is greatly reduced. You also have the most
to gain because your investment and your risk factor are small. This motivat-
ing aspect can spur you to success.

3 You maintain a cash-is-king mindset: Being frugal pays off now and later.
Initially, your conservative decisions will assist you in building a positive cash
flow for your business. As a bootstrapper, you'll tend to hold on to those same
decision-making philosophies in an effort to maintain your cash reserves as
the company expands. This mindset may help to keep your online business
debt free.
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Finding the Perfect Investor

Not everyone has what it takes to grow a successful company from nothing or
while operating on a shoestring. Or maybe your business concept requires a sig-
nificant injection of capital right from the start. If so, you have other alternatives
to bootstrapping. The most popular approach is to find an investor.

Investors, either individuals or a group of individuals, buy into your idea and pro-
vide the money you need in exchange for stock (or a percentage of ownership) in
your business. You can choose from several types of investors; each type comes
with its own pros and cons, of course. The trick is to find the best type of investor
for your needs.

Turning to your friends and family

You’re probably familiar with the idea of turning to your friends and family (F&F)
network for start-up funds. A major advantage of this strategy is that you have a
lot of flexibility in how you structure the terms of the agreement.

The simplest method is to simply ask for a loan. You need a certain amount of
cash, and your mom or best friend is happy to oblige. As a bonus, the interest
amount on the loan is usually minimal or nonexistent, and the time for repaying
the money is often more flexible — not a bad deal.

An alternative is to take on your friends and family as investors. In other words,
you give up a percentage of shares or stock in the business for the amount of
money they agree to provide. On the upside, you don’t repay that money. How-
ever, if you no longer want those people to own a piece of your business, you have
to buy back their stock to get rid of them.

Websites that offer free or low-cost legal documents, such as Nolo.com (www.
@ nolo.com), sometimes offer promissory note templates or other sample loan
agreement documents that you can use to define lending terms when borrowing

TIP money from friends and family.

Here are some advantages of acquiring investors from your F&F network:

3 You can easily obtain the money. You have an established circle of friends
and family members who already know and trust you. Sometimes, you don't
even have to sell them on your business idea — let alone show them your
business plan. They just want to help you.
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3 You can get cash quickly. Unlike going to a bank or venture capitalist, you
don't have to jump through any lending hoops or participate in a series of
drawn-out meetings. Friends and family may be able to get their hands on
cash quickly and hand it over to you sooner.

3 You have a potentially large pool of investors. You can easily find small
amounts of money from lots of different sources. If you need $50,000, you
can get 10 friends to contribute $10,000 each rather than try to find one
person who can contribute the entire amount.

This method has a few disadvantages too, of course:

3 You can have problems with unstructured terms. Because you know each
other, you tend to keep things informal. That opens the door to uncertainty
and inconsistency and big misunderstandings. Be wary of taking on friends
and family members as investors without structured, written agreements that
clearly define the terms of their investments in your company or the payback
terms of your loan.

3 You may give up too much stock. You want to gratefully reward those who
take a chance on you, especially when you're close to them. For that same
reason, however, you can end up giving away too much interest in your
company. Or if you turn to a large group of friends to invest, you may have to
ante up a large block of stock for a small amount of cash. This uneven
exchange can put you in a precarious position as the company grows.

3 The business can interfere with relationships. Taking on your most trusted
circle of friends or family as investors can lead to heated disagreements, hurt
feelings, and your fair share of misunderstandings. Damage to these friend-
ships or to relationships with family members isn't easy to repair.

Finding angels

If the uncertainty and lack of structure of the F&F network bothers you, turning
to an angel may be more appealing. An angel investor can be an individual inves-
tor or a group of investors who are willing to put money into start-up or young
companies.

Several important differences separate angels from other types of investors.
Angels usually bridge the funding gap. Raising more than $100,000 or $200,000
from friends and family is tough, yet a venture capitalist usually isn’t interested
in investing less than a million dollars, especially in a company without a track
record. An angel meets midlevel funding needs.
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Another important difference is that an angel investor typically doesn’t take an
active role in a company. An angel wants to provide capital, not run the business,
although that person sometimes becomes a member of an advisory board or board
of directors. (We discuss the board of directors as part of your formal business
structure in Book 2.) In addition to taking this hands-off approach toward your
business, an angel is less likely to demand an immediate return on an investment.
Whereas your father-in-law may expect to recoup his money in a couple of years,
an angel’s target return may be 5 years.

This network of investors has become more careful and savvy, performing due
diligence and examining every aspect of proposed businesses. As with any type
of investor, angels invest in businesses they believe will give them a good return
on their money. For that reason, angels are influenced by fluctuations in business
trends, or what’s considered hot at a given time. One year it could be something as
general as social media networks (like Snapchat and LinkedIn) and the next year it
could be mobile apps for the healthcare industry. Regardless what types of busi-
nesses are popular investment targets, generally angels are more willing to take
risks on new, unproven businesses. But keep in mind that the overall require-
ments for investing are increasingly the same as those used by venture capitalists
(as outlined in the next section).

A hands-off approach to long-term lending sounds great, right? It’s not all roses,
though. Among the negative factors in seeking money from angels is that they
often require a larger stake in a business. Having a higher percentage of owner-
ship in a company offsets their risk. When the return on investment comes, it
equates to a significant amount of money for your angels. Also, acquiring money
from angel networks is getting tougher. Increasingly, angels are using the same
or similar funding guidelines as those of venture capitalists. Angels expect you
to have a polished business plan, an experienced management team, and an exit
strategy (a way for the angels to recoup their initial investment and then some).

If the negative side of working with an angel doesn’t bother you, how do you
locate one? Examine your own network of colleagues, friends, and family — ask
if they have any contacts that might be interested. If that strategy doesn’t provide
any leads, search for angels at the regional or national level. Here are some places
to begin your search:

3 Chamber of Commerce or other local business-support organizations
¥ Professional associations (local and statewide) focused on technology
¥ Your accountant, banker, or attorney (who often works with or knows angels)

¥ Investment clubs
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Online resources for angel networks and entrepreneurs include

¥ Go4Funding: www.go4funding.com
¥ Investors Circle:www. investorscircle.net

¥ National Network of Angels Investors: www. nationalnetworkofangelinvestors.
com

¥ KillerStartUps: www.killerstartups.com

Venturing into the world of venture capital

Venture capital (VC) funding isn’t the easiest route for securing money for your
business. Maybe you remember the stories of the dot-com era when millions of
dollars were thrown haphazardly into Internet start-ups. Well, in spite of that
bursting bubble, venture capitalists are still out in force; getting their money,
however, is much more difficult now.

To be honest, we don’t recommend even considering venture capital as a resource
for a brand-new company. This type of funding is designed for businesses that
need an aggressive (or very large) amount of money to support the next level
of business growth. Venture capitalists are institutional investors (professionally
managed funds) that invest anywhere from $500,000 to $10 million or more in a
company. Most often, this investment is made in preparation for an initial public
offering (IPO) on the stock market, a sale, or a merger with another company.

Suppose that you’re thinking big and are intrigued by venture capital as a funding
source. How do you know whether your company is ready to pursue VC money?
Although the funding criteria vary among venture capitalists, most of them gen-
erally expect the following from your company (and you):

3 The company has already used seed money. Your company is long past the
point of obtaining money from friends and family as part of its start-up stage.
Seeking money from a venture capitalist means that you have already
received additional rounds of financing from angel investors and are now
ready for a more substantial investment boost.

3 The company has a proven track record. Establishing a history of success is
a necessity for venture funding. Investors expect your company to have
experience under its belt and proof of the underlying business concept.
Having an offline (bricks-and-mortar) business that has verifiable financial
records greatly increases your success of finding funding.
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3 An experienced management team is in place. Being the sole employee of
a company isn't a good thing when you're seeking venture capital. Instead, you
must have a seasoned team of executives with the experience to take your
company to the next level.

3 The company is in a hot industry. Venture capitalists invest in more than a
company — they invest in an industry. And some industries or markets are
hotter than others at any given time. Your business doesn't have to be in the
top three industries of interest, although it certainly improves your chances
for funding.

3 The company is in a high-growth stage. Securing venture capital means that
your company is no longer in an early growth stage. It's now positioned for
significant earnings. Although the amount can vary, a good rule is that your
company can achieve annual revenues of $25 million within a 5-year time
frame.

¥ You're willing to relinquish control. If you don’t have in place a top-notch
team of heavy hitters (including yourself), relinquishing executive control may
become a condition of funding. If you previously held the title of CEO and
president, you can expect to be replaced by an outsider of the venture
capitalist's choosing.

If you’re serious about pursuing venture capital, you should do a few things first:

1. start making connections early.

Go to seminars on venture capital funding (usually sponsored by professional
organizations in your community) and meet the venture capitalists involved in
giving the presentations.

2. Contact other companies that have recently secured funding.

Seek out other small businesses and ask for referrals to VC firms. In addition,
ask questions and get a general understanding of what the process may be like
for a company similar to yours.

3. As you're building these networks, start your own form of recordkeeping.

Securing venture capital is a tedious, time-intensive process. The sooner you
begin to understand the process, the more likely you are to be successful.

4, Begin making a list of potential venture capital firms.

Keep track of the companies in which they invest, how much they invest, and in
which industries they most actively invest.

50 BOOK1 Start-Up Essentials



TIP

©

REMEMBER

When you’re ready, two established resources can assist you in locating and learn-
ing about venture capital firms that might be a good match for your business:

3> The Directory of Venture Capital & Private Equity Firms, 2016 Edition: This
extensive guide, at www . greyhouse . com/venture. htm, offers direct access to
more than 3,000 venture capital and private equity firms worldwide. In
addition to presenting basic overview information about each firm, the guide
also lists extensive contact information, including phone numbers and e-mail
addresses. Grey House Publishing, the publisher, offers a hardbound copy
($750) and an online database by paid subscription ($900).

3> The Money Tree Report: This quarterly report lists detailed information about
venture capital funding in the United States. It's a collaborative effort between
PricewaterhouseCoopers and the National Venture Capital Association with
data from Thomson Reuters. For information, and to review the quarterly
reports, visit the website at www . pwcmoneytree. com.

Check your local library and used books sold through Amazon for a copy of either
resource on this list. Although you may get a slightly older edition of the book, you
can save the out-of-pocket cost of several hundred dollars that you would spend
for a more current edition, and many of these resources stick around for a while.

During economic downturns or when the economy is generally weakened, both
venture capitalists and angel investors become increasingly selective about where
and how they invest. Having a solid business plan with a strong road map to a
return on investment becomes even more important.

Checking Out Alternative Financing

When all else fails, a diligent online entrepreneur still has a few alternative financ-
ing options, although they are not necessarily your best choice. These options can
help you open your doors for business, so to speak. Many times, you end up com-
bining a variety of these sources to fund your great idea:

¥ Credit card: For better or worse, a credit card is a popular choice for funding
a business. More than 80 percent of small businesses have used personal and
business credit cards as a source of money, according to the Small Business
Administration (SBA). Especially during economic periods when lending
tightens from banks and other traditional resources, credit cards can some-
times provide the only source of fast cash for a new or growing business.
Although credit cards may be a quick and easy alternative, they can also be
expensive. Some credit card companies charge interest at 20 percent or more,
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even during times when interest rates are historically low. In addition, they
can slap you with hefty fees for late payments or for exceeding your credit
limit. Financial advisors also caution that fully paying down the balance of
your credit cards can take decades when you're making only the minimum
monthly payments.

Consider moving balances with high interest terms to another card. Credit
card companies often offer limited introductory low- or no-interest rates for
transferring your balances from other cards. If these offers don't come in the
mail, don't be afraid to call credit card companies (including your existing one)
to negotiate for a better rate.

Retirement cash: A personal savings plan, such as a 401(k), has long been a
source of money for someone opening a start-up business. Before draining
your account, consider the penalties for early withdrawal and seek advice
from your accountant on the pros and cons of this source of funding.

Crowdfunding: An amazingly successful fundraising alternative hit the
Internet in recent years that helps generate money for individuals, businesses,
and non-profit organizations. Crowdfunding works as its name indicates and
allows almost anyone to invest in a creative project or business. Establish how
much funding you want to raise and a period of time in which the project
must be funded. You can allow people to fund anywhere from a few dollars to
a few thousand dollars. Funding investments are typically paid out only if the
project is fully funded in the specified time period. You may also provide a
return on the investment based on the funding level, such as a product
prototype, early access or beta access to a solution, or even a small number of
shares in the company.

Several crowdfunding sites make it easy to set up funding projects. Some
popular sites are Kickstarter, Indiegogo, GoFundMe, CrowdRise, and
GiveForward. Typically, the site takes a small percentage of your total funds
raised if the project is successfully funded and may charge additional process-
ing fees. Although these sites expose you to a much wider audience of
potential investors, often the investments still come largely from people you
know. Unless you have a very unique business idea or interesting way of
pitching the idea and get picked up by the national media, in most cases it is
up to you to promote the funding campaign through your social networks.
That means crowdfunding, while still a terrific alternative source of funding for
your online business, is largely dependent upon your ability to promote the
campaign.

Home equity loan: Depending on the state of the housing market and
interest rates on various types of home loans, you may be able to use your
home as a funding source for your business. As a homeowner, you can cash
out the equity in your house, use it for other purposes, and pay it back at a
fixed interest rate over 5, 10, 15 or more years. Similarly, you can refinance
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your home and use the additional funds for starting the business. Another
option is to open a home equity line of credit, which gives you a fixed amount
of money that you're approved to borrow. You take out the money only as
you need it, rather than in one lump sum. As is the case with any type of loan,
you must have solid credit scores, among other things, to qualify.

Borrowing money against your house is always risky! Many business experts
hesitate to recommend this method as an option because you could lose your
home. Consult with your accountant, or other financial advisors, before
making this decision.

High-interest loan: Some specialized lenders finance loans (even high-risk
ones if you have poor credit) at high interest rates. These rates are usually
similar to, or higher than, credit card rates. When all other options fail, this
method may be a possibility; be cautious, though, about taking this route.

Microloan: If you're looking for a smaller amount of capital, the SBA has a
microloan program for amounts up to $50,000. The average loan size is
approximately $13,000. The loans are backed by the SBA but are distributed
and managed by local, approved community lenders. As with any loan, there
are collateral requirements, but funds can be used for working capital,
equipment, inventory, and supplies. To find out who offers loans in your area,
contact your state or regional SBA office or visit www. sba. gov.

Online lenders: There are a host of non-traditional lenders now offering
loans online to new and existing businesses. These lenders are known for
having quick, easy application processes with flexible terms, and are thought
to be generally open to working with start-ups and e-commerce businesses.
Lenders like Kabbage (www . kabbage . com) are ideal for new businesses that
need smaller loan amounts. On the flip side, OnDeck Captial (www . ondeck .
com) provides loans to businesses that have been around at least a year, and
need larger amounts of capital. PayPal has a Working Capital program that
allows businesses flexible terms for borrowing money without a credit check,
but you must be a PayPal business. (Learn more at www. paypal . com.)

Grant or award: If your business concept is innovative, you may want to
search out grant opportunities or contests offering financial rewards. Grants
are monetary awards that you don't have to repay. Some organizations —
such as business magazines, office-supply chains, and other large retailers —
sponsor business-plan-writing contests with financial payoffs or award cash
and prizes as part of their general business contests. No all-in-one resource
tracks all sources of grants and awards, but Biz Plan Competitions (www .
bizplancompetitions.com) provides a list of business plan competitions
based in the United States. Otherwise, you have to do your homework by
diligently searching the Internet and thumbing through business publications
for opportunities. However, the shot at free money may be well worth

your time.
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Be wary of websites that charge for a list of “free money” resources from

& government grants. Although legitimate grants are available, you don't have
to pay for them: You can obtain a list for free from the Catalog of Federal
WARNING Government Assistance at the U.S. government’s grant site (www . grants. gov).

3 Incubator: This type of entity or organization, established to support entre-
preneurial development, usually provides shared resources for businesses.
Sometimes, a shared resource refers to a physical location (such as an office
building) or access to volunteer or hired professionals who are shared by the
organization’s entrepreneurs. Although incubators don't traditionally provide
start-up money, they're still considered an alternative funding source because
they provide your business with a range of tools, resources, and services.
Many types of incubators with different levels of services are available.
Examples range from offering free support (such as educational workshops
and training for entrepreneurs) to providing shared workspaces or office
space for a reduced fee. Depending on the arrangement, incubators may
require a small percentage of ownership in your business, ask for stock
options, or charge a small fee for services. In most cases, this situation results
in a nominal expense to you compared to other funding options. The amount
of savings and the invaluable assistance (which can accelerate the growth of
your business) translates into a wise investment of your start-up dollars.

Locate technology and small-business incubators in your area by contacting
the National Business Incubation Association at www.nbia.org.

TIP

Taking a Shortcut: Purchasing
an Existing Site

54

Securing financing for an online business takes time and persistence — no doubt
about it. If you’re interested in a completely different path, you can take a short-
cut. Have you considered purchasing an existing website? Don’t get excited —
you don’t have to march up the virtual steps of Amazon or eBay and put an offer
on the table. (To be realistic, you’d be laughed right out the door.) Somewhere
between the people dreaming of starting a business and the giants dominating the
Internet, hundreds of thousands of other mom-and-pop businesses have already
established a small presence online. Many of them are doing quite well, others are
struggling, and some just don’t have any sense of direction. Those latter catego-
ries provide you with the largest opportunity to jump-start your online dreams.
Check out the following sites, which provide lists of online businesses for sale:
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¥ Shopify E-Commerce Sites for Sale (https://ecommerce.shopify.com/c/
ecommerce-job-board): This site is an extension of the e-commerce store-
front solution, Shopify (www. shopi fy . com). In addition to providing the tools
needed to start an e-commerce site, Shopify also provides a forum for buyers
and sellers. It's a place to advertise existing storefronts that are for sale or to
post a message indicated your interest in buying an existing site.

¥ BizQuest (www.bizquest.com): Claiming to be one of the original business-
for-sale websites, BizQuest has a healthy number of business listing in all
categories. To get the most relevant list of available online businesses, use
their search tool to search for the term Internet. Last time we checked, this
search term returned nearly 20 pages of results for available Internet
businesses for sale.

3 Website Properties (www.websiteproperties.com): Unlike traditional
business brokers, Website Properties specializes in just that — websites. You
can search a list of available sites directly from its site, and you can easily and
immediately view a great deal of information about available sites, without
having to request access to the details from a broker.

WHAT MAKES AN EXISTING SITE A SMART
PURCHASE?

Buying an existing online business is basically the same as purchasing any other type
of business: You have to do your homework and determine whether the purchase is
a wise one. Find answers to these questions about a business before you sign on the
dotted line:

® |s the online business a viable business model?

® Does the purchase include existing inventory or customer contracts?

® Even though the site is established, does its concept pass your feasibility test?

® |s the site generating revenue? How much? (Ask for financial statements verified by
a certified public accountant.)

® What expenses does it incur?

® Can you reduce the amount of overhead by making different management
decisions?

® (Can you increase the percentage of profit by making different management
decisions? If so, how long would it take to implement these changes?

(continued)
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(continued)

When was the site established?

What is the annual percentage of revenue growth? (How much more money does it
make over the previous year?)

How many people visit the site each day? (Ask for verification.)

Does the owner maintain any logs or records verifying the number of visitors and
other stats?

What are the site’s popularity rankings in all the major search engines?
What, if anything, has the owner previously done to increase rankings?
Has the site been featured in any magazines or other websites?

How many other websites link to this site, and vice versa?

If a product is being sold, does the site use a dedicated supplier? Are other supplier
sources available?

If the site sells an information product or is a service business, do you have the
skills and staff to duplicate it?

Does the site have a poor reputation or many unhappy customers?

Is the site in good standing with the Better Business Bureau and other
organizations?

Does it have a current business license?
Are its taxes current?
Has its URL expired, or is it about to?

Does it have a valid Secure Sockets Layer (SSL) certificate to allow protected,
properly encrypted transactions over the Internet?

Which hardware and software, if any, are included with the sale?
Do you gain any proprietary software in purchasing the site?
Why is the current owner willing to sell?

Can you create your own site and generate similar results in a short time for less
than the selling price?
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Override start-up costs: Finding an existing online business means that you
don't have to worry about all the initial costs and hassles of getting the site
started. Maintaining or building an existing site is usually cheaper than
starting from scratch.

Eliminate time to market: Although you may have a business up and
running in just a few weeks, establishing yourself in the market and gaining a
presence in the search engines takes much longer. Buying a ready-made site
(even a fledgling one) removes at least some of this concern.

Gain established customer base: The “build it and they will come” theory
has repeatedly been disproved when applied to websites. Purchasing an
online business with existing customers is a definite perk.

To make sure that the site you're considering buying has real value when it
comes to customers, ask to see proof of a current e-mail list or database of
customers or members (not just a log of daily visitors).

Get a site for a steal: Do your homework and you can purchase a site for
little money. Look for businesses in which the owners

Are tired or bored of the site

Have no time to maintain it

Ran out of money after putting the basics in place
Are in a cash crunch

These factors don't necessarily mean that the business is bad — just that it
was under poor management.

Negotiate payment terms, with no out-of-pocket costs: Even if you end up
with a large (but reasonable) price tag, you still have a money-saving alterna-
tive. For instance, offer to make a small down payment on the site. Then let
the owner know that you will make monthly payments until the balance of the
sale price is paid in full. (If the site is producing revenue, you can use a portion
of that income to cover the payments, so only the deposit comes out of your
pocket.)

Lease to own: In this strategy, the seller retains ownership of the site and you
manage it. You pay the owner a set monthly fee, plus a percentage of the
profits, until the sale price is paid.
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Chapter 5

Creating Policies to
Protect Your Website
and Customers

ustomers are the reason you’re in business. All too often, though, their role

in your success is an afterthought. Even though you spend a great deal of

time thinking about what they can do for you, sometimes you forget about
what they expect of you, until a problem surfaces.

In this chapter, we show you how to invest the proper time into the “care and
feeding” of your most important business asset — your customer.

Taking Care of Customers

Consider the process of starting your business. You think about your future
customers, right? You anticipate who will buy your product. You research their
needs and painstakingly detail how to meet those needs in your business plan.
You develop a marketing plan that explains how to reach your customers, and
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you calculate, dollar for dollar, how their spending translates into profit for you.
Something is missing, though: Where in all that research and planning is your
pledge to your customers — your vow of how you will treat them? Most business
plans don’t include this type of pledge, unless one of your company’s competitive
advantages is defined as an unprecedented level of customer service.

| pledge to you

What is a customer pledge, and how do you develop one? A pledge to your custom-
ers is a written guideline of what they can expect when doing business with you.
The pledge should be the basis of your overall customer service philosophy.

Start your customer service pledge internally, and make it something used only
by you. From there, you can create an external (public) customer service pledge.

Put it in writing
How do you create a customer pledge? Here are a few simple steps you can follow
to get going:
1. Answerafew general questions about how you really feel about custom-
ers (be honest!):

How do you view your customers? Do you know them personally or speak
with them on the phone, or are they anonymous?

How important are customers to you and your business?
How important is repeat business?

What are you willing to do for customers every single day?
What are you not willing to do for your customers?

2. Define realistic parameters of how you plan to communicate with your
customers every day, as shown in these two examples:

How can customers contact you? Can they
Send e-mail 24 hours a day?

Call a toll-free phone number and leave a message 24 hours a day, or call a
long-distance number during set business hours?

Send or post a message on any social media platform 24/7?

Write a letter and send it by snail mail (through the U.S. Postal Service)?
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When and how will you respond to customers?
Immediately when you respond by e-mail?

Within 24 hours (or less) when you respond by phone or e-mail; or within
30 minutes when you respond on social media?

3. Identify what, if anything, is special about the way you treat customers.
For example, do you call customers personally to make sure that they received
their orders? Or do you invite them to regular online sessions to discuss how
your products or services could improve?

4. Draft a written document detailing your customer service pledge for your
internal use. The document can consist of a short list of bullets or several
paragraphs based on your previous answers. This guideline is your personal
reminder of how you incorporate customers into your business every day.

5. writea pledge to your customer. The pledge, which can be as general or
specific as you choose, should reflect your internal customer service philoso-
phy but be a written document that can be read and judged by the customer
about how your business responds.

Putting Policies in Place

As you might expect, creating your customer service pledge is only the beginning
of the customer care policy. To manage your online business successfully and
legitimately, you have to put several policies in place. The government mandates
some policies, and others are the result of common sense to minimize confu-
sion for yourself, your employees, and the people with whom you do business.
For example, when working with franchise organizations, one of the most criti-
cal components of doing business is the policy manual, a small booklet filled with
written policies establishing an unwavering set of guidelines and procedures for
operating. The policy manual serves as an easy reference tool when you have
questions about how to operate.

Policies are equally important to customers, employees, and vendors. Although
you don’t have to create a formal manual filled with your policies, you must write
them down somewhere. In many cases, you should also publish them on your
website, to protect yourself from misunderstandings and reassure your customers
about how you do business.

Privacy policy

A privacy policy details how you collect, treat, and use the information you receive
from customers and from other people who visit your website. This policy not only
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covers information that customers knowingly provide but also applies to the use of
cookies, or the information files that web servers create to track data about people
and the online sites they visit. Your privacy policy should clearly state your com-
mitment to customer privacy and data security. It should also include information
about options or choices visitors and customers have in how their data is used. When
operating a contest or any type of prize give-away, the rules of the contest would
be added to your privacy policy. The Better Business Bureau offers tips for writing
an effective privacy policy, and provides a sample policy to use as a template; go to
www . bbb .org/dallas/for-businesses/bbb-sample-privacy-policy1l.

A privacy policy is a requirement for your online business if you’re based in the United
States. The U.S. Federal Trade Commission (FTC) mandates this policy. The policy
must be properly labeled on your website and easily accessible within your site.

Your privacy policy should include these elements as well:

¥ Adescription of how you collect information from your site visitors
and customers

¥ Details of what information you collect

3 An explanation of what you do with the information and how and where you
store it

¥ Adisclosure of with whom you might share customer information

¥ Instructions for how visitors or customers can change their information or
remove it from your records

Your policy on how you handle a customer’s credit card data should be in line
with the requirements of the Payment Card Industry Data Security Standard (PCI
DSS). As an online retailer, you’re required to comply with certain regulations
for handling and storing sensitive customer data under the PCI DSS, or else you
could face a steep financial penalty. The PCI Security Standards Council pro-
vides up-to-date information for online retailers. To find out more, visit www.
pcisecuritystandards.org.

User agreement or terms and conditions

Increasingly, sites are implementing user agreements. Just like a written
contract, this agreement specifies terms or conditions by which you allow visitors
or customers to use your site. You might choose to post on your site a static
(unchanging) page that simply lists these points. A more legally binding version
of this agreement, however, requires visitors to acknowledge that they have read
the terms and agree to abide by them. Usually, before visitors are allowed to go to

BOOK 1 Start-Up Essentials


http://www.bbb.org/dallas/for-businesses/bbb-sample-privacy-policy1
http://www.pcisecuritystandards.org/
http://www.pcisecuritystandards.org/

REMEMBER

certain areas of your site, download an application, register for a service, or make
a purchase, they’re forced to click a button verifying that they agree to the terms.

When you’re creating your site’s terms and conditions, you should include this
information:

»

»

»

»

How visitors or customers can or cannot use your site: Rules that apply to
not only your customers but also your employees, such as posting personal
information (phone numbers or physical addresses, for example) on a
discussion forum

Who is allowed to view your site: Whether visitors meet age or U.S.
citizenship requirements, for example

Which other policies are in place: Shipping, returns, or complaint proce-
dures, for example

Legal and liability issues: For example, details of responsibility by you and
third parties for providing information and taking actions, and for specifying
geographic location where legal disputes will be settled

Shipping policy

You

r shipping policy should clearly explain the details of how and when customer

orders are handled and shipped. Although you can determine some conditions

of t

his policy, you must also comply with the FTC’s mail or telephone-order

merchandise rule.

According to the FTC, your online site must

»

»

»

»
»

Ship an order within the time frame you promised at the time of ordering or
as stated in your advertising or on your website.

Ship a product within 30 days after it's received, unless you specify an earlier
time frame.

Most online retailers ship products within 5 to 7 business days at the longest. The
exception is when a product is on back order, out of stock, or available for
pre-order (in which case, an approximate shipping date is given). The FTC rule sets
the maximum limits of what's acceptable for shipping products.

Give notice to a consumer as fast as possible whenever you cannot ship that
person’s product when promised.

Include a revised shipping date in the delay notice you send to a customer.
Allow a customer to agree to a delay or to cancel an order and provide a

description of the time required for a refund.
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Return policy

Include in your return policy the conditions under which you allow customers to
return a product or decline a service. Will the customer receive a full or partial
refund from you? A good policy should protect both you and your customers. Be
specific about your return policy so that customers clearly understand (and aren’t
surprised by) your rules. Your policy should include these elements:

¥ Time limit: Set the maximum number of days within which a return will
be accepted.

¥ Conditions of use: Maintain the right to reject a return if an item shows
obvious signs of use, for example.

¥ Restock fee: Explain any fees incurred by restocking a returned item.
3 Exceptions: Specify any items that cannot be returned.

¥ Shipping responsibility: Determine who pays for the cost of shipping when a
product is returned.

¥ Refunds issued as cash or credit: Decide whether to issue store credit rather
than give cash back.

3 Third-party rules: Direct customers to consult the return policies of third-
party vendors if you sell their items.

As e-commerce grows, so does the problem of customers taking advantage of
online retailers. Let your return policy protect you by limiting the number of days
you agree to accept returns. Customers must have enough time to evaluate prod-
ucts (3 to 5 days is a reasonable length of time) but not use it indefinitely before
demanding their money back.

When you’re selling products through a third-party vendor, such as a storefront
or an auction site (for example, Etsy.com or eBay), be sure to check whether the
company has a mandated return policy. The vendor site’s policy can override your
internal return policy.

Safety for young users

Whether or not you plan to sell to children, establish a policy about minors. If
your site is targeted to children under 13 years old, has a separate section for
kids, or is a general site but you know kids access it, your website must comply
with the FTC’s Children’s Online Privacy Protection Act, or COPPA. The policy
was updated in 2013 to expand the definition of the types of sites and businesses
that must comply. COPPA also specifies additional permissions that must be
obtained from parents, especially involving the use of video, social media, and
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online games or apps. In 2015, the organization initiated the process to further
update the parental consent requirements. As you see, COPPA is an evolving
standard and it’s up to you (and it’s absolutely critical) to ensure your website
continues to meet all guidelines and legal requirements. See compliance details at
www.business. ftc.gov/documents/bus84-childrens-online-privacy-
protection-rule-six-step-compliance-plan-your-business.

Generally speaking, the COPPA rule requires you to

¥ Post a clear and comprehensive privacy policy on your website.
3 Notify parents about how you collect information.
¥ Get parental consent before collecting information.

3 Allow parents to see the information you collect about their children and let
the parents change or delete details.

¥ Maintain the confidentiality, security, and integrity of the information you collect.

Other online policies

Following are other polices you may want to include on your website:

3 Forum or chat room policies: In these areas of your site, visitors and
customers can share their opinions, ideas, and concerns. If your site offers
these communication options, set up some basic guidelines for how you
operate each one. Your policy should specify such items as who can partici-
pate and whether someone must register (or sign in as a member) first. Also,
indicate who is monitoring these activities and in what manner. The policy
should clearly specify which type of material is inappropriate for posting, and
how and when you might remove it.

3 Social media: When you ask customers to engage with you through social
media sites, such as Facebook and Twitter, or even on your blog, these
external sites should be considered an extension of your business presence.
After all, on these sites you might obtain information about your customers,
such as contact information upon registration for contests and polls. We
recommend that you develop a social media policy that explains how your
customers’ personal information will or will not be used after it is collected.

3 Exporting: If your site sells to customers outside the United States, you might
be subject to special government regulations by the Commerce Department
and Defense Department and possibly other departments. What you sell (or
export) and to which countries you sell might be tightly regulated. If you

CHAPTER 5 Creating Policies to Protect Your Website and Customers 65

Creating Policies to Protect
Your Website and Customers


http://www.business.ftc.gov/documents/bus84-childrens-online-privacy-protection-rule-six-step-compliance-plan-your-business
http://www.business.ftc.gov/documents/bus84-childrens-online-privacy-protection-rule-six-step-compliance-plan-your-business

believe that this is the case with your business, seek advice from your attorney
about developing an exporting policy.

3 Spam: Depending on your type of business, you can include a spam policy in
your privacy policy. This policy states whether or not your site distributes
marketing e-mail and how you respond to it.

3 Endorsement and linking to other sites’ policies: Whether you sell prod-
ucts or services from other sites, provide links to sites not owned by you, or
allow other sites to link to yours, you're smart to notify customers about it.
Your linking policy should simply state how external links are used and
whether you endorse the information found on these linked sites. Provide
customers with a way to notify you of problems with external sites or
violations to your policy.

Delivering On Your Promises

66
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After you establish your basic principles of operation, you have to deliver on
them. Executing, or following through, on the policies you create isn’t easy, but
it’s essential for several reasons. These policies represent promises to your cus-
tomers and determine what customers come to expect from you. Failing to meet
these expectations compromises your reputation and, ultimately, eats away at
your sales.

Equally important are the consequences when you fail to deliver and then incur a
legal liability. The government mandates and monitors several policies. Even a small
oversight can land you in hot water with both your customers and federal laws.

Nobody’s perfect, and you might fail to deliver on a promise now and then. If you
fail, be sure to follow these steps:

1. Notify your customer immediately.

2. Apologize for your mistake.

3. Correct the problem.

4. Offera partial or full refund, a free gift, or a discount on future purchases.
Get help creating a privacy policy for your website, including shipping and

return guidelines, using the privacy policy generator tool from Shopify (find it at
www . shopify.com/tools/policy-generator).
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Chapter 6

Setting Up Shop: What
You Need for Online
Efficiency

or some of us, setting up a new office is part of the fun and excitement of

starting a new business. It makes it “real,” so to speak. But you should plan

your office space also for the practical reasons of budgeting start-up costs,
gaining a more efficient and functional work area, and ensuring that you have the
adequate tools to build your online business and service your customers. From the
chair you sit in to your filing system, you need to spend a little time setting up
your office with the correct equipment and software, as well as Internet access.
(That last one is obvious, eh?) Spending time up front on your workspace options
and business requirements can save you plenty of time — and money — later.
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A Floor Plan for Success

You might work from a cramped bedroom in your modest home or in a spacious
high-rise office complex. Either way, maximizing your workspace can be an
important step toward obtaining true efficiency in your business.

Follow these steps to create a floor plan for your office space:

1. Make alist of how you will use your space.

Ask yourself these questions:

Do | need a desk? If so, how much desk space do | need? What about a
standing desk? They're good for posture and they provide storage space
beneath, which is often in short supply in smaller startup offices.

Will | store paperwork and files in a central filing system or use some other
method?

Do | need storage space for inventory? Do | have a dedicated space for
packing and shipping products?

Will customers visit my office?

Do | need working space for employees?

2. Makea list of all your office furniture, equipment, and accessories
(including office supplies and other items that should be stored but
remain accessible).

belongings too. Or, if your office performs double duty as a bedroom or dining
room, include on your list the non-work-related furniture that will remain in the
REMEMBER room while you work. This is important at tax time when you want to take
advantage of a home office deduction. The IRS wants to know exactly what
percentage of your home is used exclusively for business purposes.

@ If you're sharing the space with others, make sure that you account for their

3. Onasheet of paper, sketch out the dimensions of the room with lines
that represent your walls, and then draw all your furniture and large
office equipment in position within those walls.

Rather than literally draw your furniture, you can draw different shapes and
label them to help plan the placement of furniture, equipment, and designated
work areas.

4, Arrange the furniture and office equipment in a way that best meets
your needs, based on the list you created in Step 1.

This arrangement should be based on function.
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FIGURE 6-1:
Precise measure-
ments ensure
that everything
fits in your space.
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After your room has been put on paper, based on how you want it to function,
you can put the measurements to the test to confirm your furniture and
equipment fit (see Figure 6-1). This level of detail may seem like overkill, but it's
particularly important if you plan to lease office space (in which case, the less
you need, the lower your overhead).
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When you arrange your furniture, address storage needs for your office
supplies. If you don't have designated architectural space (such as a closet or
built-in bookshelves), you'll have to bring in storage (for example, file cabinets,
baskets, and removable shelving).

Measure all pieces of furniture and major equipment.

Using the room dimensions listed on your paper, compare measurements to
see whether everything fits. If you run out of room, keep trying different
arrangements until you find a floor plan that fits both your needs and your
measurements.
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Instead of working from a cramped home office all the time or leasing
expensive office space, consider a shared coworking space. Often found in
larger cities (but quickly spreading to cities of all sizes), coworking spaces have
open office areas designed for technology start-ups and other small busi-
nesses. These low-cost and free alternatives include standard needs, such as
meeting spaces and Internet connectivity, and also boast extras, such as access
to networking events with peers and investors, and are usually available on an
as-needed basis.

Must-Have Equipment

70

Q

TIP

You no longer have to invest several thousand dollars in big, clunky pieces of
equipment because both the size and the price of these items have dropped tre-
mendously. For example, cloud-based offerings are readily available, which pro-
vide access to web-based products and services at low monthly (or annual) rates.
Typically, you don’t sign a contract, so you have the flexibility to drop or change
services. In addition, free and low-cost applications (apps) for mobile devices
such as smartphones and tablets can replace some standard office equipment or
services. All this serves as further testament to the power of the Internet, and how
easy and affordable it is to start an online business.

Make form follow function

Rather than think about your office equipment in terms of a collection of car-
tridges and cords, think of each piece in terms of the function it provides. You
need access to some key functions (equipment) to run a business.

This list describes the functions most businesses need access to most often:

¥ Printing: Although most of your correspondence can be conducted online,
you still need to print invoices, offline marketing materials, and hard copies
(printouts) of items for your files. You can choose from different types of
free-standing or desktop printers with various capabilities. Printers can range
from $20 to $250. You can eliminate the need for printing invoices entirely by
using low-cost online services such as Zoho (www . zoho . com) or PaySimple
(www . paysimple.com), that let you invoice customers and manage and collect
payments entirely online.

Rather than compare only printer functions, be sure to also compare ink
cartridge requirements before you buy a printer. An ink cartridge is often
almost as expensive as the printer itself; a $50 printer can require a $30 ink
cartridge, for example. Be sure to find out whether the printer requires a
particular brand of cartridge and how much the cartridges for that printer cost.
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Faxing: Sending a fax, or facsimile, may seem less like a necessity, in part due
to the use of e-mail and mobile applications to send documents. The use and
legal acceptance of electronic signatures has also decreased dependency on
faxes. But some industries and businesses still require a fax. Rather than
purchase a separate fax machine, consider buying fax software (so that your
computer acts as the fax) or sign up for a web-based fax service and receive
faxes as attachments to your e-mail. Services such as eFax (www.efax . com)
and MyFax (www . my fax . com) offer complete fax solutions for as little as $10 to
$15 a month. If you use an updated business phone system with unified
communications features, your fax needs can be handled entirely through
your phone system.

When comparing online fax services, make sure that you can send and receive
faxes from your iPhone, Android, or other smart device. Also be aware of fees
charged for overages of incoming and outgoing pages, fees for additional

users, and limits on storage time frames and volume for faxes sent or received.

Copying: Having access to a small copier can be a good investment for your
office. When you shop for a copier, decide which features you need:

Do you want color printing, or is black-and-white print suitable?

Will you use a duplexing feature, which prints both the front and back of
the page?

Is collating (automatically stacking and binding papers as they print) a big
deal?

Also look for copiers that

Add large amounts of paper to trays at one time so that you're not
continually refilling them

Have a quick warm-up time (the time it takes the equipment to prepare to
print) so that you can start copying quickly

Are suitable for small to mid-size print job volumes

Scanning: A scanner enables you to scan images or documents into your
computer for manipulation or storage or to send as files or faxes to others.
This piece of equipment isn't as much of a requirement as it once was for
many types of businesses, but is still particularly useful when you frequently
work with photos and other images. Most scanners come with custom
software you must install. (Or try the Windows Scanner and Camera Wizard, in
the Windows Control Panel.)

If you need a scanner for only documents or for limited use of image scanning,
consider downloading a scanner app for your mobile phone. Apps are
available for the iPhone, iPad, and Android smart devices and provide the
capability to scan documents or images and then e-mail, fax, or print directly
from your phone. You can also share scanned files to Dropbox, Google Drive,
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or Evernote. (Use this method to track business receipts, too.) Try Scanner Pro,
PicScan, or Tiny Scanner Pro. The apps range in price from $2 to $8. Or you
can get a less robust scanner app for free.

Mobile communications: Cellphones have gone from being nice-to-have to
being a must-have. Specifically, you need a smartphone that's capable of
accessing various applications for maximum efficiency, whether or not you're
in your office. You might even require a tablet (such as an iPad), too. These
devices are important tools to help you manage your online business.
Moreover, online consumers are researching and purchasing products and
services directly from mobile devices, so you need to be able to test function-
ality and accessibility of your website from those devices. Not to mention, one
of the benefits of having an online business is that you aren't necessarily
hemmed into a certain geographic location; a smart device helps you stay
mobile and work from anywhere.

Business communications: Today, you have several options for using a phone
in your business. For example, some business owners opt to go without a
landline (traditional phone line) and use only a cellular (or mobile) phone.
Others save money by sharing a residential line with both their home and
business. (This option can be tricky and can come across as unprofessional.)
You may consider opting for VoIP (Voice over Internet Protocol), an IP-based
option that allows you to share data and voice over a single line. Web-based
options, such as Google Voice and WebRTC applications, also allow you to make
calls over your computer. Most cable companies are offering to bundle your
Internet service and voice service. (We discuss Internet connectivity options in
more detail at the end of this chapter.) Going this route is often much less
expensive than using traditional phone lines and can provide a wider range of
functionality. Traditional business phone system vendors also offer cloud-
based versions so that you get advanced features without the cost or hassle of
managing a complex system. At the end of the day, know that you have lots of
options when it comes to how you communicate with your customers.

Digital photography: You might not be used to including a camera in the
category of business tools. Yet, in building and maintaining an online busi-
ness, a digital camera and a video camera might be a requirement, especially
if you have an eBay store or any other online retail type of store. Cameras are
increasingly important with the growing use of social media as a marketing
tool. Sharing pictures on social networks such as Pinterest or Instagram or
uploading YouTube, for example, is almost a necessity. At the very least, you
need a camera to take product pictures that you can upload to your site.
(Some smartphones may be suitable for taking video or pictures to share on
social media, but a better quality camera is preferable for high-resolution
product pictures for use on your website.)

Shredding: Considering the rise in identity theft (we discuss this in Book 5,
Chapter 1), disposing of documents that contain sensitive information — such
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as billing statements with account numbers or credit card numbers — is more
important than ever. Shredding these documents is an easy way to protect
your business — and cuts down on storage. A small, portable shredder can be
purchased for less than $50; a shredder designed to handle large volumes of
paper may cost several hundred dollars or more. It may be worth the extra
expense to get a shredder that's hefty enough to dispose of credit cards. Data
thieves consider both items to be valuable finds. Alternatively, consider using
a mobile shredding service, such as Shred-It (www.shred-it.com), for
particularly large amounts of documents.

Before destroying all your documents, be mindful of any business records that
the IRS requires you to keep for tax purposes. In Book 2, Chapter 4, we review
which type of documents must be kept and for how long. Consult a tax advisor
if you're not certain about how long you should keep some business records.

If you can’t afford to purchase all your equipment right away, locate a small-
business service center close to your office. These centers offer fax, printing,
binding, and other services at competitive prices. You can find these service
centers in copy stores, such as FedEx Office, or in retail office-supply stores, such
as Staples. If you rent a shared office space, or coworking space, these business
tools and services are often included as part of the monthly rent.

Revving up with a powerful computer

One important piece of equipment for your new online business is a computer.
It’s the heart and soul of your office because all your valuable data resides on it
and you use it to communicate with folks in all kinds of ways. How do you know
whether your existing computer makes the grade now that you’re an online entre-
preneur? Should you upgrade or buy new? If you buy a new one, how can you be
sure that you’re investing your dollars wisely? And most importantly, should you
buy a PC or a Mac? Although those questions are tricky, they have simple answers.

Jumping into the upgrade-versus-purchase debate

Overall, the cost of purchasing a basic PC computer is outrageously low. You prob-
ably receive promotions advertising new desktop computers for $299 — or less.
By the time you calculate your time or pay somebody else’s labor fee and buy
parts, can you truly upgrade an existing computer for that price?

Not so fast. You have to compare apples to apples by looking at more than just
the price tag. Compare capabilities. That off-the-shelf computer for $299 may be
a bare-bones, stripped-down model — probably no more powerful than that old
machine you used for the past couple of years. Sure, the new one might work a bit
faster; to get comparable features, though, you most likely have to add memory,
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hardware, and other applications to truly address your needs. By the time you
upgrade your new computer, you may have sufficiently passed its original $300
off-the-shelf price threshold to make you reconsider buying new. Whether or not
it’s truly a bargain depends on the functionality and power you need.

ponents, and then put Humpty Dumpty together again, upgrading can be a cheap

@ If you have the skills and the comfort level to take apart your computer, add com-
and relatively easy solution.

REMEMBER

Taking the plunge: Buying new

You might be more comfortable buying a computer with all its parts already
assembled. You can still design a custom computer by choosing the options you
want and letting a computer retailer customize it for you. Or you can purchase an
off-the-shelf machine that’s already loaded and ready to go.

DESKTOP OR LAPTOP: DECIDING
ON A COMPUTER

Even if you're sold on the sleek, compact size of a laptop, consider the following four Cs
before you make a final purchase:

® Cost: Although desktop computers can be bulky, they're packed with options at
rock-bottom prices. Comparatively, you pay for the convenience and size that a
laptop offers. It's usually double the price of a desktop with similar capabilities.

® Capability: You can run the same applications on both a desktop and a laptop. If
you work with a lot of graphics, though, the laptop screen might not do them jus-
tice. When you're working in one location, you can connect your laptop to a larger
monitor, of course — just remember that the monitor costs extra!

® Convenience: Putting a price tag on convenience is difficult. Whether you need to
tote your computer from room to room or from city to city, a laptop is your best
portable solution.

® Comfort: Adjusting to a smaller screen size, a button-size mouse, and a more com-
pact keyboard isn't always easy. Although you can attach a USB mouse or keyboard
to a laptop to overcome this problem, you might be more comfortable with the
larger components offered on a desktop.

Some laptops are just as powerful and full-featured as desktops. They're slightly larger

and heavier, with wider screens and full-size keyboards. Although they can be consid-
ered portable, the size and weight put them closer to desktops than laptops.
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How do you decide which computer is right for you? The simplest way to approach
this decision is by backing into it. Follow these general guidelines:

1.

Decide how you will use the computer.

You're running a business with it, of course. Be specific about which type of
activities you're using it for, such as accounting, word processing, keeping a
database of customer records, or storing digital photos of your products.

Identify the specific software applications you're using for each of those
activities, such as QuickBooks, Microsoft Word, Microsoft Access, or
Photoshop.

Each of these applications recommends system requirements, including
available memory and processor speed.

Match and compare the requirements in Step 2 to the computer you're
considering purchasing.

Look closely at not only the computer’s processor but also the hardware and
features that come with the computer, including these items:

Hard drive space

Operating system (Windows, Mac, Linux/Unix)

Memory capacity (RAM)

Networking card (preferably wireless-ready)

USB (2.0 or 3.0 compatibility)

Monitor (with the option for a flat screen)

Keyboard and mouse (wireless, to avoid clutter on your desktop)
External speakers

Installed software

Compare the support service and warranties.

Does the manufacturer or retailer offer customer support? Be sure to find out
whether this service is included in the cost of your purchase, and whether it
limits the amount of support you can receive before a fee kicks in. Find out
exactly what is covered under the warranty and for how long. You might have
to purchase an extended warranty to cover some computer parts. Keep in
mind that some manufacturers require you to ship back your hardware versus
sending a repairperson to your location. Before making a purchase, determine
whether on-site support is important to you.
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Do you happen to have a computer with a small amount of memory? USB memory
sticks are portable (and cheap) storage components that use external USB flash
drives that plug in directly to your computer. You can then use them to transfer
or store files. It’s like having an extra hard drive, except this one can literally fit
in your pocket — with room to spare! Memory sticks get smaller every day, and
you can even attached to your keychain for easy portability. If you need to transfer
data between computers, this tool is invaluable for your office. You can get a 16GB
stick for less than $5.

Don’t hesitate to minimize your learning curve before making your first computer
purchase. Whether you are considering upgrading, buying new, or just sticking
with what you have, learn more about your options by delving into PCs For
Dummies, 13th Edition, by Dan Gookin.

What about a Mac?

Computer users are always debating which personal computer is better for busi-
ness owners: a PC or a Mac (Macintosh). The PC is usually associated with an
operating system (OS) that runs Microsoft Windows; the Mac OS was created by
Apple. For a long time, PCs seemed to be the preferred appliance for businesses,
and Macs were favored by graphic artists. Today, either is acceptable for business
use. With software compatibility for the Mac expanding, and Apple’s explosive
growth from the popularity of the iPhone and the iPad, business folks seem less
reticent to use a Mac.

We don’t want to get into a debate of which is better — that’s for you to decide.
But we do want to make you aware that you have options when purchasing a
desktop computer.

If you are considering switching to a Mac or are ready to upgrade an existing Mac,
you have lots to consider regarding which Mac is right for you and what programs
to add. To help you navigate the world of Macs, dive into Macs All-in-One For
Dummies, 4th Edition, by Joe Hutsko and Barbara Boyd.

Tools for Your Desktop
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Your computer is unpacked. You’re ready to explore a world of business opportu-
nity. Before you dive in, make sure that you have these basic — but necessary —
applications on your desktop, ready to run.

BOOK 1 Start-Up Essentials



©

REMEMBER

TIP

Inventory the built-in (supplied) programs to determine which ones work for you
and which ones don’t. Using the built-in software can save you money, but don’t
sacrifice your need for functionality by using an inferior product. Buy what you
need to get your jobs done.

Searching for a web browser

Your web browser is the software that lets you travel from site to site across the
Internet. You enter a site’s address, or URL (Uniform Resource Locator), and the
browser displays the site or page on your computer screen. For an online business,
having a good web browser is an absolute requirement.

Keep in mind that a browser is typically already included when you purchase a
computer, although which browser varies based on your operating system. You
can always download a different browser to your computer or update an older ver-
sion of your existing browser. Get started downloading the browser of your choice
by going to these websites:

3 Google Chrome: www.google.com/chrome

3 Microsoft Internet Explorer: https://windows.microsoft.com/en-us/
internet-explorer/download-ie

3 Microsoft Edge (for use with Windows 10): https: //www.microsoft.com/
en-us/windows/microsoft-edge/microsoft-edge

¥ Mozilla Firefox: www.mozilla.org
¥ Opera: www.opera.com

¥ Safari:www.apple.com/safari

Put access to all the major browsers on your desktop, especially as you begin
creating and maintaining your business website. Then you can check for consis-
tency among page views displayed with different browsers. For example, Internet
Explorer might display your web page in a slightly different way than Mozilla. The
difference might be subtle, or it might cause the loss of pertinent product infor-
mation or graphics. (We talk about these and other web design details in Book 3.)

Sending and receiving messages
with e-mail
E-mail is a painless way to communicate with customers, vendors, and employees.

Unfortunately, the popularity of this communication tool has led to a bigger
problem: How do you keep up with, sort, store, and reply to all these messages?
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And what’s the best way to combat spam, viruses, and other harmful or annoying
applications to your inbox?

You can resolve these issues by finding a good e-mail program. In addition to
acting as an organizer and a system for filtering junk mail, your e-mail system
should be simple to use and pack a few added features.

One of these e-mail programs might meet your communication objectives:

3 Thunderbird: The e-mail program designed by Mozilla automatically detects
and sorts junk mail. Packed with features, it also offers an enhanced three-
column view of your e-mail. Download Thunderbird for free at Mozilla.org
(www.mozilla.org/products/thunderbird).

¥ Gmail: Google Gmail is a popular, free, web-based e-mail option. Gmail boasts
one of the highest storage capacities (which means you don't have to delete
old mail to make room for new mail) as well as offers some other cool
features. In addition to one of the best spam-blocking capabilities, it can
automatically sort messages based on conversations and uses tabs to further
sort and categorize messages. Gmail also includes built-in chat. You can
access your Gmail from your mobile phone by redirecting your phone's web
browser to a Google app. Take a look for yourself at www . google .com/gmail.

For only $60 per year (per user), Gmail offers businesses 30GB of storage per

@ user to host their e-mail, along with other business applications. You get a
business domain for your e-mail, plus voice and video services, calendar
TIP functionality, and document-editing capabilities. (For $120 per year, you can

increase that 30B of storage to unlimited if you have fewer than five users in
your business.)

3 Outlook or Outlook Express: Microsoft created two versions of its e-mail
messaging system:

Outlook 365: Part of the Microsoft Office 365 suite of applications designed
for businesses, Outlook 365 is the more advanced e-mail program that is
suitable for larger businesses.

Outlook: A personal version of Outlook is available if you have basic
requirements. The program'’s limited functions are suitable for your small
or start-up business.

To compare features and download the most recent version, go to the
Microsoft website (https://products.office.com/en-us/compare—
microsoft-office-products).
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Using document-viewing software
and other useful applications

As you begin using the Internet and your computer to communicate, you might
find that several programs come in handy. Frequently, you receive a document as
an attachment to an e-mail message. Depending on the program the sender used
to create the document, it can be in any of a number of formats: a Word file, a PDF
(Portable Document Format) file, or an image saved in one of a slew of formats,
such as a TIF, GIF, BPM, or JPEG. Even if you don’t have exactly the same program
as the sender of the file, you can still open and view these files if you have the
right software.

We suggest installing the following programs on your desktop so that you’re pre-
pared to receive and view information in a variety of formats:

»

»

»

»

Adobe Acrobat (Reader): PDF files are electronic documents that you might
receive in e-mail or download from a website. To view, print, or search PDF
files, you must have the free Adobe reader software loaded on your com-
puter. Depending on your needs, you may benefit from other services offered
as part of the Adobe solution, including Creative Cloud and Marketing Cloud
(each available on a paid plan that starts at $29.99 per month). To get the free
reader software, download it at the Adobe Acrobat website (www . adobe . com).

File compression: When you send or receive large files, you should have the
capability to compress the files so that you can more efficiently send them by
e-mail. You can purchase a tool such as WinZip, which allows you to zip
(compress) and unzip files and complete folders and is available for $29. But
both Windows and Mac OS X come with a compatible compression program
built-in.

File storage and sharing programs: You'll want to back up your important
files as well as access files from remote locations. In addition, you may need
an easy way to share files between employees or with clients and vendors. For
cloud-based storage, check out Apple iCloud, Google Drive, or Microsoft
OneDrive. One of the most popular solutions is Dropbox (www . dropbox . com),
which has a basic free service and a for-fee service (100GB for less than $100
per year, which can be paid monthly) that has more storage, additional
features, and increased security.

Movie and audio player: If you ever visit news sites, such as CNN, you
probably come across video or audio clips in news stories that you can view or
listen to online. More websites are offering audio and video clips, whether as
part of an online small-business training course or a preview of a newly
released Hollywood movie. To hear and see these clips, you must have a
viewer or player installed on your computer. Microsoft includes Windows
Media Player as a built-in player for the Windows operating system.
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Apple makes the easy-to-install player QuickTime Player, which works on
either a PC or a Mac. To install the player, follow the download instructions at
the Apple website (www.apple.com/quicktime/download). Or try RealPlayer,
which also works on multiple platforms. It's available at www.real . com. Adobe
Flash Player is another browser plug-in that you may need, if it's not already
installed (for example, Google Chrome has Flash Player built in and will
automatically update new versions). To install it, visit www . get . adobe . com/
flashplayer. Of course, having a Flash player isn't the necessity it was at one
time. The use of Flash is not only decreasing at a rapid rate, but browsers are
increasingly blocking Flash from playing due to security risks.

Your Essential Software Toolkit

80

TIP

Most businesses require some robust software programs to handle their core
business activities, such as generating printed letters and invoices, juggling
finances, designing marketing pieces, and making sales presentations. As you
might expect, your choice of business software is almost endless. Some essential
programs, however, are important to add to your computer now.

When you buy a new computer, be aware that some basic software packages, such
as Microsoft Works, are often included with the system. If the included software
isn’t your first choice, negotiate with the salesperson to trade for different soft-
ware. Or if you order online, look for deals that let you add software programs at
the time of purchase for less than the full retail price. If you’re currently enrolled
as a student or an educator, you may also qualify for a discounted version of some
software packages.

This list describes some core software packages you should consider:

3 Word processing software: Working with documents, either creating or
reading them, is standard procedure in business. A few word processing
software solutions are available. For instance, your computer might come with
WordPad, a simple, easy-to-use program. For extended features, however, try
a more advanced program, such as Microsoft Word (www.microsoft.com/
office) or Microsoft Office 365 for business, which is available as a cloud-
based solution for as little as $5 per month, per user. WordPerfect (www.
corel .com/wordper fect) is another affordable option, as is the popular
Google Docs (docs . google. com). For Mac users, consider Pages (www.apple.
com/mac/pages), available for a one-time fee of $20. If you're looking for a
good, free alternative, try the leading open-source word processing option,
OpenOffice (www.openoffice.org).
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¥ Graphics or imaging software: Any time you work with images, graphics
software becomes a necessity. You can use this software for everything from
creating logos to editing digital photo images. Your computer might come
with a paint program that allows you to draw images and do basic photo
editing. Depending on your needs, though, you can also explore more
advanced graphics software, such as Paint Shop Pro (www . paintshoppro.
com) or Adobe Creative Cloud (www.adobe.com/creativecloud). Free
alternatives are available, including GIMP (www . gimp . org), which is available
for the PC and the Mac.

¥ Presentation software: This type of software allows you to create a profes-
sional presentation by using text and graphics and applying special effects to
the content. PowerPoint (www.office.microsoft.com/powerpoint), part of
Microsoft Office 365, is one of the most recognized presentation software
products. Its ease of use makes it a good match for use in your business. You
can create information on individual slides that can be viewed one by one or
run in sequence in a slide show. Good alternatives to PowerPoint are Keynote
for Mac (www . apple.com/mac/keynote) and Prezi (www . prezi . com), which is
easy to use and includes animation and sound.

Many of these software programs can be expensive. Before investing, look for trial

@ versions, which allow you to use the full program for free for a limited time, or

a cloud-based option, which provides an inexpensive, monthly pay-as-you-go

TIP plan. In this way, you can find out if you really need the program before spending
a lot of money on it.

Connectivity: Today's Internet
Options and More

Considering the variety of Internet service choices you have and the number of
providers in business, now is certainly a great time to start an online business.
You can select a plan that truly meets your needs and doesn’t break the bank. One
area that you should not skimp on for your online business is your Internet service.
After all, it (along with hosting for your site) is the backbone of your business.

An Internet broadband connection works by carrying many different channels of
data over a single wire, or source. The continued growth in e-commerce is cred-
ited to the ever-expanding number of consumers who have access to a broadband
connection in their homes, which makes shopping online faster and easier.
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Two types of broadband are commonly available:

3 DSL: Digital Subscriber Service gives you a high-speed connection by using a
normal phone line and digital modem capabilities. Don't worry about your
phone line being constantly busy, though: After special equipment is installed
on your end, your phone line can be used simultaneously for accessing the
Internet and for regular voice communication. Because phone companies
providing the service were slow to establish access to all areas, you might live
in a neighborhood that simply cannot support the DSL option.

3 Cable modem: Much like DSL, cable provides a very high-speed connection.
Typically considered faster than DSL, it's chosen by many users for its
outlandish speed. However, cable modems use shared bandwidth, whereas
DSL uses dedicated bandwidth. The shared cable network is associated with a
higher security risk. We discuss these and other security issues in Book 5.
(Ethernet also offers a very high-speed, dedicated bandwidth that, like DSL, is
a more secure option.)

to $60 per month. With the increasing demand for faster service, companies are
charging more, but bundled services (that combine connectivity for the web and

RememBer  Voice service) may offer a break in pricing. If you are lucky enough to live in a
city that is eligible for Google Fiber services, you can expect even lower prices for
much higher speeds. Shop around for the best deal before you settle on a service
provider.

@ Although pricing plans for cable and DSL fluctuate, plan to spend at least $40
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IN THIS CHAPTER

» Keeping your business within the law

» Determining whether you can legally
work from home

» Obtaining the necessary licenses to
operate your business

Chapter 1
Minding the Law

©

REMEMBER

ne of the first things you discover in owning a business is that you cannot

avoid certain specific legal requirements. An Internet business is subject

to not only traditional laws imposed on any company but also further
regulation. As with the rest of the Net, these rules change quickly, and the burden
to keep up is on you.

In this chapter, we review the basic laws so that you can start setting up shop.

We’re not lawyers, and laws differ from state to state. So if you’re the least bit
concerned, consult a local attorney to answer any of your questions.

Keeping Your Business Legal

Whether you have an online business or an offline business, you must do certain
things to set yourself up and operate legally. If you already have a business that
you’re taking online, this advice is probably old news. But if you’re starting your
online business from scratch, read on.

Admittedly, quite a few business-related laws exist. As an online business,
you must comply with any government regulations specific to e-commerce, as
determined by the Federal Trade Commission (FTC). In addition to all federally
imposed regulations, you’re also subject to any applicable state, county, and city
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FIGURE 1-1:

The SBA offers
resources to
help you better
understand basic
business law.
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laws. If you’re selling to companies or individuals outside the United States, you
must also comply with International Trade Law. On its website, the U.S. Small
Business Administration (SBA) provides good information about business law and
regulations, including specific legal requirements for online businesses, as shown
in Figure 1-1. You can find this information under the resource tab titled “Starting
and Managing,” when you visit www . sba. gov.
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At first pass, these legal obligations can be a bit overwhelming. Like everything
else in business, though, you take one step at a time and, before you know it, you
have a handle on the situation. The same is true with the legalities of operating
an online business. Start out on the right foot by getting up to speed with these
basic requirements.

Depending on the type of business you’re conducting over the Internet, additional
laws or regulations might apply to you. Several good sources to help you research
this information include

¥ Atrade association in your industry
¥ Your local Chamber of Commerce

¥ State and local government websites
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HEALTH DEPARTMENT PERMIT

If you manufacture, package, or distribute food-related products as part of your online
business, you need a permit from the health department. The permit (along with any
necessary on-site inspections) is handled by your city or county health department.
There may be additional regulations or restrictions concerning the type of facility from
which you make and package your food, including home kitchens. Sometimes regula-
tions are based on sales volume of the food product. The legalities of selling food are
specific. It is important to complete your due diligence and adhere to the requirements.
You might also be subject to certain regulations of the Food and Drug Administration
(FDA). For instance, if you're making homemade jelly and selling it over the Internet,
you might be required to meet certain labeling standards that detail ingredients and
nutritional information. You can obtain a complete food-labeling guide, along with other
information about starting and operating an online food business on the FDA website
(www . fda.gov/food).

You can get a small-business food-labeling exemption if you don't exceed certain annual
sales levels or if you don't make nutritional claims in your advertising.

Federal tax identification number

If you have employees or your business is a corporation or partnership, you need
a federal tax ID. Officially known as an employer identification number (EIN), this
9-digit number is used to identify a company whenever its owner files certain
forms and tax returns.

You can apply for a federal tax ID via the online EIN application at the Internal
Revenue Service (IRS) website at www. irs.gov/Businesses/Small-Businesses-
&-Self-Employed/Employer-ID-Numbers-EINs. Or if you prefer, you can down-
load the required Form SS-4 and submit the application by fax or regular U.S.
mail.

The EIN is requested on many different types of business documents, from bank

accounts to loan applications. If you don’t have a federal tax ID number, you can
use your Social Security number instead.
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THE $500,000 QUESTION: HOW DO YOU
PROTECT CUSTOMER DATA?

The Payment Card Industry Data Security Standard (PCI DSS) is a set of guidelines for
all merchants who accept credit cards, including e-commerce merchants. PCI DSS helps
ensure that merchants keep customer data secure when they're collecting, processing,
and storing personal and financial information.

The release and continued maintenance of this standard is in response to the ongoing
increase in identity theft and stolen credit card numbers obtained from Internet sites.
Credit card companies, under pressure to tighten security measures, collaborated to
issue this worldwide security standard.

Failure to comply with the standard can result in some outrageous penalties, including
fines of up to $500,000 per incident or possible cancellation of your merchant account.
Overall, the measure to increase the protection of your customers’ data is a good one.
Unfortunately, it's one more regulation that even very small companies must comply
with to avoid penalties. Among the requirements of the standard, companies must

® |nstall and maintain a firewall configuration to protect data

® Not use vendor-supplied defaults for system passwords and other security
passwords

® Protect stored data

® Encrypt the transmission of cardholder data and sensitive information across public
networks

® Use and regularly update antivirus software
® Develop and maintain secure systems and applications
® Restrict business access to data based on job description and needs

® Assign a unique ID to each person who accesses the computer used for financial
data

® Track and monitor all access to network resources and cardholder data
® Regularly test security systems and processes
® Maintain a policy that addresses information security
The PCl Security Standards Council (www . pcisecuritystandards.org) manages and

publishes the most current guidelines for compliance with the standards, including
guidelines for small merchants and for accepting mobile payments with smartphones
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and tablets. Payment card companies, however, are responsible for enforcing compli-
ance with the standards.

As a merchant, and as part of the validation process, you might have to complete a
PCI DSS Self-Assessment Questionnaire (SAQ). You can access the questionnaire by
visitingwww . pcisecuritystandards.org/pci_security/completing_self_
assessment. For specific information about compliance, including information on
specific payment card company requirements, go to www . pcisecuritystandards.
orgpci_security/how.

Resale certificate

If you sell any type of product, your state might require that you collect and pay a
sales tax on every sale. If so, you need to apply for a resale certificate (often asso-
ciated with buying wholesale). Be aware that the amount of sales tax to collect,
the dates the tax is due, and the rules of collection vary by state. For that reason,
you should check the regulations for the state in which your business is physically
located. Because exceptions to the rules often exist or other details can be difficult
to understand, also consider talking with a certified public accountant.

Business bank account

When you first begin to operate a business, you might be tempted to run all your
money through an existing personal account. Trust us: This technique happens
quite often and is rarely a good idea. Why do people do it? If you're just testing
out your business idea, opening a separate account might seem unnecessary. Or
perhaps you view it as a way to save some money on bank fees. Unless you plan
to maintain your idea strictly as a hobby, however, you need to open a business
bank account immediately. Otherwise, it becomes too easy to commingle personal
and business expenses. How can you possibly separate them if they share a bank
account?

When you open a business account, the bank needs specific information, such as a
copy of your business license, your federal tax ID number or Social Security num-
ber, and, possibly, proof of incorporation if you want your legally incorporated
business name on the account.

Consider opening two bank accounts: one for all your daily transactions and the
other for dealing with sales tax, employee withholding, and other regular tax pay-
ments. Keeping these items separate and using simple money transfers from one
account to another can help you keep your payroll and employee finances separate
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and easier to manage. Meet with your bank’s manager to find out what perks may
be available when opening one or more business accounts.

Employee forms

When you hire others to work for your company (even if you are your only
employee), the IRS wants to be in the know, and that involves forms, of course.
You should be familiar with several forms required by the IRS:

3 Form W-9: When you hire independent contractors (nonemployees), consul-
tants, or self-employed individuals to perform work, have them complete IRS
Form W-9. This form provides you with the information you need to report
earnings to the IRS and generate a Form 1099 (see the next bullet point) that
reports their earnings at the end of the year.

When you're hiring independent contractors, be sure to check the IRS

@ definition of what constitutes a contractor (versus an employee). For instance,
if you have workspace available at your office for the contractor or require the
TIP person to work a set schedule, you could cause an independent contractor to

be considered an employee. If that's the case, you're responsible for withhold-
ing taxes. You can even be fined (with interest) if you don't withhold wages
and the mistake is discovered later.

3 Form 1099: If you hire someone (other than an employee or a corporation) to
do work for your company, you need to send that person a Form 1099 at the
end of the year. (You are legally mandated to provide a copy of the form to
the recipient by January 31 of the following year.) You're required to complete
this form only if you made one or more payments to the individual totaling
$600 or more within the tax year. If you're not incorporated and provide a
service for another company, you receive a Form 1099.

If you barter or trade services or products with another company, the IRS
expects you to report, on Form 1099, the value of that trade as income.

REMEMBER 3 Form W-4: If you have employees, they must fill out Form W-4s so that you
can withhold, report, and deposit their correct amount of employment-related
taxes. You're responsible for withholding, or taking out, money for income tax,
Social Security, Medicare, and federal unemployment taxes (FUTA).

3 Form W-2: By the last day of January following the end of each calendar year,
you're responsible for sending this form to your employees. A W-2 reports the
total income an employee earned from you during the preceding calendar
year, along with the amount of money you withheld for various taxes during
the year.
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Zoning for Business (at Home)

TIP

Your home is the ideal place to start an online business. Working out of your
house makes business setup quick and easy, and it equates to low overhead. Before
you convert that spare bedroom into an office, however, you need to determine
whether you’re allowed to operate a business from your home.

The answer typically comes down to a single word: zoning. Most cities and towns
have zoning ordinances that define how a particular piece of land or group of
properties can be used. They further specify which types of activities can occur
there. For example, some neighborhoods are zoned for residential, which means
that only single-family homes can be built in that area. Other areas might allow
multifamily (apartments) residential. In the area of commercial or business use,
the zoning becomes more complicated because businesses are often separated by
types of industry. An area might also be labeled mixed use, which allows both resi-
dential and some types of limited commercial activity.

How do you decide whether your residential neighborhood is zoned for business?
Check with your city’s licensing or planning department. When you provide your
address, the city clerk can tell you whether your neighborhood has any restric-
tions that would prevent you from opening your business.

Some cities and counties make zoning maps, along with a detailed list of city ordi-
nances, available online. If your city has a website, start there first.

Assuming that all goes well and you find no restrictive ordinances, you’ll be in
business quickly. But sometimes this isn’t the case and your home-based busi-
ness isn’t allowed. Then you have to ask for a variance, or an exception to the
zoning ordinance. Fortunately, because millions of people are working from home
now, many cities have already established criteria for such exceptions. Even if
your neighborhood isn’t specifically zoned for business, therefore, your city might
allow small home-based businesses if they meet certain conditions.

To grant a variance, cities and counties want assurance that your business doesn’t
have

¥ High-volume street traffic

¥ Increased activity (by customers) in and out of the home
¥ Large trucks on-site (delivery trucks or company vehicles)
¥ Required additional parking

¥ Exterior signage
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¥ The use or storage of harmful chemicals
¥ Warehousing of a large number of products

¥ The on-site sale of products to the public (such as what takes place at retail
locations)

¥ Employees (usually more than three or four) working on-site

These conditions are in place primarily to ensure that your business activities do
not adversely affect your neighbors nor have an effect on residential property val-
ues. Luckily, most Internet-based endeavors don’t create such nuisances. Be sure
to reiterate this point with city planners when you’re pursuing a variance request
for your business.

If your business involves storing and shipping large numbers of products, you
might want to lease an off-site storage facility or arrange to have your products
shipped from a distribution facility. It not only eases concerns from city officials
initially but is also a good preventive measure to keep your neighbors happy.

Increasingly, zoning isn’t the only concern when you’re starting a home-based
business. Many cities are now requiring home occupational permits. If you want
to operate from your home, you’re required to have this permit — no matter
what your business. The good news is that certain occupations or business types
are often automatically granted permits (and computer or Internet-related busi-
nesses are almost always included). However, you might have to qualify for a
permit based on a long list of conditions that are similar to the criteria used in
seeking a zoning variance (noise, traffic, on-site sales, and employees, for exam-
ple). When you apply for a home occupational permit, you might also be asked to
provide a list of all your neighbors and their addresses. The city then sends notice
of your intent to operate a business from your home and gives your neighbors an
opportunity to object. Even with this caveat, obtaining a home occupational per-
mit can be much easier (and faster) than having to get a zoning variance granted.
When you apply for the permit, expect to pay a small fee, ranging from $1 to $75.

A home occupational permit doesn’t take the place of a business license. To oper-
ate legally, you must have both. See the next section to find out how to obtain the
all-important business license.

Is that all you have to do? Not quite. Even if your home clears municipal zoning
ordinances and home occupational permits, other obstacles can stop you from
operating a home-based business, or alter the way in which you operate:

3 Your homeowners' association: Residents of subdivisions, condominiums,
and some neighborhood communities often have homeowners' associations.
If you're in this group, some restrictive covenants (or rules) probably govern
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your home and what you do to it, with it, and in it. The rules might also cover
operating a business from your house. Read your covenants or bylaws
carefully because even if your city doesn't restrict your business use of your
home, these covenants might. If a problem exists, you can always go to the
board of directors that manages your homeowners' association and try to
obtain an exception.

¥ Landlords: If you lease an apartment or house, the rental agreement might
prohibit you from conducting any business activity on the property. Review
your lease thoroughly for clauses that specify how you can use the property.

If you choose to ignore legal restrictions concerning how your property can be
used, you're taking a considerable risk. If your business activity is discovered,
city officials could shut down your business, your homeowner’s association could
impose steep fines (and even put a lien on your home), or your landlord could
evict you.

Obtaining Business Licenses

TIP

Regardless of where your business is located, you need a license to operate it. A
business license is a piece of paper granting you the right to do business within a
city, county, or state. Licenses are typically valid for a one- or two-year period
and are nontransferable. (If you sell the business, the license is void.) You have to
pay a fee when you apply for your license. The amount is often based on the type
of business you operate and can range from $25 to several thousand dollars.

You (and not a city clerk) should specify which business category you fall under
when you apply for your license, because a category specifically for an Internet-
based, or e-commerce, business might not exist. Instead, you have to select a broad
category based on the specific activity conducted through your site. Some catego-
ries can require steep licensing fees and might not, in fact, apply to you. Scour the
entire list and the accompanying fees. Then choose the one most related to your
business and with the lowest fee.

In addition to obtaining a city-issued license, you might be required to have a
license for the county in which you’re operating your business. This license is
similar to a city license but is often less restrictive and less expensive. Be aware
that some occupations (building contractors, realtors, and other professional ser-
vice providers, for example) might further require that you obtain a state license.
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Although you probably don’t need a state license to operate your online business,
you can double-check by visiting your state’s website.

To help you find out where to go for your city and county licenses, the SBA
offers an online list for all 51 states, plus Puerto Rico, Guam, and the U.S. Vir-
gin Islands. You can find the Where to Obtain Business Licenses list at the SBA.

TIP gov  site:  www.sba.gov/starting-business/business-licenses-permits/
state-licenses—permits.
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IN THIS CHAPTER

» Deciding which business form is best
suited to you

» Establishing yourself as a sole
proprietorship

» Evaluating alternative legal
structures

» Operating by the rules of
incorporation

» Modifying your ownership structure

Chapter 2

Choosing the Right
Foundation: From
Partnerships to
Corporations

t the top of every start-up checklist is a line item that reads “Establish

the formal structure of your business.” This line means that you start by

deciding how you want your company legally organized. You can be the
sole owner or have 2 partners or 50 shareholders. Each form of business has defi-
nite advantages and disadvantages, depending on your goals for the business.

Read the information we provide in this chapter about all these options before
making your final decision.
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Strategizing for the Best Organization

TIP

Choosing how to set up your business is easier than you might think. Consider-
ing that you have only four primary choices, the odds of narrowing the selection
quickly are in your favor. Yet one of the most frequently asked questions when
someone is starting a business is “Which structure is best for me?” To get started,
you need to resolve four key issues:

»

»

»

»

Ownership: Deciding who ultimately owns or controls your company is a
primary influence on your choice of legal structure. A second factor is the
number of people who control the business. Some forms of business are
limited by both the number of owners and the type of owner (individual or
corporation) it can have.

Liability: You must choose where you want the legal responsibility for the
business to reside. Deciding whether you're comfortable accepting full liability
for the actions of the company or whether you need the protection (or veil) of
a corporation is an important choice.

Taxes: Each of the business structures is subject to various forms of taxation.
For instance, you might pay a self-employment tax based on your earnings. Or
you could be taxed on the dividends paid out to all owners from the business.
In the case of one type of incorporation, you might even experience double
taxation — paying tax as the business and again as an individual stockholder.

Because the tax issues are so complex, talk with a tax attorney or certified public
accountant to determine which option best fits your specific circumstances.

Funding: The way in which you finance the growth of your company can play a
significant role in determining its structure. If you're bootstrapping (self-financing)
the company, any of the structures might work for you. However, if you seek
outside financing from angel investors or venture capitalists, you need the
option of having stock available for distribution. If another business entity plans
to own stock in your company, your choice of business structure is severely
limited. See Book 1, Chapter 4 for more info on how to fund your business.

Now that you understand these four primary areas of concern, you should have a
better idea of where your specific requirements fit in. To make your final decision,
read the detailed descriptions in the following sections for each business entity.

Operating Alone as a Sole Proprietor

If you're interested in simplicity, look no further. A sole proprietorship is recog-
nized as the quickest, easiest, and least expensive method of forming a business.
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The main caveat is that only one person can operate as a sole proprietor. You and
the business are literally the same entity. The upside of that arrangement is the
ease of getting up and running. With the mere act of conducting business (and
obtaining a license), you’re considered a sole proprietor.

The downside of being a sole proprietor is the potential legal ramifications.
Because you and the company are one, you’re fully accountable for the losses of
the business along with any legal matters. Whether the business is involved with
lawsuits or problems with creditors, you’re personally liable. No corporate protec-
tion is available — your personal assets (such as your home) can be sold and your
personal bank accounts used to pay off creditors.

As a sole proprietor, you’re also responsible for all taxes. The profits and losses
of the business are listed on Schedule C on your personal tax return. And you
pay self-employment tax (Schedule SE), which is a combined Social Security and
Medicare tax. The self-employment tax is calculated as a percentage of your earn-
ings; as of the 2016 tax year, the percentage is 15.3 percent (12.4 percent for Social
Security and 2.9 percent for Medicare). Up to $118,500 of your self-employment
income is subject to the Social Security tax, and all your income is subject to the
Medicare tax.

In addition to obtaining a business license and paying taxes, you must address two
other topics if you’re considering operating as a sole proprietor:

3 Registering your company name

¥ Forming a sole proprietorship with your spouse

We discuss these topics in the next two sections.

Fictitious name registration

Unless you choose to operate your company under your exact legal name (or use
your last name), you need to register a fictitious name with the state. The name of
your company is different from that of its legal owner (you). Suppose that your
name is John Smith and you decide to name your company Online Information
Services. By registering that fictitious name, you become John Smith dba (doing
business as) Online Information Services. Your business name should then appear
on your checking account, business license, and any other legal documents.

Check with your city and state governments to determine how you should register
your fictitious name. Some states require only that you submit an application and
pay a small filing fee. Others mandate that you publish in a newspaper your intent
to use the fictitious name before you begin to use it.
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Husband and wife sole proprietorship

Togetherness is a wonderful thing, as you and your spouse might have found out
when you got married. You and your spouse might even want to operate a business
together. Does this mean that you no longer qualify for the simplified structure of
a sole proprietorship? That depends.

The IRS legally recognizes a sole proprietor as having only one owner. If a spouse is
working for the company, the IRS expects you to treat that person as an employee
(which means that you have to pay payroll taxes). Alternatively, if your spouse has
an active ownership role in the company, the IRS treats the business as a partner-
ship (which means that both of you are taxed separately on the income). However,
some tax advisors suggest that you can still file as a sole proprietor even if your
spouse participates in the company. When you file a Schedule C on your joint tax
return, all business income is viewed as one sum for both of you, although the IRS
still views your business as belonging to a single owner.

To avoid paying payroll taxes, you may choose to classify your spouse as a volun-
teer. Your spouse is then only occasionally active in the business and doesn’t get
credit toward Social Security.

If the IRS determines that your spouse works regular, consistent hours, it could
mean instant classification as an employee. At that point, you might be responsible
for paying a hefty sum of back taxes and penalties. Always consult a professional
tax advisor to ensure that you’re operating within the allowable classifications
designated by the IRS.

Sharing the Load with a Partnership

98

In some ways, a general partnership is similar to a sole proprietorship: It’s rela-
tively simple and inexpensive to form. Issues of liability and taxes reside fully
with its owners. The primary difference with a partnership is that it allows you to
have multiple owners.

Although the terms of this type of partnership can be based on a verbal agree-
ment, you should spell out the conditions in writing, for two reasons:

¥ Dispute resolution: Having the specific details of your original agreement in
writing is handy if a dispute arises between you and your partner (or partners).

3 Proof of partnership: If something happens and a written document cannot be
produced, you and your partners are assumed to share equally in all aspects of the
business. Proving otherwise in a court of law, or to the IRS, could prove difficult.
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When you define your partnership, the basic agreement should address these
areas:

¥ Structure: Shows what percentage of the company is owned by each partner

¥ Control: Defines which partner is responsible for which part of the daily
management of the company

¥ Profits: Details the division of profits and losses and the time frame for
distributing profits to the partners

A partnership arrangement brings up certain questions that you must consider at
the beginning of a partnership:

3 How much money and time will each partner contribute, and how will
decisions for the company be made?

¥ What happens if one partner stops contributing, can no longer be actively
involved, or wants out of the partnership?

3 Can you buy out the interest of another partner, or will the partnership be
dissolved automatically when a dispute cannot be settled?

¥ How will ownership be transferred if one partner dies or is involved in a
divorce (especially if the partners are married to each other)?

3 How will an owner’s share in the company be redistributed?

These questions are tough to answer. You probably don’t want to believe that any-
thing will go wrong between you and your partners. Unfortunately, for one reason
or another, partnerships go sour all the time.

The most successful partnerships are those in which issues such as these were
openly discussed and agreed on up front. Likewise, individual owners who have
survived a failed partnership have done so because a written agreement was in
place. Considering that you and your partners are personally liable for the actions
of your company, a formal partnership agreement is your best chance for avoid-
ing problems.

Limited Liability Company

If you prefer entering into a business using an entity that offers a bit more legal
protection to you and your partners than a partnership, a limited liability company
(LLC) might interest you. (Although some states also recognize a limited liability
partnership, or LLP, the LLC is more common.)
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The LLC combines the flexibility of a partnership with the formal structure and
legal protection provided by a corporation. As in a general partnership, income is
passed through to the individual partners, and profits can be distributed accord-
ing to your agreement. (Note that profit doesn’t have to be split equally among
partners.) An LLC allows you to have an unlimited number of partners, and per-
mits you to raise money for the business by taking on investors (including other
corporations) as members. Additionally, members or partners of the LLC aren’t
personally liable for the actions of the corporation.

If you choose to form an LLC, you have to file with the state, although the
requirements typically aren’t as stringent as they are in a corporation. (You’re
not required to maintain bylaws or keep minutes of annual board meetings, for
example.) However, the requirements for forming an LLC vary by state, so you
have to research those requirements for the state in which you file.

Making It Official with Incorporation

100

One option to consider when you’re establishing a business is whether to incorpo-
rate. A corporation is a legal entity that’s separate from the individuals who create
or work for it. Stock in a corporation is issued to individuals or to other business
entities that form the ownership of the company.

Different flavors of corporations

Depending on your situation, you can choose one of two types of corporation:

3 C corporation (or C corp): This traditional form of a corporation typically
offers the most flexibility when you're seeking investors. A C corp is allowed to
have unlimited shareholders, usually with no restrictions on who they are. The
downside is the way in which this status of corporation is taxed. In a concept
commonly referred to as double taxation, the business is taxed first on its
income and then its individual shareholders must also pay tax.

3 S corporation (or S corp): Electing to have Subchapter S status, or to become
an S corp, is an option for your company if you have a limited number of
shareholders (as few as just you and usually no more than 35). The sharehold-
ers must all be individuals (they cannot be corporations or other business
entities), and they must be legal U.S. residents. You also have to agree to
operate the business on a calendar year for tax purposes. The advantage of
becoming an S corp is that you avoid double taxation. (Profits and losses are
passed through to shareholders.)
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The choice to incorporate

The biggest advantage to incorporating is that it offers legal protection to its own-
ers. As an individual shareholder, you’re not personally liable, as you are with
a sole proprietorship or general partnership. You might find that a corporation
offers significant tax advantages, too. If you’re seeking investment capital or plan
to take the company public with an initial public offering (IPO), a corporation
gives you the most flexibility to do so. Even if you have no plans to go public,
being incorporated provides the opportunity to build your personal wealth in the
form of an individual or one-participant 401(k) plan, which is also referred to as a
solo 401(k) plan. Saving for retirement using a traditional 401(k) plan can be a big
advantage of incorporating as an S corp.

Incorporating has a few disadvantages, too. For starters, you must file or register
your corporation with your state. This process involves a large amount of paper-
work, which takes some time. To file, you have to submit articles of incorporation
that state (among other information)

¥ The purpose of your business
¥ The name of the company
¥ The name of the owner

3 The company's location

You also have to submit bylaws, which describe how the company is run, and a list
of officers, or the people who direct the company in its daily decisions, such as a
president, secretary, and treasurer.

After your corporation is approved by the state, your responsibilities don’t end
there. To maintain the corporation’s status, you’re required to issue stock, hold
annual board meetings (with its officers), and record minutes of these meet-
ings. These formal requirements of a corporation can be cumbersome for you,
especially when you’re starting a new business. In addition, a corporation has to
file separate tax forms, which are typically more complicated than an individual
return. You could be doubling your efforts — and your expense — while trying to
comply with taxes.

If the corporate veil is pierced, you can be held personally responsible for the debts
and legal concerns of your corporation. This situation happens when you don’t
properly uphold the requirements of your corporation. Any protection offered by
the corporation is therefore forfeited.

Forming a corporation isn’t the cheapest method of starting a business, either.
If you hire an attorney to file the necessary paperwork with the state, expect to
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spend close to $1,000 or more in legal expenses and filing fees. Even if you elect
to incorporate yourself or do it through an online service, it can still cost several
hundred dollars. You pay, at the least, an initial filing fee with the state and then
an annual fee to maintain your status.

Changing Your Organization as It Grows

102

REMEMBER

REMEMBER

Just because you select one form of structure when you’re starting your business
doesn’t mean that you’re stuck with it forever. As with other decisions you make
along the way, you might find that your growing company warrants a differ-
ent legal structure at some point. The ideal situation is to select a structure that
gives you the most flexibility at the time you start up. Sometimes, though, that’s
not reasonable. The next-best plan of action is to understand when and how you
should change your organization.

Perhaps the best indicators are those related to money and ownership. As a small-
business owner, if you use your money better through different tax strategies,
waste no time making the transition. Many businesses start out as sole propri-
etorships because that option is simple. When the owner hits a certain level of
income, however, it makes sense to incorporate based on the amount of self-
employment taxes being paid. The advantage of saving several thousand dollars
outweighs the compliance burden of incorporation. As they say, it’s a no-brainer!

Then there’s the matter of owner status. As a sole proprietor, if you take on an
additional owner, you have to convert to a partnership or some form of corpora-
tion. Similarly, if you’re operating a general partnership and then decide to seek
out other owners for investment purposes, forming a corporation and offering
stock might make sense.

You can much more easily switch from a sole proprietorship or partnership to a
corporation than vice versa. After you incorporate a business, you’re expected to
meet payroll and wage-related tax requirements as defined by the IRS, and you’re
expected to hold shareholder meetings. If you decide that you cannot maintain a
formal corporation or that it’s no longer the best structure for your company, you
cannot simply stop meeting these requirements. Instead, you must follow certain
procedures to legally dissolve the business.

Before changing the status of your business, always consult with your certified
public accountant, attorney, or other trusted business advisor. Consider your
options carefully!
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» Understanding trademarks and
the law

» Establishing copyrights and your right
to be covered

» Registering your work

» Hiring lawyers instead

Chapter 3

The Trademark-and-
Copyright Two-Step

our business is important to you, and protecting your hard work and assets

is probably high on your list of concerns. From your company logo to your

business documentation to your website, making certain your intellectual
property (IP) is protected from improper use, plagiarism, and defamation is a
never-ending process.

In this chapter, we show you how to protect your investment by registering for
trademarks and filing your copyright.

Understanding Why Trademarks
and Copyrights Matter

Creating a distinctive name, symbol, or phrase for use in your business can involve
a lot of work. After all, branding companies are paid tens (or hundreds) of thou-
sands of dollars to come up with the right names for new products or services.
The same hard work and amount of time invested applies to a written work of art,
a clever body of text used on your website, or an original piece of artwork: If you
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go to the trouble of developing unique content, it’s probably worth protecting it
as your own.

To understand how to protect yourself, you have to enter the Land of Legalization.
Start by wrapping your brain cells around some extremely important words, as
defined by the U.S. government:

3 Copyright: A form of intellectual property law that protects original works of
authorship, including literary, dramatic, musical, and artistic works, such as
poetry, novels, movies, songs, computer software, and architecture. The
Library of Congress registers copyrights, which last for the life of the author
plus 70 years.

3 Patent: A property right granted by the government of the United States to an
inventor that excludes others from making, using, offering for sale, or selling
the invention throughout the United States or importing the invention into the
United States, in exchange for public disclosure of the invention when the
patent is granted.

¥ Trademark: Protects words, names, symbols, sounds, or colors that distin-
guish goods and services from those manufactured or sold by others and that
indicate the source of the goods. Trademarks can be renewed forever, or as
long as they're being used in commerce.

Obtaining one of these legal stamps to claim something as your own is a fairly
painless process. Taking this precaution can eventually translate into dollars
gained. Not having a product or logo protected makes it easier for someone to copy
or steal your idea. That’s money out of your pocket. Although having a trademark
or copyright might not prevent others from infringing on your work, it certainly
makes it easier to go after them in court if they do.

Although the rules for these protective marks are the same whether you’re conduct-
ing business online or off, the Internet has increased the stakes in some instances.
Having your information readily accessible by millions of people around the globe
makes it much easier for others to “borrow” from your hard work. That’s all the
more reason to make the effort to officially protect your information.

Making Your (Trade)Mark

104

Do you have to register your work to be protected? No. You might be surprised by
this answer, but a federal trademark isn’t a necessity. Suppose that you design
a symbol to be used as the logo for your online business. By placing that logo
on your site, and using it there and on any other business materials, you have
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established rights to it. So, why bother to officially register it? Obtaining federal
registration acts as a notice to the public that you own the mark. It can also assist
you if you decide to take action in a federal court to stop someone else from using
your work. Also, if you want to register your logo outside the United States, the
official registration provides the basis for you to do so.

Even if you choose not to formally register your work, you can use the trademark
symbol anyway. After you establish that brilliant tagline or artistic logo, go ahead
and place the trademark symbol (™) near your work. However, you cannot use the
symbol showing that the work is officially registered until you apply for registra-
tion and receive final notification that your mark is registered. At that time, you
can use the registered symbol (®).

Having a registered trademark doesn’t prevent others from infringing on its use.
After your work is registered, it’s up to you to enforce it.

REMEMBER

Protecting Your Investment
with Copyrights

As with trademarks, you don’t have to file for copyright protection to claim your
written work as your own. Copyright protection is in place at the time you create
your work. However, if you choose to file a lawsuit against someone for using your
information, the U.S. Copyright Office advises that you need the formal certificate
of registration as proof of ownership.

The good news is that copyrighting your information yourself isn’t expensive.
Online filing fees for a basic registration at the time of this writing are $35 to $55
per work. The fees can escalate depending on the type of work and the amount
being registered. You may also require a copyright search for a fee of $200 per
hour. The purpose of a copyright search is to identify if anyone else already
owns the right to the content. However, copyright searches are sometimes tricky
because not all files have been digitized and made available online (a current digi-
tization project is underway, but not yet complete). This means that searches of
copyrights prior to 1978, approximately 45 million cards of information, must be
sorted through the old-fashioned way — offline, in the U.S. copyright office in
Washington D.C. You can learn more about the copyright search process online at
www.copyright.gov/circs/circ23. pdf.

If you choose to register, certain rules pertain specifically to websites and other

material distributed online (such as documents you offer for download). For
instance, you can copyright any original information you include on your site.
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THE DIGITAL MILLENNIUM COPYRIGHT ACT

The Digital Millennium Copyright Act (DMCA) became law in 1998. This legislation pro-
vides enhanced copyright protection, specifically within electronic media (the Internet).
Generally, the DMCA makes illegal the use of technology to copy or pirate digital mate-
rial, such as software, music, and video. The DMCA further prohibits you from selling or
distributing technology that could permit this type of activity.

How does the DMCA affect you? The answer depends on your type of business. If your
website distributes music in any way, this law requires that you, as a webcaster, pay
appropriate licensing fees for that right. If you're a nonprofit organization, a library, or
an Internet service provider (ISP), you gain some added protection if someone uses your
system to distribute copyrighted material. If you're the owner of copyrighted material
and discover an infringement, you can report it to the ISP that's transmitting the infor-
mation and request that the material be removed. Other than in these situations, the
DMCA might not be a concern for you. You should be aware of it, though, because this
piece of legislation continues to be controversial. Potential changes to the legislation are
on the table because some technology companies view the DMCA as being too restric-
tive and interfere with business. Opponents also claim abuses of the legislation are
commonplace and must be stopped by the courts. As court cases evolve and changes
occur, you might discover that you're more affected than you thought.

Here are some other variables:

3 You can protect computer programs you have written.
3 You can protect entire databases.

3 You cannot copyright your domain name for your site (such as www .
mysiteisgreat.com).

¥ If you decide to send out an electronic newsletter to your customers each week,
it's protected under copyright laws, as long as the information is original.

The rules become more complicated when you discuss the period over which a
work is protected or the amount of work that can be copyrighted. For instance,
the original words on your website pages are protected. However, if you make
updates to any of your pages and change that information, it isn’t protected. In
other words, you aren’t given an unlimited copyright to your site’s content. If you
change the information (which you should do to keep your site fresh and current),
you must file another application and pay another filing fee.

Here’s an exception to this rule: An online computer program may be treated sepa-
rately. Online work that’s continuously updated can be classified as an automated
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database, which can have a single registration that covers updates over a 3-month
period (in the same calendar year). Or if you have material, such as an e-newsletter,
that’s updated daily or weekly, you might qualify for a group registration (or a
single registration that covers multiple issues).

For more flexibility when allowing others to use and share your online content,
such as blogs, website copy, and images, consider a Creative Commons license.
Creative Commons is a nonprofit organization that provides different types of
licenses for digital content that extend the way your copyrighted content is used
while remaining within the legal boundaries of copyright law. You can, for exam-
ple, grant users the right to share, edit, remix, or build upon your content based
on certain conditions. You choose to extend licenses based on the types of attribu-
tion and whether it is for commercial or noncommercial use. A Creative Commons
license works alongside a legal copyright and is not a replacement or an alterna-
tive to copyrighting your work. Copyright laws can be inflexible, but a Creative
Commons license allows widespread digital sharing while enabling you to retain
ownership of your work. You can learn more at www . creativecommons.org.

For complete details about copyrighting your online work, check out the official site
for the U.S. Copyright Office and its section about electronic content, “Copyright
Information for Online Works,” at www.copyright.gov/circs/circ66.pdf. As with
all advice in this book, when it comes to legalities, we highly advise you to consult an
attorney if you have any questions or concerns about any actions you need to take.

Establishing Registration Yourself

As we point out in the preceding section, establishing your work as your own is
as simple as creating it and using it. When you’re ready to take the extra step
to obtain proof of ownership, you can easily file for a trademark or copyright
yourself.

Getting your trademark

You can apply for a federal trademark all on your own. Follow these steps to work
through the registration process:

1. Go to the website of the U.S. Patent and Trademark Office (USPTO) at
www.uspto.gov.

The main page of the site lists current news and information about trademarks
and patents. In the middle of the page is a list of topics from which you can
choose more information.
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2. Under the Trademarks category, click the Apply Online (TEAS) link.

This step takes you to the Trademarks Electronic Application System (TEAS)
Online Filing page. The left side of the page contains links to detailed informa-
tion about enhancements to the system and important notices. The center of
the page contains important warnings, along with descriptions of filing options
and links to the application forms.

You can click on any of the Form links, which takes you to a new page with a
Note at the top which links you to information about What you should know
before filing. It provides complete filing information for first-time filers. You can
also access a link to an online tutorial (https://www.uspto.gov/
trademarks—getting-started/process—overview/trademark-
information-networks#heading-2) that shows you each step in the
registration process so that you know exactly which information you need to
file. You should visit these links before you start the registration process.

3. Inthe center of the page, there are three columns that describe each
type of TEAS Forms. Click the appropriate form name at the top of the
column to link to the Initial Application Form.

A new page opens with information about form options and filing fees. It also
has links to begin the filing procedure.

4. Click the File a TEAS Regular Application link to start the application
process.

5. Complete all steps.

After you complete the application tutorial, your mark is officially submitted for
approval.

Have your credit card ready when you file online. A filing fee, ranging from $275
to $325 per item, must accompany your online application.

Filing for a trademark can be tricky. You must be precise in the information you
provide, follow instructions to the letter, and complete the process within a speci-
fied time frame. The USPTO prefers that you get professional help and issues a
warning from the start, encouraging you to hire an attorney. If you are uncertain
about the filing process, it may be worth paying for a few hours of time for a
trademark attorney.

When the online registration is processed, you’ll receive a serial number for
your application. Use this serial number to check the status of your application
by calling 800-786-9199 or by using the Trademark Status and Document
Retrieval (TSDR) system at http://uspto.gov/trademarks-application—
process/check-status-view-documents.
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Filing for copyright
To file an application for obtaining a federal copyright of your work, follow these
steps:
1. Goto the website of the U.S. Copyright Office at www.copyright.gov.
The home page shows you a list of choices to get information.

2. Click the Register a Copyright image below the gray menu bar at the top
of the page.

3. Register with the Electronic Copyright Office by clicking the Login button
and then the “If you are a new user” link below the login boxes at top of
the page.

4. select the Register a New Claim link under the Copyright Registration
menu tab on the left side of the page.

The resulting page provides a list of specific steps of how to register a
copyright.

5. Follow the three steps as outlined on the site.

These steps include completing an online application, paying the filing fees,
and uploading your work using an accepted file format. Tutorials for each
stage help you complete the filing process successfully.

If you have trouble filing electronically, you can instead send the completed
application and copies of your work, along with the designated filing fee, to this
address:

Library of Congress Copyright Office

101 Independence Ave., S.E.

Washington, D.C. 20559-6000

After your registration is approved, you receive a certificate of registration (usu-
ally in 4 or 5 months).

Retaining Professional Assistance

Hiring an attorney who specializes in trademarks, patents, or copyrights can be
a good idea if your situation is complex or you’re not comfortable handling the
applications on your own. If you're pursuing registration in foreign countries,
hiring an attorney who’s familiar with international laws is invaluable. Because
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U.S. copyright and trademark laws are recognized in some, but not all, countries,
using an attorney can ensure that you’re fully protected.

You can expect to pay big bucks for the expertise of a professional. An experi-
enced attorney might charge anywhere from $125 to $250 (or more) per hour for
his or her service. This money is in addition to any filing or application fees you
might have to pay. For this fee, you can expect a trademark attorney to conduct
a thorough search of existing and pending marks that might conflict with yours.
The attorney should also complete all forms on your behalf and act as the primary
point of contact with the U.S. Patent and Trademark Office or the U.S. Copyright
Office.

To protect your investment, follow these tips when you’re hiring a professional:

¥ Look for an attorney who specializes in intellectual property or trademarks,
copyrights, and patents.

¥ Getreferrals from others you know who have used attorneys to register their
businesses.

¥ Clarify which portion of the work is conducted by the attorney and which part
is handled by legal aides (or junior partners).

¥ Discuss the attorney’s rate and whether you're billed up front.

¥ Ask for a written statement or estimate of how much you can expect the
process to cost.

¥ Confirm that the attorney is licensed.

You can search for an attorney in your area by using the referral guides on these
websites:

3 American Bar Association (ABA): Visit www . abanet . org to locate attorneys
in your area who can help you with your specific legal needs.

¥ FindLaw: FindLaw, atwww. findlaw.com, can also help you locate local
attorneys who specialize in various legal subjects, including trademark
policies.
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Chapter 4

Accounting for Taxes
(and Then Some)

nless you have a penchant for numbers, along with a love of crunching

them, accounting is probably the least fun part of owning a business. Even

so, we also recognize that it’s one of the most necessary business func-
tions. Why? It boils down to these two issues:

¥ Taxes: The Internal Revenue Service (IRS) demands that you keep accurate
records of the monetary side of your business. That way, you're sure to
contribute your fair share of taxes to Uncle Sam.

3 Profitability: IRS aside, you need to understand how well (or not so well) your
business is doing financially. Then you can make good strategic decisions for
its future — and yours!

Dread it as you may, you have to embrace accounting. Okay, perhaps not embrace it,
but you can at least learn to appreciate its value and commit to keeping up with it. To
help prepare you for that financial road ahead, we start by introducing you to some
basics of accounting. Before long, you may even look forward to balancing your check-
book. (Hey, anything is possible.) If you find that you just can’t hack the accounting
life, check out our advice on how and when to choose a professional to help you out.
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The Tax Man Cometh — Again and Again

TABLE 4-1

You’ve probably heard the saying that nothing in life is certain except death and
taxes. Suffice it to say that the latter is at least predictable. As a business owner,
you can count on the tax man regularly showing up on your doorstep. Rain or
shine, without fail, taxes come due at certain times of the year whether you like
it or not.

In Book 2, Chapter 2, we give you a glimpse of what to expect of the tax man when
we discuss the pros and cons of various ownership structures for your business
and how each form is taxed. Regardless of which type of business structure you
choose, you face many tax-related requirements when you run an online business.

For starters, several types of federal and state taxes are likely to apply to you, as
we describe in the next few sections.

Income tax

You pay income tax on the money your business earns. Almost every type of com-
pany has to file an annual income tax return. (The exception is the partnership,
which files only an information return.)

The important thing to know is that federal income tax is a pay-as-you-go
system — the IRS doesn’t want to wait until the end of the year to receive its
cut of your money. Instead, you must pay the amount of taxes that are due every
quarter. Because you don’t always know the exact amount to pay in time to file
by the IRS deadline (maybe an overdue invoice comes in at the last minute or a
refund has to be issued), you can estimate the tax amount for each quarter and
then submit that dollar amount. Table 4-1lists the appropriate IRS form to submit
when you’re estimating taxes, along with many other forms that the IRS says you
need, according to the type of organization you create.

IRS Tax Forms Based on Business Type

Organization Type Potentially Liable for This Type of Tax  Form or Forms Required

Sole proprietor

Income tax 1040 and Schedule C1 or C-EZ
(Schedule F1 for farm business)

Self-employment tax 1040 and Schedule SE

Estimated tax 1040-ES
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Organization Type Potentially Liable for This Type of Tax ~ Form or Forms Required

Employment taxes: Social Security 941 (943 for farm employees)
and Medicare taxes and income tax
withholding
Federal unemployment (FUTA) tax 940
Partnership Annual return of income 1065
Employment taxes Same as sole proprietor
Partner in a partnership Income tax 1040 and Schedule E
(individual)
Self-employment tax 1040 and Schedule SE
Estimated tax 1040-ES
Corporation or S Income tax 1120 (corporation) 1120S
corporation (S corporation)
Estimated tax 1120-W (corporation only)
Employment taxes 940, 941, or 943
S corporation shareholder  Income tax 1040 and Schedule E
Estimated tax 1040-ES
Employment tax

Your tax responsibilities don’t end, of course, with reporting your income.
Employees play a role, too. Whether you have one person (even if that’s you!)
or 100 people working for your company, if you hire employees to work in your
online business, you’re responsible for paying certain taxes on behalf of those
employees. Even if they work only part-time, you still have to keep up with the
paperwork and pay up.

These obligations are commonly referred to as payroll taxes. You must file with-
holding forms (along with the accompanying payment) to both the IRS and your
state treasury department. The types of taxes you pay on behalf of your employees
include

¥ Medicare and Social Security taxes (as part of the Federal Insurance
Contributions Act, or FICA)

¥ Federal income tax withholding

¥ Federal unemployment tax (FUTA)
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Calculating the withholding amount can be complicated. You start with the infor-
mation submitted by your employee on a Form W-9 and then use the tables
in IRS Publication 15, Employer’s Tax Guide (Section 9), which is available at
www. irs.gov/publications/p15/index.html. Withholding guidelines are updated
sometimes, so it is important to review the tax guide. The most recent changes
occurred in 2016. If you are still not sure how to calculate this amount or are uncer-
tain of changes to requirements and how they might apply to you, your financial
advisor (bookkeeper or accountant) can easily make the calculations for you.

With calculated withholding amounts in hand, you need to fork over payroll taxes
every quarter. You must file Form 941, Employer’s Quarterly Tax Return, by the last
day of the month that follows the end of the quarter. Table 4-2 shows the payroll
due dates for both paper filing and electronic filing.

TABLE 4-2 Due Dates for Payroll Taxes
Quarter Ends Normal Due Date Extended Due Date
March 31 April 30 May 10
June 30 July 31 August 10
September 30 October 31 November 10
December 31 January 31 February 10
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WARNING

In addition to providing payroll dates, the IRS website for small businesses offers
easy access to almost every other type of tax form you need to submit. The site
even contains an online learning center so that you can further educate yourself
about all tax and business start-up issues. You can see instructional videos online
atwww. irsvideos.gov/smallbusinesstaxpayer.

The rule of filing quarterly has some exceptions. Always check with your accoun-
tant or CPA to confirm that you’re filing properly. Otherwise, the IRS can slap you
with hefty penalties and interest (never a good thing).

If you believe that your employment taxes are $1,000 or less (and your liabil-
ity for Social Security, Medicare, and withheld federal income taxes is less than
$2,500 for the year), you may be eligible to submit payroll taxes annually. To do
S0, request Form 944.

You might want to file electronically. (Come on — if you’re running an online
business, you ought to be set up for filing online, right?) Although the process is
fairly easy, some paperwork is involved. In other words, don’t assume that you
can wait until the day before your taxes are due to sign up.

BOOK 2 Legal and Accounting


http://www.irs.gov/publications/p15/index.html
http://www.irsvideos.gov/smallbusinesstaxpayer

REMEMBER

REMEMBER

Q

TIP

To start making online payments, go to the official Electronic Federal Tax Pay-
ment System (EFTPS) website at www.eftps.gov/eftps. EFTPS is a free service
to business and individual taxpayers. Before you can file your taxes electronically,
however, you must enroll online. Click the Enroll button at the top of the page and
then follow the instructions to submit your information. Getting set up to make
electronic payments generally takes 5 to 7 days.

Before you can complete the online application, you must have an employer iden-
tification number (EIN) and provide your bank account number and bank routing
number.

Sales tax

Another tax responsibility is that of tracking and collecting sales tax from your
customers and then submitting it to the appropriate state and local agencies. If
you sell (or manufacture) products, you probably have to deal with this issue.

You may be wondering whether you can avoid sales tax because you’re selling
products online and not in a particular state. As of 2016, it comes down to this
guideline:

If you sell to people in any state where you have a nexus, or physical presence (a
store, a warehouse, and sometimes that can also be the tiniest remote office), you
must collect tax from customers originating from that same state.

As individual states are becoming more aggressive about collecting sales tax from
Internet-based companies, the current ruling on when to collect tax may change.
Keep in mind, some states do not collect any sales tax. That list currently includes
Alaska, Delaware, Hawaii, Montana, New Hampshire, and Oregon. Other states
may have exceptions for taxes collected on certain types of goods. In other words,
it’s complicated! Our advice is to stay on top of the most current information at
both the state and federal levels and to have your accountant continually keep you
updated. Using a good shopping cart solution (which we discuss in Book 4) for
your website may also help make it easier to keep up with which online customers
to tax and when.

You’re also liable for filing and paying other state-related taxes (not just sales
tax). Because the amount varies greatly across states, check with your accountant
to find out which taxes apply to your online business. Or you can contact your
state’s revenue department to learn more.

The Federation of Tax Administrators (FTA) website has a direct link to the

appropriate agency websites for each state. Find the link at www.taxadmin.org/
state-tax-agencies.
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Although we freely admit that accounting isn’t our favorite activity, some ele-
ments of it are enjoyable. For example, at the end of every month, you have the
opportunity to look at the profit-and-loss (P&L) statement to see how well your
business is doing — on paper. It’s like getting a checkup (for better or worse) and
viewing a summary of every activity you performed during the month, as it relates
to the bottom line of your business. If all is well, yippee! If you encounter prob-
lems, a P&L statement is bound to expose your points of weakness.

If you’re still not sure what a P&L is, let alone what it means to your business,
don’t worry. You'll soak up the idea of a P&L in no time, along with several other
important pieces of financial information in the following sections.

Determining periods and methods

Before you can walk, you have to crawl. When you’re starting a business, one of
the first things you have to do is select your tax year, or the defined period that you
use to provide an annual snapshot of the financial state of your business.

You can choose from several types of tax year:

¥ Calendar year: This method is defined by the wall calendar you buy at the
beginning of every year. The 12 months start January 1 and end December 31.
Your calendar-year accounting system follows the same pattern: Move from
month to month and then start all over again on the next January 1.

¥ Fiscal year: Although this type of tax year also has a fixed 12-month period, it
never ends on the last day of December — any other month, but not that one.
For example, you could choose to run from October 1 to September 30 of the
following year. Why bother? If you have a seasonal business, this method
provides an opportunity to adapt your operational schedule to an accounting
and tax schedule. If your peak season is at the end of the year, having to
worry about reporting or paying taxes can be cumbersome.

¥ 52 or 53 weeks: In this variation of the fiscal year, you operate on a 52- or
53-week period rather than on a 12-month schedule. The catch is that your
tax year must always land on the same day of the week (close to the end of a
calendar month), thus requiring that an extra week be added to the period to
end on the same calendar date each time.

A calendar year is probably the easiest reporting method for you to adopt. Depend-
ing on which type of business you form (an LLC or S corporation, for example),
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you may have difficulty getting the IRS to approve anything other than a calendar
year. The IRS refers to it as a required tax year.

If you have good reason to think that the calendar year is a problem for your busi-
ness, you must file a request with the IRS to change your tax year. For this request,
you want to use the Application to Adopt, Change, or Retain a Tax Year. Unless an
IRS code provides for automatic approval, be prepared to pay a filing fee for the
change request.

Your next decision is to choose an accounting method for your business. You use
this method to arrive at your income and expenses. Just as you choose your tax
year, you select your preferred accounting method when you start your business.
You're then expected to stick with it, unless the IRS approves a change.

Here are the two most common accounting methods for a business:

3 Cash basis: Simply put, you report earnings when they're received and report
expenses when they're incurred. The IRS says that you cannot use the cash
method if any of these conditions applies:

You're a corporation (other than an S corporation) with average annual
gross receipts of more than $5 million.

You're a partnership that has a corporation (other than an S corporation)
as a partner, and the partnership has average annual gross receipts of
more than $5 million.

You're a tax shelter.
You have inventory.

Special circumstances and exceptions to the rules always exist. Be sure to
check with your CPA regarding which basis is best for your business.

3 Accrual basis: In this method, your revenues can be reported when you earn
them rather than when you receive the money (cash). Likewise, your expenses
can be reported on the date they're owed, as opposed to the date on which
you pay them. If you produce items or have inventory, accrual is considered
the best way to provide an accurate picture of your financial status from year
to year. Of course, that rule has some exceptions! You can use another
method, even if you deal with inventory, if you are

A qualifying taxpayer who passes the gross receipt test (with less than $1
million in gross sales for each year of the test period)
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A qualifying small-business taxpayer who passes the gross receipt test
(with less than $10 million in average annual gross receipts for each year of
the test period)

An eligible business as determined by the IRS
Also, you must not be
A tax shelter

Prohibited from using the cash method

And now, your balance sheet

No matter which accounting method you choose, you need to know how to make
sense of your company’s financial statements. A balance sheet, which is one of
those statements, is a detailed summary of your business’s financial status.

To understand your balance sheet, here are some terms you need to know:

¥ Assets: Everything of value that your business owns. Assets typically include
Cash: Available money in your bank accounts
Accounts receivable (A/R): The money that your customers owe you
Inventory: The monetary worth of whatever merchandise you have on hand
Fixed assets: Land, buildings, furniture, and equipment

Miscellaneous: A catchall term for anything that doesn't fit into any other
category

¥ Liabilities: All the debts of the business. Liabilities can include

Accounts payable (A/P): The money that you owe suppliers, vendors, or
credit card companies

Accrued expenses: Wages, payroll taxes, and sales tax, for example, that
have been collected but not yet paid

Noncurrent: Notes payable to shareholders and the portion of long-term
debt that isn't yet due, for example

3 Net worth or capital: The amount of your ownership or equity or the
amount you invested in your company

3 Revenue or sales: All the income your business has earned, usually recorded
over a specific period

3 Expenses: Everything spent by your business, typically recorded (or totaled)
for a specified period
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FIGURE 4-1:
A sample balance
sheet.

Now you know all the essential terms that relate to a balance sheet. The next
important point is that when a balance sheet is put together correctly, the bottom
line must “balance” by using the following equation:

Assets = liabilities + net worth

That’s it. See? It’s not that confusing! To help you grasp how a balance sheet
should look, check out the sample shown in Figure 4-1.

Balance Sheet
Ending December 31, 2016

2016
ASSETS
Current Assets
Cash $2,500
Accounts receivable 2,800
Inventory 5,500
Total Current Assets $10,800
Fixed Assets
Buildings $ 0
Land 0
Furnitures and fixtures 1,200
Equipment 7,000
Accum. depreciation (200)
Miscellaneous 0
Total Fixed Assets $8,000
TOTAL ASSETS $18,800
LIABILITIES AND SHAREHOLDERS' EQUITY
Liabilities
Accounts payable $3,300
Taxes payable 500
TOTAL LIABILITIES $3,800
Net Worth 15,000
TOTAL LIABILITIES & NET WORTH $18,800
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A quick glimpse: The P&L

Unlike a balance sheet, an income statement (commonly referred to as a profit-and-
loss statement, or P&L) provides a quick snapshot of your revenues and expenses.
It’s made up of line items, a sequence of items providing a monetary total for every
category of revenues or expenses. When you compile the statement, you can see
how much money your business earned (or lost) for that specific period.

You can create P&Ls on a quarterly basis. Looking at P&Ls monthly is more useful,
however, because you can more easily spot any unusual fluctuations in your sales
or expenses.

Suppose that you earn $750 in a month, which is deposited in your checking
account. Then you withdraw (or spend) $800 that month. The bank also charges
you $40 in overdraft fees for two bounced checks that were paid from your account.
You have lost $§90 for the month (you were short $50, plus $40 in overdraft fees).

Your P&L shows you the same type of information as your bank statement. If you
pull up a record of your bank account online, you can see a list showing where
your money went that month. By looking at your initial balance, and the checks
you wrote against your deposits, you see whether you ended up with a positive
balance (a profit) or a negative balance (a loss) over that period.

Check out Figure 4-2 to see what a P&L statement looks like.

In the example shown in Figure 4-2, notice two important characteristics of a
P&L:

¥ The dollar value for each line item is shown as a percentage of your
gross revenues (total earnings before anything is deducted). Using
percentages gives you a clearer picture of how much (or little) you're spending
from your total earnings. For example, if you find that you're spending
32 percent for banner advertising and only 5 percent on keywords, consider
whether that's how you intended to spend your advertising budget.

Regularly review your P&L statement to track whether you're staying within
your budget for the year.

3 The total dollar amount and percentages from the preceding month and
for the year to-date are included. It's all on the same page. If the line item
shows that your company’s water fee jumped 50 percent in one month, you
might want to investigate. It could indicate a leak or other problem. Or the
reason might be as simple as you having accidentally made a double payment.
Don't laugh: You might be surprised at how easily events like these can slip
past you.
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FIGURE 4-2:
A sample income
(P&L) statement.

Income Statement (P&L)
For month ended July 31, 2016

Income:

Gross Sales:
Less Returns
Less Other Discounts

NET Sales

Cost of Goods Sold:
Beginning Inventory
Add: Purchases
Freight

Cost of Goods Available
Less: Ending Inventory

Cost of Goods Sold

Gross Profit (Less)

Expenses:

Advertising

Amortization

Bad Debts

Bank Charges

Commissions

Credit Card Fees

Depreciation

Dues, Subscriptions (Books)

Insurance

Interest

Loans

Maintenance

Miscellaneous

Office Expenses — General

Operating Supplies

Payroll (Wages & Taxes)

Permits and Licenses

Postage

Professional Fees

Property Taxes

Rent

Telephone
Landline
Cell

Training/Workshops

Travel

Utilities

Vehicle Expense
Gas/Mileage
Maintenance

Web Site Fees

Total Expenses
Net Operating Income:

Other Income:
*NET INCOME (LOSS):

*This is pre-tax income.

$500.00
250.00
50.00

(400.00)

150.00

50.00
55.00

15.00
145.00

40.00
137.28
124.56

2,800.00

95.00
275.00

650.00
289.00
150.00
20.00
280.00
42.14

355.00

07/31/16

$9,115.00
(0.00)
(0.00)

$9,115.00

800.00

-400.00

$8,715.00

5,672.98
3,042.02

$3,042.02
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Think of a P&L as a tool for keeping track of your business. Like the balance sheet,
it provides an important glimpse of your business, over a specific period. If you
review your financial statements regularly, you can catch mistakes and identify
positive trends and then use that information to make critical decisions about the
financial well-being of your online endeavor.

Choosing Software to Make
Your Tasks Easy

122

Accounting software allows you to enter your daily financial activities, press a few
keys at the end of the month, and — voila! — print your balance sheet and P&Ls.
It’s just a matter of picking the right software.

QuickBooks, the accounting software from Intuit (www.intuit.com), is a favor-
ite among many small-business owners because it simplifies the recordkeeping
process for your business and is extremely easy to learn and use. Many people
are already familiar with it, simply because they use it for personal accounting,
too. Popular brands such as QuickBooks and Sage 50c (www.sage.com) offer many
versions of accounting software based on size, industry, and specific features.

Our purpose isn’t to sell you on a particular brand of software. Instead, we want to
help you understand which benefits and features to look for so that you can choose
the best accounting software for your online business.

Going online?

The first consideration for choosing software is whether you want to use a web, or
cloud-based, service provider. Many vendors provide online accounting services.
FreshBooks, Zoho Books, and Xero are some of the popular cloud-based options
available today. Traditional accounting software providers also offer online ver-
sions of their products, such as QuickBooks Online and Sage One.

One big advantage of a cloud-based product is that the data is stored off-site and
is easily accessible from any computer. Why does this matter? Well, if something
happens to your office (such as a fire or a flood), you can still access your data
from another location. Or if you travel, you can manage your accounting details
while you’re on the road.

Another perceived advantage is pricing. Rather than pay several hundred dollars
out of your pocket in one whack, you pay it out every month (sometimes as little
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as $10 a month). After a full year or two, of course, you’ve paid almost the full
price of a box of software. But that monthly fee can also include support and other
benefits that over-the-counter accounting software might not offer. Additionally,
you have a pay-as-you-grow option. In other words, you can easily upgrade to the
next level of service as your business grows or choose certain add-on services, as
your needs change — instead of investing upfront for services that you may not
need yet.

What size are you?

Speaking of a growing business, when you’re shopping for accounting software,
one size doesn’t fit all. The amount of revenue your business pulls in, along with
the number of employees you hire, has a lot to do with which accounting program
you should choose. For that matter, solo entrepreneurs may not have any employ-
ees! If you run a small business, you’ll want to find entry-level software that is
designed for very small businesses. If you have a larger company, you may need
an enterprise edition that has more robust features.

How much do you want to pay?

Ah, it’s everyone’s favorite question: How much do you want (or are you willing)
to invest in your accounting program? You probably prefer leaning toward the
lower side of the price scale. Luckily, most over-the-counter software packages
suited to truly small businesses range from $30 to $400 for single users. The price
fluctuation largely depends on these factors:

3 Brand: As with most business products, you usually pay more when you're
using a more widely recognized brand of software. Our experience is that
QuickBooks and Sage 50 are a little pricier than the Bookkeeper brand of
software (by Avanquest Software), for example.

3 Features and users: Price is affected by not only the number of features
offered with various accounting software programs but also the complexity of
those features. The number of licenses you need, or number of users with
access to the program, often affects price. Keep these questions in mind:

Do you want software that easily integrates with your online banking
system, even if it costs more?

Must the software communicate with your offline point-of-sale system,
your online inventory system, or your payroll service? Or do you just want
to track your invoices and expenses and spit out occasional reports to pass
along to your CPA?
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The more you expect from your accounting software, the more you can
expect to pay for it!

¥ Industry: Similar to the issue of the type of features that are offered, some
accounting software is designed for your particular type of industry.
Consultants, manufacturers, retailers, and construction businesses are
examples of some of the most common industries that use specific software.
If you want accounting software designed for your kind of business, you can
probably expect to pay closer to $400 (or higher).

Do you need support?

Another important part of your purchasing decision is the issue of support. One
advantage of choosing software that has been around for a while is that the com-
pany is usually capable of providing decent support, both online and by phone.
Access to support is also an advantage of using a cloud-based solution. Not all
versions of a particular product or solution include the same level or type of sup-
port, so it is important to understand what is included with your monthly fee.

Before purchasing your software, find out the terms for receiving ongoing sup-
port and compare the product across brands. Some software comes with unlim-
ited online support, and others offer only 30-day support and then charge a fee
after that.

In addition to being able to turn to your software vendor for support, you should
know that your accountant and other financial advisors are better prepared to
help you when you use software that they know how to use. For that reason, don’t
hesitate to ask for their advice before making your final purchase.

Hiring a Professional

124

Regardless of the type of accounting software you install or your own ability to
number-crunch, at some point you might need or want to hire outside help. An
array of tax and accounting professionals are available. In the following sections,
we tell you how to determine which one is right for you.

Recognizing that it takes all types

Start by reviewing the types of professionals who can help you. They include
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CPA: These initials after a person’s name, which stand for certified public
accountant, indicate that the person has passed a state-regulated exam and is
recognized by the IRS as a paid preparer for submitting your tax returns.
Typically, a CPA fully understands accounting methods and is well versed in
tax regulations. Because tax laws are cumbersome and continually changing,
a CPA might even specialize in a particular area. Examples of industry-based
specialization are government, retail, and small business. Specialization can
also be classified according to function, such as a CPA who specializes in
mergers and acquisitions. Additionally, a CPA can legally conduct audits,
whereas other accounting professionals cannot.

Accountant: Except for the lack of a state-issued license or certificate, an
accountant has the same basic skills as a CPA. Even so, an accountant can
assist in preparing your taxes and file them, too. And like a CPA, a reputable
accountant can advise you about financial decisions and should be up to date
on changing tax laws.

Bookkeeper: Someone in this category can manage the basic recordkeeping
activities for your small business, including these tasks:

Make deposits

Log in accounts receivables
Handle account payables
Manage payroll

Send out appropriate forms, such as W2s and 1099s, to employees and
contractors

In addition to being able to keep the books, this person should be comfort-
able with creating an income statement and a balance sheet each month. Of
course, bookkeepers come with all levels of experience and education. (Some
are professionally certified with a college degree, and others aren't.) A basic
bookkeeper is usually the most affordable outside help.

Tax consultant: This catchall term includes both independent advisors (who
can range from accountant to CPA) and tax preparers, such as the folks at
your neighborhood H&R Block office at tax time. Similar to a bookkeeper, this
person’s range of experience, knowledge, education, and certification varies.

Enrolled agent: This type of federally licensed professional understands both
state and federal tax laws. In addition to completing an exam issued by the
U.S. Department of Treasury, an enrolled agent has also passed a federal
background check. He or she can also gain licensure after having worked for
the IRS for at least 5 years. An enrolled agent is certified in the eyes of the

IRS to
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Prepare your taxes
Assist you in long-term financial planning
Represent you in dealing with the IRS

¥ Tax attorney: Most tax attorneys don't handle general accounting functions.
Instead, you hire an attorney specifically to deal with issues pertaining to the
tax law — for example, to handle an audit requested by the IRS or to file
corporate bankruptcy (which we hope you never do). Larger corporations
might also keep a tax attorney on retainer or hire one in-house, if the
company continually deals with complex tax issues. Your small business is less
likely to need the services of a tax attorney regularly.

Attorneys, enrolled agents, and CPAs are the only professionals authorized to rep-
resent you with the IRS.

As a general rule, you need a full or part-time bookkeeper. If you’re up to the task
(and many small-business owners like it this way), you can wear that hat, too. If
you aren’t adept at follow-through or if numbers just plain scare you, consider
hiring someone.

Depending on the experience (or inexperience) of the professional and the market
rate in your community, you can hire a basic entry-level bookkeeper (often referred
to as a bookkeeper clerk), for a fairly low hourly rate. (The rate can start in the range
of $10 to $20 an hour, depending on experience.) A more experienced person, such
as a professional full-time bookkeeper or a professionally certified bookkeeper,
charges a much higher hourly rate — or a mid-to-upper-end management-level
salary if you hire the person full time.

When you interview bookkeeper candidates, use the free Bookkeeper’s Hiring
Test, available from the American Institute of Professional Bookkeepers, to qual-
ify them. You can find and print the test at www.aipb.org/testrequest.php.

Knowing what to expect from your
tax professional

In addition to having someone handle your daily financial recordkeeping, you
should establish a relationship with a CPA, an accountant, or an enrolled agent.
This type of professional should be available to assist you with these tasks:

¥ Prepare and file your taxes

¥ Set up your accounting system
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¥ Advise you on the legal organization of your company (and other start-up
issues)

3 Compile (or review) financial statements

¥ Assist you in long-term financial planning for your business

¥ Address specific tax-law questions and concerns as they arise

¥ Ensure that the proper amounts and types of taxes are being filed

¥ Guide you in the completion of (or submit on your behalf) all quarterly tax
documentation and other forms that might be required annually

¥ Answer questions and advise you about other general tax- and finance-
related concerns

These professionals typically charge a high hourly rate. (A CPA’s rate can start
at $125 an hour.) Make sure that you clarify how you’re charged for time. (Some
professionals don’t charge for questions asked by way of e-mail, and others do,
for example.)

Before you consult with an outside professional advisor, make a list of the specific
questions or issues you want addressed. This list keeps you on track and ensures
that you maximize the time spent with your advisor while avoiding running up
steep bills.

Finding likely candidates

After you decide which type of professional you want to hire, your next step is
finding one. Fortunately, you have lots of places to turn to for a head start on this
task:

¥ Referrals: Ask business peers and family members whom they use or
recommend. Ask for specific information, such as

What do you like about the way this person does business?

What expertise does the professional have?

How long have you known this person or used his or her services?
How much does this person typically charge?

¥ Local organizations: Area Chamber of Commerce chapters and other local
business associations often make their membership databases available to
the public. Although the organizations typically don't endorse one member
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over another, they can suggest which professionals might be best suited for
your specific requirements and tell you whether any complaints have been
registered against them.

¥ Professional associations: Industry or professional groups are a terrific place
to start your search for a CPA or other accounting professional. You can check
out this list of organizations to get started:

American Institute of Certified Public Accountants: www . aicpa.org
National Association for Enrolled Agents: www . naea . org

American Association of Attorney-Certified Public Accountants: www .
attorney-cpa.com

CPA Associates International: www . cpaai . com
American Institute of Professional Bookkeepers: www.aipb.org

AGN North America (a worldwide association of separate and independent
accounting and consulting firms): www . agn-na.org

¥ Classifieds: When you're hiring a bookkeeper or an accountant, feel free to
place an ad in local newspapers, online career or job sites, or on social media
sites, such as LinkedIn. These are all good resources for finding the best

candidate.
When you place a help-wanted ad, you'll hear from better-qualified candidates
@ if you're specific about the required job functions. We also recommend
requesting that job candidates forward their salary requirements or salary
TP history, along with their résumés.

3 Phone book and search engines: If all else fails, the Yellow Pages usually has
a substantial listing of potential financial advisors. And a quick search on
Google or Yahoo! will also return a healthy list of local options.

Narrow the field of reputable contenders by skimming advertisements for profes-
sionals who list specific certifications, licensures, and memberships in profes-

sional associations.
TIP

Choosing the best person for you

After you create a short list of possible candidates, how do you decide which one
is best suited for your business? In addition to checking for proper accreditations
and confirming hourly rates, you have to consider a few other issues when you’re
choosing a CPA, an accountant, an enrolled agent, or even a tax attorney:
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3 Experience: You want to know whether the person specializes in particular
areas of accounting or tax law. You should also find out, however, what type
of work now takes up the majority of the professional’s time and also the type
of work performed in the past. Two critical questions to ask are

What areas do you most enjoy handling?
In which areas do you have the most up-to-date knowledge?

Because definitive rules of taxation and the Internet are still somewhat up in

@ the air, you're not as likely to find a professional who specializes in this area.
Instead, look for someone who's eager and willing to stay informed on new
TIP issues and changes to the tax law. Preferably, choose someone who's
committed to tracking down the answers to difficult or lesser-known tax
questions.

Ask your CPA about changes in the tax law to determine whether you're
affected. The IRS provides a quick summary of those yearly changes on its

website atwww. irs.gov.
REMEMBER

¥ Availability: A highly qualified independent professional often has a waiting
list of clients. Although that's a helpful situation for the accountant, it doesn't
help you. You need a professional who can work with you now. No matter
what, it doesn't hurt to ask what the person'’s client schedule is like. For
example, some professionals work part-time or have a 4 day workweek.
Others are eagerly growing their businesses and are available to answer your
questions 7 days a week. Nothing is wrong with either schedule; just find the
one that you can live with as a client.

¥ Firm size: Size does matter, and sometimes a smaller firm is the better
option. Even though some folks think that a large, recognizable accounting
firm is the way to go, that's not always the case. If you have a small company,
you might find yourself at the bottom of the totem pole when the firm
prioritizes its clients. Your company’s needs might get passed off to a junior
accountant or other staff person. Unless your business is large enough to
support individual departments (HR and marketing, for example), working
with a large firm may mean less attention and higher rates. A smaller firm or
an independent professional may give you more dedicated attention and be
available immediately to answer your questions.

¥ Philosophy: Your financial advisors are ultimately your partners in business.
Their professional views must complement yours. We're referring to not only
ethics but also strategic philosophies. For example, if you're an aggressive risk
taker in business, you may think that a conservative accountant will hold you
back. Alternatively, you may prefer a conservative outlook as a means to
provide a system of checks and balances to your liberal financial outlook.
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¥ Work style: This term refers to how professionals interact with you and
service your needs. For example, does the CPA insist that his firm file all
required paperwork with the IRS, at a steep hourly rate? Or does he prefer to
help you get started and then encourage you to take care of everything
yourself to keep your expenses in check? What are his preferred methods of
communication? If your tax professional isn't a fan of e-mail, he might
respond to your questions only by phone. Or an assistant might serve as a
middleman, so the tax professional is rarely available to talk with you unless
you schedule a formal appointment. Again, none of these issues has a right or
wrong answer. Find a style that best meshes with your preferences.

Spending the time to determine these concerns means a lot to the future of your
online business. After all, this professional plays an integral part in your business
as a trusted financial advisor. That’s why we suggest taking your time to select the
best match for you and your new business.

Following the Rules of Recordkeeping

130

After you find a CPA or another financial professional, that person no doubt
instructs you on the rules of good recordkeeping. In the meantime, take our crash
course to help you get started doing things right!

Dealing with all the paper

When we refer to records in the remainder of this chapter, we don’t mean your
account logs. Instead, we’re talking about the physical records (the dreaded paper
trail) that the IRS expects you to maintain. The thought of accidentally throwing
out the wrong receipt or losing a copy of a questionable invoice can send chills up
the spine of any well-meaning entrepreneur if the IRS comes calling. At the same
time, your office space probably doesn’t come with unlimited storage space.

How do you balance the need to hang on to important receipts with the need not
to be overrun by the growing mounds of paper? The good news is that the IRS now
recognizes electronic versions of financial records. You can therefore scan copies
of receipts, invoices, logbooks, and other proof of financial transactions and save
them as files on your computer or, better, back up these files online (in the cloud)
or to a DVD. Then you get to throw out the hard copies! That’s the easiest way to
avoid the clutter that builds up with months and years of business transactions.
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If you lose the electronic file and are audited, the IRS isn’t sympathetic. The loss
could cost you thousands of dollars — and possible jail time (in the worst-case
scenario). We highly encourage you to make multiple copies and store one or more
sets at another location or in a fireproof safe, or have a backup copy saved online
but off-site.

You can avoid the time it takes to scan and save critical documentation by hiring
a company to do it for you. In addition to making electronic copies of your paper
trail, these digital documentation specialists store the electronic files for you. You
can also purchase digital documentation software that makes scanning records
yourself easy.

Storing records: How long is long enough?

Whether or not you “go digital” with your recordkeeping, one critical question
remains: How long should you keep records? We should have a straightforward
answer for you, but we haven’t found one yet. That’s because the IRS states (in
Publication 583):

You must keep your records as long as they may be needed for the administration of
any provision of the Internal Revenue Code. Generally, this means you must keep
records that support an item of income or deduction on a return until the period of
limitations for that return runs out. The period of limitations is the period of time in
which you can amend your return to claim a credit or refund, or the IRS can assess
additional tax.

Huh? Well, the IRS says that you should keep records for as long as there’s a pos-
sibility that it might audit you. We always heard that 7 years is a safe bet. How-
ever, the true issue isn’t the type of documentation; rather, it’s the type of situation
you encounter with the IRS.

For example, if you have employees, the IRS says that those tax records must be
kept for at least 4 years from the period the tax becomes due or is paid, whichever
is later. On the other hand, records about assets, such as property, should be kept
until the period of limitations expires for the year in which you dispose of the
property. Even tangible guidelines such as those, however, could be null and void
if you’re audited for a fraudulent tax return. In that case, all bets are off and you
had better have ready access to all your records, from the beginning of time!

All these situations make up what the IRS refers to as a period of limitations.

Table 4-3 gives you an overview of the rules for these time restrictions, as defined
by the IRS.
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KEEP THESE EMPLOYEE RECORDS SAFELY
FILED AWAY

The IRS advises that you retain any information related to employee taxes. Evenif a
record relates to someone who no longer works for you, keep the following documents
for at least 4 years:

® Amounts and dates of all wage payments (including annuity and pension)

® Amounts of tips reported by your employees and records of allocated tips

® Fair market value of in-kind wages paid to your employees

® Employee information, including name, address, Social Security number, job title,
and dates of employment

® Copies of Forms W-2 and W-2c that were returned to you (undeliverable, if mailed)

® Records of sick pay or other pay due to injury or absence (including the amount
and weekly rate of payments that you or a third-party payer made)

® Copies of employees’ income tax withholding allowance certificates — Forms W-4,
W-4P, W-4(SP), W-4S, and W-4V

® Dates and amounts of tax deposits you made, along with confirmation numbers for
deposits made by Electronic Funds Transfer Protocol (EFTP)

® (Copies of filed returns, including 941 TeleFile tax records and confirmation
numbers

® Records of any fringe benefits provided to employees, including expense reim-
bursements paid

TABLE 4-3 IRS Periods of Limitations
Owe additional tax and the other situations in this table don't apply Three years
Fail to report legitimate income that's more than 25 percent of the gross Six years

amount on your return

File a fraudulent return Unlimited

Fail to file a tax return Unlimited

File a claim for credit or a refund after filing your return Two to three years after
tax is paid

File a claim for a loss from bad debt or worthless securities Seven years
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To play it safe, embrace the philosophy “When in doubt, hang on to it.” This tech-
nique is especially manageable if you have limitless storage capacity for electronic
documentation.

Businesses of all sizes may be eligible for certain deductions or tax breaks, specif-
ically those designed to provide monetary incentive to help stimulate the economy
through job growth and expansion. Tax incentives may be available for a limited
time period or have exclusions and other stipulations. Take the time to discuss
available deductions or incentives with your accountant or tax advisor. After all,
these types of tax breaks could mean additional money in your business bank
account!

We hope that you never have to worry about an audit from Uncle Sam (the U.S.

government). The thought that it’s always a possibility, though, is certainly
incentive enough to keep all your records in order!
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IN THIS CHAPTER

» Finding your web name

» Following the rules of registration

» Expanding the limited nature of
domain name options

Chapter 1

What's in a (Domain)
Name?

n the offline world, the mantra of success for business is “Location, location,
location!” It’s not much different for your online business. Rather than use
a numerical address on a building, though, you now use a virtual address or
domain name. Usually, your online address includes your company’s name or ini-
tials or some other derivation. Whereas your traditional business address was once
listed in the Yellow Pages, your online address is now listed with search engines.

As you might guess, securing the best possible domain name is an important piece
of your overall online strategy. The name you select can provide an indication of
what your company does, give a hint of your brand personality, and potentially
influence how easily customers can find you.

How do you get the perfect name to drive customers to your online place of busi-

ness? Not to worry: After using the information in this chapter, you’ll find that
choosing and registering your address is only a few clicks away.

CHAPTER 1 What's in a (Domain) Name? 137



Choosing Your Online Identity

FIGURE 1-1:
A URL,
deconstructed.

O

REMEMBER

Let’s start with the basics. A URL, or Uniform Resource Locator, represents the unique
address for each page on a website or document posted online. Your website might
be made up of several web pages, each with a unique URL.

Before you start creating web pages, your first order of business is to determine
your domain name, or the part of the URL that specifically identifies the name of
your website. We break down a typical URL in Figure 1-1.

World Wide Web Top-level domain Specific document

http://www.bizoffice.com/resources/new_biz/finance.html

HyperText Registered domain Directory
Transfer
Protocol

You no longer have to enter the entire URL (as shown in Figure 1-1) to get to a
website. You can omit both the http:// and www. when entering the site URL in
your browser.

Although your website usually has only one domain name, it has more than one
URL. The URL for the home page, or entrance page, of your site often looks the
same as your domain name. Every page of your site, however, has a unique URL,
such as

¥ www.myveryfirstwebsite.com: The home page

¥ www.myveryfirstwebsite.com/index.html: Also, the home page (the
same as omitting the index . html portion of the URL)

¥ www.myveryfirstwebsite.com/services.html: The web page that
contains information about the services you offer

Approaching your domain name carefully

You can take one of several opposing approaches when you select your domain
name:
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3 You have an existing business or have already named your start-up. If
that's the case, you usually should match (as closely as possible) your com-
pany’s name to the domain name. Using your existing business name is
simple, straightforward, and often quite effective. It's possible that your exact
name is not available, in which case you have to use some form of the name
or add descriptors to the name.

3 You want to gain traffic by matching popular search phrases. This was
once considered an effective domain naming strategy because it served as a
shortcut for directing organic (or free) search traffic to your website. Referred
to as an Exact Match Domain (EMD), this is a domain name that's a duplicate of
an exact phrase that lots of people use to search for a product or a service.
For example, if you sell running gear for women, you might use the domain
name www . bestrunningshoes forwomen . com because you know a lot of
people type in “best running shoes for women” when searching for that
product. With your domain name matching this exact phrase, your site will
show up higher in search engine results because it is the best match for that
search query.

However, Google consistently updates its search engine algorithms (how

& search results are determined). It has since determined that some EMDs don't
always have the best quality content, despite the domain name (in other
WARNING words, Google realized some people were trying to scam the system to get

more traffic, even if the actual sites weren’t completely relevant to the search
phrase). You can still try the EMD strategy to gain some boost in traffic, but if
Google determines the content on your page isn't top quality or truly an exact
match of the search phrase, this domain naming strategy might not pay off at
all (and could instead hurt your rankings).

3 The success of your online company benefits from the domain name
itself. Maybe you're starting an Internet company that sells e-books (elec-
tronic, downloadable information) telling readers how to start a business. In
that case, your legal company name might be irrelevant. A more important
consideration is to find a domain that clearly indicates your type of business
or the customers you're targeting. In this scenario, your company name might
be John Smith dba JS Enterprises. A more effective domain name for your
business, however, might be www . bizstartuptips411.com because it tells
visitors exactly what you do. This approach is different from EMDs in that you
may use one or more keywords, or specific search terms, in your domain
name, but you do not try to exactly replicate a phrase someone might use in
search, such as “helpful business tips for startups.”
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Determining the best domain name for you

No matter what approach you take to choosing your online business name, con-
sider the following list of common denominators in determining the best possible
domain for you. A good domain name should have these characteristics:

¥ Easy to spell: As anyone who depends on a computer's spell checker can

testify, the average person doesn’t do well in a spelling bee. That's why we're
firm believers in avoiding hard-to-spell words in your domain name. Although
www . BriansBodaciousRibs.com seems harmless enough, it's fairly easy to
flub. Why not try www .. br iansgoodr ibs . com or www.goodeating.com? The
easier your domain name is to spell, the more likely customers are to find you
without a hassle. (And, when they do find you, the more likely they'll be in the
mood to buy some of your bodacious eats!)

3 Simple to remember: Your domain name doesn't have to be catchy or trendy
to work. Simplicity goes a long way in our crowded, overhyped world.

¥ Relatively short: A shorter name is easier for customers to remember than a
longer one. Consider the (fictitious) law firm Brewer, Mackey, Youngstein, Yale,
and Associates. Its URL might be

www . BrewerMackeyYoungsteinYaleandAssociates.com

Wow! That name takes a while to type, not to mention that you have to spell
everybody’s name correctly. Instead, consider the name www.
BrewerandAssociates.com. See the difference?

3 Contains important keywords: This characteristic is important for two
reasons:

Using descriptive words in the domain clearly says what you do.

Using relevant words that frequently show up in search engines is
potentially beneficial to your site’s rankings. (We explain search engine
optimization further in Book 6, Chapter 6.)

The law firm used in the preceding example can easily use keywords, or words
that might be easily associated with the type of business, to create one of
these domain combinations:

www.legalfirmforhire.com
www . breweryounglawyers.com
www . attorneysbmyy.com

¥ Intuitive to customers: You want a domain name to provide, ideally, a sense
of who you are and an indication of the type of products or services you're
selling. You don't need a literal translation, such as www. isellbooks.com —
depending on your business, that approach could be detrimental to sales.
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What if you're selling to a highly targeted or specialized market (such as
teenagers or radical sports fans)? A straightforward domain name is labeled as
boring and undermines the image of your company, whereas an edgy or more
creative name can win customers. For example, a bookseller specializing in
romance novels might use a domain name such as www. romancingthepages.
com or www . steamyreads . com. The point is that your customer base, whoever
it consists of, should be responsive to your domain name.

In the examples we use, you notice that the domain names usually end with . com,
but that domain extension isn’t your only option. Today, you can choose from a
long list of specialized domain extensions that reflect your type of business (an
LLC, for example), type of organization (such as a non-profit), or even your spe-
cific industry (like technology or auto dealerships). This is an alternative way to
get a name that is already taken or to potentially help with search engine rank-
ings. We discuss these options in more detail at the end of this chapter.

Registering the Perfect Name

TIP

Congratulations! You chose your domain name, and you’re ready to make it offi-
cial. The next step is to register the name with a domain registrar. You can sign
up using any company that specializes in domain registration. The registrar takes
care of all the paperwork that’s required to activate your new domain name,
including these tasks:

¥ Submitting contact information
¥ Determining the duration of the registration period

¥ Listing your domain in the official Internet list of domains maintained by the
Internet Corporation for Assigned Names and Numbers (ICANN) at www .
icann.org

If you’re launching an e-commerce store, the storefront solution you use may
include free domain registration, in which case it’s best to register through that
solution provider.

Who you gonna call?

Who registers domains? Your ISP (Internet service provider) might do it because
many now provide this service along with hosting options. Or you can use any
other company or website that acts as a third-party affiliate for registrars.
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TIP

REMEMBER

If you’re creating a website or blog in WordPress, you can register your domain
there. In other words, now you can register a domain name with almost anyone!

Although finding a place to sign up is a piece of cake, the annual price for a domain
registration varies from a few dollars to more than $30. Several factors influence
pricing, including the number of years for which you’re registering the domain,
the provider, and the type of extension (such as .com, .net, .biz, or .tv). If you
add features such as private registration (which restricts the registration details
available to the public), the price goes up. Or you can wind up paying nothing for
domain registration if you buy several services at one time. (Most domain regis-
trars also offer services such as hosting, e-mail, websites, and blogs.)

Most domain registration sites regularly offer discount domain pricing. Shop
around for the best deal.

Let's make it official

After you make a decision about where to register, it’s time to get down to busi-
ness. The registration process is similar regardless of the service you use. To show
you how painlessly you can reserve your domain name, we walk you through the
process using the GoDaddy service. Note, though, that we aren’t recommending
GoDaddy over other services.

Follow these steps to quickly register your domain name:

1. GototheGo Daddy website at www . godaddy . com.

2. Enter the name you want to register in the domain search box on the
home page of the site.

Type only the name you want, and don't preface it with www. The registrar adds
that part automatically. (Some registrars’ domain search boxes place the www.
in front of the search box to remind you that typing that part isn't necessary.)

3. To the right of the search box, click the Search Domain button.

A page appears listing the results of a search for the default extension, .com.
4, If your domain name isn't available, start over at Step 2.

Read the rest of the chapter first for tips on finding a domain name.
5. you want to register an additional name, select its check box.

You can have multiple working domains even when you have only a single
website. Simply forward, or redirect, the domain by pointing all other exten-
sions to the designated domain of your choice.

. Ifyou want to register an extension other than .com, select it from the list.
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When you're registering a .com extension, you may also want to register the
matching .net version if it's available. These extensions are still the two most
common, even though there is an ever-growing list of alternatives. If your site
is successful, a savvy competitor is more likely to snatch up the .net version
over any other. This statement is especially true if the domain name is
descriptive with a wide appeal (such as partygoods . com) or falls in a popular
search category (such as starwarsfans. com). If the .com version of your
domain isn't available and you're registering another extension, one domain is
plenty for starters. After your site grows, you can determine the value of
registering other names.

Click the Continue to Cart button at top of the page. Or click the +Submit
button for each domain name you want to register and then click the
Continue to Cart button.

You see a list of add-on products, including private registration, hosting, and
e-mail. At any point, you can skip these add-on suggestions and go to the
bottom of the page and choose the Continue to Cart button to continue with
the registration process.

During the process of registering your domain, GoDaddy tries to get you to buy
other services, from privacy protection to web hosting. If you do not want any
of these additional services, you can skip the offers by scrolling down to the
bottom of each page and clicking the Continue to Cart button.

Select the term, or number of years for which you want to register the
domain.

Your order’s total appears.
Click the Proceed to Checkout button.

Log in to an existing account (as a returning customer), or set up an
account as a new customer.

If you're a new customer, you provide basic information (your name, address,
and e-mail address) to set up your account.

To set up your account, the information you provided in the initial domain
registration process is automatically used by GoDaddy to fill in your
technical, administrative, and billing contact information, unless you specify
otherwise. Use these default settings for now. You can always change this
information later.

Click the Continue button.
You see a page summarizing your order information.
Review your information and place your order.

A thank-you page appears. Congratulations — you now have a domain name
that's all yours!
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WARNING

We hope that the domain you want is the one you get when you register. Some-
times, though, your first choice for a domain isn’t available. Nothing bursts a
bubble faster than having this sort of event happen. Don’t let it frustrate you,
though. You still have several options.

Exploring your domain name options

When you initially search for your domain (as described in the preceding section),
the registrar might tell you that it isn’t available. Below that notification is typi-
cally a box containing a list of suggested alternative domains that the registrar
has available. Don’t be surprised if the automated system returns a few decent
alternatives. At this point, you can choose one of the suggested runners-up gen-
erated by the registrar.

If you don’t find a perfect match on the suggested list, the next-less-appealing
choice takes you right back to the drawing board. Yep, you can start a brand-new
search for an entirely different name.

There may be a charge for some of the suggested names that are automatically
shown to you if your first choice is not available. Read carefully when alternatives
are displayed to determine if that alternative is “available” only for a set fee or as
part of a domain auction. Some alternatives shown to you are available — but only
if you pay hundreds, or even thousands, of dollars!

Getting what you want — at a price

Starting from scratch again usually isn’t your preference. After all, you might
have fallen head over heels for a domain name and no substitute will work. In that
case, you should know that you can pursue that domain name, even though it’s
already taken.

Here are the ways you can go in hot pursuit of your dream domain name:

3 Put the name on back order. Think of this strategy as the official waiting list
of domain names. A registrar keeps your name on file and notifies you when
the domain you want expires and becomes available. The back-ordered
domains go to auction, and you can bid for the opportunity to buy (or register)
it. You usually pay a non-refundable fee for this service.
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3 Make an offer. You might be too impatient to wait and see whether a domain
expires. The owner can decide to renew it, and then it's gone for at least
another year. That's why several registrars will contact the owner on your
behalf and try to confirm whether they are interested in selling, and if so,
negotiate the purchase of the domain name. For this service, you pay a flat fee
plus commission. Using this technique makes sense for a couple of reasons:

You can find out quickly whether an owner is willing to give up a domain name.
The seller must respond within a specified time.

Your name and personal information are kept private. If the offer is accepted,
you pay the registrar by credit card and the money is transferred to the
seller. The registrar handles the entire process, including the transfer of
the domain name.

3 Contact the owner. If you prefer to negotiate directly, contacting the domain
owner in person is another option, provided the owner's registration informa-
tion is open to the public. Even though you lose your anonymity in this
process, you avoid paying service fees. Better yet, direct contact provides the
opportunity to plead your case and use personal charm to try to get a good
price for the name. (Okay, that's not always enough to sway a seller, but it
might help.) Many companies have negotiated directly with sellers with much
success. One domain owner, who no longer had an active site for the URL,
gave away the domain. The moral of this story: It never hurts to ask.

If a domain owner has chosen a private registration, you may still be able to locate
him or her. If the website for the domain is active (you can view it), search the
pages for contact information (a phone number or an e-mail address). If you find
a name, you may also be able to find the person on social media, such as LinkedIn,
and make contact that way.

Finding the owner of a domain name is easy to do when you use the WHOIS fea-
ture sometimes offered by registrars after a name is shown as already taken. Or,
you can go directly to the source and conduct a search for a domain owner via the
Internet Corporation for Assigned Names and Numbers (ICANN) WHOIS lookup
service at https//whois. icann.org.

All the Good Ones Are (Not) Taken

Approximately 326 million top-level domain names were actively registered as
of the first quarter of 2016, according to Verisign’s Domain Name Industry Brief
(www.verisigninc.com/en_US/innovation/dnib/index.xhtml). Moreover, the
report states a year-over-year increase of approximately 11 percent, globally.
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You might think that all the good domain names have been taken (or are being
held hostage for a huge ransom). Not true! Plenty of great domain names are
available. The continued popularity of the Internet has prompted lots of accept-
able and creative alternatives for domain registration.

Varying the extension

One of the easiest ways to find a good domain name is to use an alternative exten-
sion, although we can’t deny that the old favorites .com, .net, and .org (for non-
profits) remain the most recognizable. Thousands of extensions, referred to as
general top-level domains, or gTLDs, including specific country codes, are now
in use and growing in popularity. Using these alternatives is no longer considered
a stigma.

In fact, ICANN (the organization responsible for domains) recently released nearly
1,000 new gTLDs that are based on business industries and professions (such as
.accountants) and other recognizable categories (such as .TV and .coupons).
The decision to offer new extensions was made in an effort to address demand
overflow for domain names using the .com and .net extensions, and make it easier
to get the right domain name for your business or organization. Although people
are not as familiar with these new extensions and might not immediately think
to type in that type of domain extension directly, there is already some indication
that having one of these gTLDs may provide an SEO benefit (or advantage with
search engine rankings). Some initial testing shows that businesses that have a
domain name that includes their business name plus the extension illustrating
the category of business or service they provide may show up higher in search
results. (We discuss search engine optimization or SEO techniques in detail in
Book 6.) Because ICANN understands that the new gTLDs may also soar in pop-
ularity, business owners with trademarked names get preference for reserving
or obtaining the domains over owners without a trademarked name. So, if you
own the trademark name “Crazy Cats,” you can get first rights for reserving the
domain name www.CrazyCats.pet instead of someone who may want to have a
site that shows videos of crazy cats submitted by pet owners.

How do you get one of these new domains? It’s no different than the registration
process for any other domain. You simply choose the extension you prefer when
registering for a domain name (in keeping with our previous example, you choose
.pet instead of .com). The exception to this rule is for any new gTLD that is not
yet publicly available. ICANN has included the extension under its “coming soon”
category, and eventually offers the option to reserve the name in a pre-registration
process before it is officially available to the general public.
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TABLE 1-1

Pre-registering for a domain does not guarantee you will get it. If multiple people
want the same domain, it could go to auction to determine who gets it. In addi-
tion, there are costs associated with pre-registering (which can be a few hundred
dollars or thousands of dollars!), and some of those fees, such as application fees,
may be non-refundable (even though the pre-paid cost of the domain may be
refundable). Read the details closely when reserving a new gTLD!

Table 1-1 lists some of the most common U.S. extensions. We also list some
additional extensions by country (but note that more are available, including the
popular .asia, for example), and some of the new gTLDs. Don’t shy away from
any of these. Looking through the list is a simple way to find the domain name of
your choice.

Sampling of Extensions Used in Domain Registration

Extension Generally Used For

General business (.com stands for commercial)

.com
.net Internet business (.net stands for network)

.org Nonprofit and trade association (.org stands for organization)

.info Resource

.biz Small business

.tv Entertainment, media

.name Personal use

.mobi Mobile business sites

.travel Travel industry use

.media Magazines, reality channels, digital publishers, graphic designers, and so on
.author Writers and published authors

.shop Retailers

WS Web (former country code)

.bz Business (former country code)

Nele Miscellaneous (former country code)

.us United States

(continued)
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TABLE 1-1 (continued)

Extension Generally Used For

.vg British Virgin Islands
.co.uk General business in United Kingdom
.org.uk Nonprofit and trade association, United Kingdom
.me.uk Personal, United Kingdom
.de Germany
.3p Japan
.be Belgium
.at Austria
.com.mx General business, Mexico
.com.nz General business, New Zealand
.net.nz Usually Internet provider, New Zealand
.0rg.nz Nonprofit and trade association, New Zealand
.gs South Georgia, South Sandwich Islands
.te Turks, Caicos Islands
.ms Montserrat
Getting creative

Acquiring the domain name you view as most suitable for your business may
involve a little creativity on your part. As you have probably seen, most gen-
eral names (applying to wide or popular categories) were scooped up during the
first Internet craze of the 1990s. All the gems — Business.com, Politics.com,
SportsFan.net — are long gone.

Don’t let this information stop you. Keep in mind that plenty of domain names are
as effective as those first category-busters. Here are four creative ways to find an
outstanding domain name:

3 Make the domain name specific. One recent trend is that of niche (or
specific) sites. You can find out more about growing a niche on the Internet in
Book 10. For now, we want you to know that the same trend applies to
domain names. Creating a more specific and telling name, rather than one
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that's broad, serves you well in search engine rankings and with your cus-
tomer base. For example, www . i lovecheese . com is specific about its subject
and audience.

3 Make the domain name creatively telling. Ever hear that saying about
thinking outside the box? Even though it's a cliché, it holds true with domain
names: Sometimes, you're trapped into seeing only one way to describe
something, and that usually means being literal. If you sell food and toys for
cats, you're tempted to find a domain that says exactly that: cattoys. com.
Rather than continuously circle around the same type of name, think about
other ways that your products, services, or target audience are viewed. Make
a list of terms and phrases that people use when they talk about these items.
You can still be specific but with a more creative tone. That cat site may do
extremely well using a domain name like mouseloversonly.com or the—
scratchingpost . com.

3 Make the domain name perfectly meaningless. Have you ever stumbled
across a website with an outrageously different but perfectly applicable name
(like Google and Yahoo!)? Websites with extremely odd, fun, or funky domain
names can grow a following like any other site. This advice is best if you're in a
business that lends itself to a less conservative approach.

¥ Use add-ins. If your domain name uses common words, finding an exact
match available isn't all that easy. Not to worry: Just mix it up a bit. Abbreviate
your words or use a few initials rather than spell out the whole thing. Or break
up the name with a hyphen or two (Pear1-Earrings-For-You.com, for
example). You can also add inc or corp to the end of your company name (only
if you're incorporated, of course) or add another word that indicates the
industry you're in — for example, SmithJewelersInc.com or
SmithPearlsandDiamonds.com. Another trick is to include words such as
official, favorite, original, or popular to the domain name
(FavoritePearlEarrings.com, for example).

Based on Google’s most recent updates to its search algorithms, there is increased
preference for using phrases that are easily read and understood by humans.
That just means that while computers may be able to quickly translate a string
of words and symbols in a domain name, Google says that it’s now more impor-
tant to make your domain easily readable by people. For example, https://
support.google.com/understanding-utm-parameters is easy to read and
makes sense to both humans and search engines. Alternatively, a confusing URL
may have a long list of commands and shortcuts that the human eye doesn’t deci-
pher well (or remember!), such as https://support.google.com/analytics/
answer /1033867 ?hl=en-serch?-query-fact_utm-18742-faqg-"?.
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IN THIS CHAPTER

» Understanding customer-friendly
design

» Preparing for profitability
» Gauging goals and traffic flow
» Considering timeless design options

» Doing away with fluff

Chapter 2

Designing for User
Experience

ou might have put most of your efforts into dreaming about and planning

for your business. As you begin designing your website, though, you see

your ideas come to life for the first time. Creating that first site is exhilarat-
ing! You have to stay focused, though. Otherwise, you risk becoming distracted by
bells and whistles that can waste your time and money.

Experience has taught us that you can easily avoid certain common mistakes. The
key is to develop a plan, keep it simple, and stick to it. If you follow these ground
rules, you’re rewarded with a website that’s functional, timeless, and customer
friendly.

Understanding the Customer Experience

Think back to one of your recent visits to a website. Maybe the site is one of your
favorites or one you visited for the first time. How would you rate your experience?
Did you find what you wanted quickly and easily? Did you glean the information
you needed? Did your browsing lead to a purchase? Or were you frustrated by
the whole thing and chose instead to move on to another site? Well, guess what?
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Your customers think about the same issues every time they visit your site. Even
if they don’t set out to rate or judge your website on these issues, customers’
behavior while visiting the site — and whether or not they complete the actions
you intend for them to — is a vote for a positive or poor user experience.

Ultimately, user experience (also referred to as UX) leads them to make two
important decisions:

3 Whether to make a purchase from you

3 Whether to return to your site

When it comes to creating the best possible user experience, functionality is a
critical part of the website design process. Below, we point out several examples of
functions (such as quick-loading pages, a site search function, and live customer
service) that make a difference in user experience.

Basic functionality

When you consider what’s at stake with your business when you design your own
site, you have to figure out how to use function to influence customer decisions.
We suggest attacking function at three levels.

At the first level are basic functions. Customers expect this lowest, or base, level of
functionality. Basic functions include these features:

¥ Quick-loading pages: Customers don't have the patience to wait for pages to
load. Even if they're still using slower dial-up connections (yes, there are still
people who do!), you're expected to ease that problem for them. If you don't
anticipate customers having varying speeds of Internet access and account for
that difference in your web design, you just missed a potential sale.

To decrease the need to load new pages in the site, consider using overlays or
pop-up content boxes. These elements display additional information without
the need to leave the page.

¥ Ease of navigation: When customers go from page to page in your site, the
navigation tools you provide should allow customers to

Readily find and identify navigational buttons and links.
Immediately return to the home page, regardless of what page they're on.
Return to the preceding or last-visited page by clicking a link.

See pages and sections they have visited on the site by using a link history,
usually found at the top of the page.
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3 Working links: All internal and external links to pages on your site should be
valid and working. In other words, customers don't want to click a link only to
find a Page Not Found message. Broken links that go nowhere also diminish
the credibility of your site and indicate that you don't update or maintain it.

¥ Viewable images: When you include photos and graphics on your site, be
sure that the images — especially product images — load correctly and
quickly. Additionally, avoid using grainy pictures or tiny images that are
difficult for customers to see. When shopping online, customers increasingly
expect to see multiple views of a product, or have the ability to manipulate the
image for a closer view (we discuss this more in Book 7).

3 Shopping carts: Yes, this is a category unto itself (and we discuss it in detail in
Book 4, Chapter 5). We list it as an interactive function because all too often
small websites continue to make the mistake of not even using shopping carts
on their sites. Instead, customers are asked to call the company to place
orders, or to print, fill out, and fax order forms to the website owner. That's a
fatal mistake! You must provide a method for shopping and paying for items
over the Internet.

¥ Mobile-ready: Today, more websites are viewed on a mobile device thanon a
desktop computer! That may not come as a surprise to you if you are as
attached to your smartphone as we are, but it does come with special
considerations when designing your website. In addition to customers using
mobile devices to research, compare, and buy products, mobility is also
increasingly important in search results. Google penalizes your site’s rankings if
it does not meet its mobile-friendly requirements! As a result of this changing
emphasis on mobile from search engines and consumers, your website must
look good and function well on all types of mobile devices, including tablets
and smartphones. The best way to approach this is to make sure your website
is mobile responsive, which means your site automatically (with the use of the
right code) resizes itself to fit the type and size of screen your customer is
on — whether that's a desktop, a laptop, a small smartphone, a large smart-
phone, or a tablet. As a part of responsive design, for example, the site’s
navigation bar may shift from running across the top of the page when viewed
on a desktop to being viewed as a drop-down menu on a phone; or images
may appear smaller; or the text may be repositioned to make it easier to read
on a smaller screen by scrolling vertically verses horizontally. The take-away is
that a poor mobile experience can send customers to a competitor's site faster
than you can say, “mobile responsive design!”

Interactive functionality

At the second level of site functionality are interactive functions, which actively
engage customers with your site. Although this type of functionality isn’t
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necessary to place an order, it can increase value and sales for your site. Samples
of interactive functions include

¥ Site search: Give customers a tool that enables them to quickly search for
information on your site. This function might not be as useful if your site is
small. However, if you have a site filled with products or layers of data,
customers appreciate having search capability.

¥ Reviews: Consider offering your visitors the option to review or rate the
products and services you offer. This feature is particularly helpful, and almost
expected, if you have an e-commerce site. Research shows that customers’
buying decisions are heavily influenced by online reviews.

3 Community forums: Forums (or types of discussion areas) provide options
that let visitors interact with you and with one another. Many people consider
forums a free form of technical support; if your community area or forum
boards stay active and updated, this added function might keep customers
coming back to your site.

3 Blogs: These extremely popular online journals provide another opportunity
for customers to interact with you and others.

3 Member registration: You can make registration free or make it a condition
of accessing certain sections of your site. In return for signing up as members,
visitors can receive newsletters, site updates, or e-mail messages announcing
new products. Registration provides members with benefits and provides you
with customer contact information — a win-win situation for both parties.

Enhanced functionality

The third level of site functionality is reserved for tools and features that offer
customers an enhanced experience on your site. Items of enhanced functionality
often include

3 Video, online demonstrations, and tutorials: Depending on the complexity
of the products or services you sell, online demos and web-based tutorials can
be useful. Customers receive the value of trying out the product or discover-
ing how it's used, which often increases the likelihood of a purchase. Offering
online learning options is easy and affordable by using videos (especially
through YouTube). And videos of any type, from customer testimonials to
interviews with employees, can be a simple way to add value and increase
visitor engagement on your site.
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Google Hangouts and Google Hangouts on Air are easy ways to create online
tutorials or demos to share with your visitors. Hangouts enables you to do
video calls and chats from your computer, and Hangouts on Air lets you
broadcast to a wider audience and record directly to your YouTube account.
Use both as quick methods for providing helpful, interactive components to
your site. You can also use Facebook Live to produce live video, but currently
the video must reside on your company’s Facebook page only.

Live or 24/7 customer support: The Internet never sleeps, and neither do
some of your customers. Your customer service is greatly enhanced if you can
offer unlimited support. Although it isn't necessarily technical support, your
customer might need to ask a question before making a decision to buy your
service or product. Some research indicates that offering live support can
increase online sales by as much as 20 percent.

You don't have to set up a full customer call center to offer live or 24/7
support. Several companies have developed the service for even the smallest
online retailers. Try LiveEngage from LivePerson (www. 1iveperson.com/
liveengage) to add live customer support to your website. This tool offers
various pricing plans based on the features you choose and the size of your
business, including a pricing plan that charges only when someone uses the
chat function on your site.

Geographic locators: Okay, if you have physical locations in addition to your
web presence, geography-related tools are a plus. Your customers appreciate
access to maps and driving directions, store locators using interactive maps of
the United States (or other countries), and even product-locator searches
based on zip codes.

Customizing a map for your site is easy with the Google Maps API. Visit
https://developers.google.com/maps to get started. This free tool lets
you create maps and driving routes that you can add to your site immediately.
Another free Google resource, Google Places (www . google .com/business/
placesforbusiness), allows your offline store to be found more readily by
customers searching on Google. Of course, this is useful only if you also have
a physical location.

Second-language viewing options: Not all your customers speak fluent
English. Savvy website owners offer customers the option to view sites in
other languages. (For example, Spanish is one of the most popular alterna-
tives in the United States.)

Podcasts: Giving access to information by using several different forms of
media is much more common than ever before, yet it is still considered an
unexpected bonus. Try adding podcasts (self-published broadcasts over the
Internet). Similar to video or Hangouts, podcasts are helpful ways to share
more information about your products or services. You can also use podcasts
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to conduct short interviews with authors, designers, trend watchers, analysts,
or anyone else your site visitors might find interesting (as they relate to your
site). Because podcasts are available through third-party providers, such as
Apple iTunes, Google Play, Spotify, and others, you have a chance to reach
visitors through your podcast who might not otherwise know about your
website.

As you see, understanding the value of functionality and the subsequent choices
you make regarding function are major parts of developing a customer-friendly
site. Building off functionality is also an opportunity to set yourself apart from
your competition. You just need to take the time to plan.

Maximizing Performance for Profitability
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When thinking about website design, you (or a designer) can suffer from tunnel
vision and focus only on creating a beautiful site that pleases visitors. Let’s not
forget you’re in business to make a profit; so how does your website fit into that
goal? Although the answer to this question might seem obvious, you can easily
forget that your website is both a marketing tool and a vehicle for obtaining prof-
its. The common denominator between those two points is a site that’s functional
for customers. As we discussed, when you maximize your customer’s ease of use
and experience with your site as part of UX design, everyone wins. But part of
knowing how to make a site functional for visitors also requires that you under-
stand what it is you need a customer to do while on your site. Defining those user
actions starts with identifying which online actions lead to revenue.

To get the most from your site, we recommend creating a profitability plan, which
is all about efficiency. Start by strategically identifying the features, technologies,
services, and products for sale that increase revenue and enhance profitability —
and getting rid of those that don’t. You may be asking, “What if I don’t have an
e-commerce site with products sold online?” If your sales are indirect or gener-
ated offline, it’s still important to prioritize your revenue streams and identify
which pieces of online content and calls to action (such as Schedule a Consultation
or Contact Sales) best support and lead to offline sales.

Ideally, you want to develop this plan before your first site goes up. Then you can
address profitability in every page of the site as it’s built. Not to worry, though:
You can apply the same methodology to an existing site. The process just might
take a little more time if you need to restructure the flow of your site, or the path-
way you want visitors to take to meet your goals. Either way, maximizing your
profit is worth the effort.

BOOK 3 Website Functionality and Aesthetics



When you’re ready to create a plan that maximizes your potential for profitability,
follow these steps:

1.

Define the purpose of your site.

The purpose should reflect your site's role in your overall business. Voice that
purpose in only one or two sentences. If you have trouble getting started, try
answering these questions:

My website exists because
| am creating (or planning) a website because

When my site is complete, | want it to

Evaluate your revenue streams by listing all the ways in which you earn,
or plan to earn, revenue from your site.

Be specific when you list the ways in which your site contributes to your
revenues. For example, divide the list into two categories: direct revenue and
indirect revenue.

After you list your profit sources, assign a numeric value to them.

The numeric value is based on both sales volume and profitability. Of course, if
your site isn't developed, you don't have a sales history. Instead, you rank items
according to expected profitability. (You can go back later and cross-reference
them by both profitability and bestsellers.)

Determine which applications or functions on your site contribute most
to your revenue sources and which indirectly support revenue growth.

This step helps you not only understand the purpose of each site element but
also prioritize where to spend your time and resources. Some components are
essential to building sales, but others are just nice to have. For instance, a
shopping cart or payment-processing method directly affects sales because
customers use it to purchase products. Similarly, call-to-action buttons (to
register for a free trial), forms (to contact sales), or links (to download a white
paper) are important because they prompt a desired transaction. Social media
sharing buttons, and a registration box to sign up for a newsletter or get the
latest blog articles are examples of indirect contributors. (Although social
sharing and the newsletter don't lead to immediate purchases, they help future
sales by creating continued awareness.)

Compare your remaining list of products, services, and features with
your site’s purpose (as defined in Step 1) and omit the ones that don't
directly contribute to it.

Items that don't directly reflect your site's original intent can cannibalize it
down the road and eat away at your profits. By streamlining your revenue
sources, you keep the site tightly focused on its target customer.

You should understand now what adds value to your site (and to what degree).
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6. Strategically place features and revenue sources on your site map, which
becomes your profitability plan.

Usually, a site map represents all the pages that make up your website. The
layout indicates the placement of the pages. In this step, you're simply creating
a site map, or visitor pathway, based on profitability. In other words, specify
where you want those “opportunities to purchase” to be placed on pages in the
site. Is your largest revenue generator promoted or clearly visible from the top
of your home page, or do customers have to click through five pages to see it?
Which of your pages are top landing pages (pages other than your home page
where visitors are likely to enter your site)? Do these landing pages contain the
right information or calls to action to lead to a purchase? If you receive indirect
revenue when customers agree to submit a form page for more information,
can they access the form from your home page or from the top landing pages?

Now you have a plan! With your profitability plan in hand, you have a guide dur-
ing the technical stage of building your site. (We address the technical aspect of
site development in Chapter 3 of this minibook.) The profitability plan helps make
clear your objectives for the site based on revenue. Next, you want to define spe-
cific goals and conversion points on your website pages to determine how visitors
should move through your website and ultimately buy from you.

Guiding Website Traffic Flow

158

In the past (and we mean years ago, when businesses first started getting online),
websites had a very simple structure. There were usually three to five main sec-
tions of a site (Homepage, About Us, Products, Services, Contact Us) with few total
pages — usually less than a dozen. Today, websites, especially e-commerce sites,
can have hundreds of pages, or more.

There are also lots of different ways people can find or enter your site — directly
(by typing your domain name in a web browser), through a link in social media,
by responding to an online ad from Google AdWords or Bing, or through organic
search (because they’re searching for information or products and your site shows
up in search results). Not to mention, new visitors can start their experiences with
your site from your home page or from any other page in your website (this is
considered a landing page because visitors “land” on it first).

With so many different pages and options for what and when a visitor first sees on
your site, it’s critical to help define the path you want visitors to take. You want to
map out and control, or heavily influence, how traffic flows through the pages of
your website. Ultimately, you want that traffic flow or “visitor pathway” to result

BOOK 3 Website Functionality and Aesthetics



REMEMBER

FIGURE 2-1:

Guide the traffic
flow through your
site based on
defined goals and
conversion points.
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TIP

with an action — making a purchase, requesting a quote, watching a video, down-
loading a white paper, registering for a webinar . . . the list of actions is nearly
endless and totally dependent upon what you want your visitor to do.

Let’s start by defining exactly what we mean by website goals and conversions.
A “goal” is an end result you want to achieve, and it must be specific and measur-
able. You might have a goal to increase traffic to a particular product page on your
website by 20 percent over the previous 30 days and have a bounce rate (whether
or not visitors immediately leave or bounce off that page) of 40 percent or less.
A “conversion” is the completion of an action, such as clicking a call-to-action
button or actually buying a product.

We sometimes talk about conversion rates to determine how successful an online
offer is on a particular page. One way to calculate the rate is by dividing the num-
ber of clicks on a call-to-action button by the number of visitors on the page over
a certain period of time. A Buy Now button on a product page may have a 2 percent
conversion rate, for example. We go over conversions in more detail in Books 6
and 11.

Before you can map out how you want traffic to flow through your website, you
need to define the goals and conversion points for each page of your website. And
all these decisions are critical to successful website design! Obviously, you cannot
physically control what actions website visitors take and which pages they view,
or in which order. However, knowing the goal of a specific page helps you deter-
mine which calls to action you need on the page, and further helps you determine
what type of content you need on that page. Figure 2-1 shows an example of a
visitor pathway based on goals and conversions.

Page —> Goal — Conversion

/Pricing —> Engage sales —> Request quote

Use the information from the profitability plan you create to determine what type
of conversions you need on each page. This ensures you are directing visitors to
click on offers that help generate the highest possible revenue for your online
business.

Each page of your website should have a goal associated with it. What is the pur-
pose of the page? What do you want visitors to do when they are on that page?
Where do you want visitors to go next? For example, the goal may be for visitors
to read information about a common problem they may be having and learn more
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(which could be measurable by the bounce rate and time spent on the page). The
conversion point may be to click a link within the text to a product or service page
that solves the common problem they just read about; or it might be to watch a
video for more detailed information. Knowing the goal for each page also helps
you determine the most appropriate conversion points on the page. (Yes, you can
have more than one conversion point!)

Once you have goals, conversions, and visitor flow mapped out, you have a good
starting point to determine your site’s structure. But don’t relax just yet. Next,
it’s time to wrap up all your goals, flows, and functionality with some attractive
design elements.

Looking Your Best

First impressions are lasting ones, or so the old saying implies. In the first few
seconds of viewing your site, visitors first decide what they think about it. Often, a
favorable impression is based entirely on the design elements you use. From clas-
sic to vintage or from plain Jane to modern, establishing that look sets the tone
for your entire site.

Following basic design principles

When you’re thinking about site design, consider the following major elements
that contribute to a winning look:

¥ Structure: The foundation of your site's design is its structure, or layout.
Determining the layout of your site requires that you make decisions about
these elements:

Number of pages: Consider the depth of the site (the number of pages that
are necessary).

Placement of the navigational toolbar: The series of buttons or links that
people use to visit different areas of your site — referred to as a toolbar,
navigation bar, or menu bar — is commonly placed along the left (or right)
side of the site, along the top, or in in both places. Making your site
responsive, or adaptive to viewing on mobile devices, is a critical part of site
design today. Simple, fixed menu bars or drop-down menu bars are
popular style choices when building a responsive website. Figures 2-2

and 2-3 show one of the ways to use a simple navigational bar that
expands to reveal multiple levels of navigation.
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© Buttons, tabs, and links: Buttons you can use on the navigation bar come in
unlimited designs, shapes, and colors (depending on the software you
use). Additionally, you can use text, rather than a button, as a link.
TravelOregon, shown in Figure 2-4, uses a different style approach to a
navigation bar. You might also want to repeat a navigational bar in the
form of links at the bottom of the page.

¥ Color: An influential design element is the color scheme for your site. Do you
go bold and bright or soft and understated, or do you stick to plain white or
neutral colors? Another consideration is how to incorporate those colors (or
lack thereof) into the site. You can use a color as a background for your entire
site, to highlight sections of text, or to separate segments within your site.
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¥ Font: The font type and size you use throughout your site makes a statement.
And with thousands of font styles to select from, you can send a variety of
messages to your customers in the blink of an eye. Additionally, the text size
you use contributes to not only the look of the site but also its readability. For
example, text that's too small might not be easy to read. Serif fonts, which have
hooks and loops on the letters, are also difficult to view when used online.
Sans serif fonts remove the extra detail and can be more easily viewed online.

Font type is an element of web design that changes often, based on current
design trends. For example, using creative, artistic, or graphical fonts became
popular in 2014. In previous years, a simpler font style was preferred by most
designers. The popularity of mobile devices is influencing font styles today.
For readability with mobile responsive design, we've seen a return to simple,
easy-to-read fonts. No matter which style you choose, it's important to find a
design that works for your brand and to be consistent across the site. To stick
to the basics, see the following table for a list of some basic web fonts.

Font Message It Sends

Arial I’'m common and nondescript.

Comic Sans I'm choosing whimsy over seriousness.

Courier New I'm old-fashioned, from the era of newsroom typewriters.
Georgia I'm classic and professional and layered with style.

Times New Roman I’'m quite traditional.

Trebuchet I’m professional yet relaxed (similar to casual Friday in the workplace).

Verdana I emit a friendly, modern vibe.

162  BOOK 3 Website Functionality and Aesthetics



¥ Images: The use of photos and graphics (animated or otherwise) can
complement your site if they're used correctly. Images draw readers’ eyes to
specific areas of your site and can help illustrate information and ideas.
High-quality images have always been a necessity if you're selling products.
But now images are must-have elements for all types of sites — not just
e-commerce. When you're designing your site, think about how many images
you'll use, their size, and which location will produce the best effect.

¥ Social media: Unless you've been in a cave for the past few years, you know
that social media sites such as Facebook, Twitter, Pinterest, Instagram, and
LinkedIn continue to increase in popularity and that businesses of all types
are expected to embrace them. (You discover more about social media and
how to use it in your online business in Book 7.) Social media gets your
customers more involved with your brand by encouraging them to comment
and share information, which in turn could lead to more customers and more
sales. To promote this type of activity, a decent amount of space throughout
the website is used to persuade customers to “like” you on Facebook or
“follow” you on Twitter. Other common social media tactics include offering
customers the ability to pin, or share, images and product pictures from your
website on social media sites such as Pinterest or Instagram. You need to
consider where and how you place these opportunities on your site.

DOES YOUR SITE DESIGN WORK?

Before finalizing your site’s design, ask yourself these questions to determine whether
your site makes a winning first impression:
® Does the design reflect your defined purpose for the site?

® Will the look of the site appeal to your customers and encourage them to buy
from you?

® Does the site’s design (especially colors and fonts) allow information and products
to be easily seen? Or do your eyes strain to look at text and images?

® Does the choice of layout, specifically the navigational bars, make it easy to locate
information and move between pages?

® |s the site consistent with all other marketing and promotional tools you use?

® When customers first view the site, will it promote the image you want them to
have of your company?
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¥ Media: Video has become a common element that you should consider in the
design of your website. The soaring popularity of YouTube, its influence in
search engine rankings, and the amount of times it is shared through social
media have contributed to the widespread acceptance and use of online
video for all sorts of purposes. For some sites, this capability becomes an
intricate design element. For others, it may be considered only as a marketing
tool. Research supports the idea that video increases customer engagement
(how the customer interacts with your site and brand) and can increase
product sales (when using video for product reviews or testimonials, for
example). You must weigh the pros and cons of video and decide where and
when it will be used across your site, along with how to use it in a way that
supports, rather than detracts, from your site’s usability.

Making design choices

You must make a number of decisions when you develop the look and feel of your
site. How do you choose which options make the most sense for you? Generally,
one or more of these characteristics dictate a site’s look:

3 Your industry or line of business: If you're in a conservative industry, such
as accounting or financial services, consider that subdued colors with a simple
layout might appear to be more professional. Alternatively, if a potential
customer is searching for a graphic designer, the customer might expect to
see a bright, funky design with lots of colorful images.

3 The types of products or services you offer: Selling products or services
that have a serious message (such as medical equipment) begs for a low-key
design approach. And the information your site contains might require many
layers of pages to provide research or product information. On the other
hand, products that are fun or made for recreational purposes might sell
better if the site is light and whimsical and filled with product images rather
than with product data.

3 An existing brand: Particularly if you have an established business, your site’s
style or look might be predetermined by your company's store or product
base. You want your site's image to be consistent with your established brand.
In that case, you should pull design elements for your website from a logo,
marketing materials, or the design of the existing bricks-and-mortar location.

3 Your customers’ demographics and psychographics: Age, gender, educa-
tion, and geographic location are examples of demographics. Attitudes,
opinions, and values are considered psychographics. In general, the more you
know about your customers, the more likely you are to create the appropriate
feel for your site. Consider designing your site to fit the image of your target
customer, especially with niche (or highly specialized) markets.
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3 Your personal preferences: Sometimes, your choice of design elements
depends on which ones most appeal to your taste. (You get a say in this
process, after all.) Okay, you shouldn't design a site based entirely on personal
preference, but nothing is wrong with throwing in a few elements that make
your heart sing.

The final consideration in designing your website is to create a timeless look — but
we don’t mean that you design a site once and never touch it again. A common pet
peeve is a site on the Internet that’s outdated and looks like an early-generation
“brochure” site. We instantly feel as though the company doesn’t care about its
business or its customers. The company probably has a website only because some-
one told the company’s owner that one was needed, so he or she turned a sales
brochure into a basic three-page site, launched it on the web, and never thought
about it again.

If you want to create a website that’s considered timeless, keep these three sug-
gestions in mind:

¥ Keep it simple. Whether a site was developed in 2001 or 2017, trends
change. Trust us when we say that trying to keep up with every new web
design feature becomes expensive and time consuming. By keeping your
design elements simple and by using only one or two trendy features,
however, you increase the design lifespan of your site.

3 Keep the information updated and relevant. This advice includes every-
thing from text and photos to hypertext links and copyright dates. Keeping the
substance of your site current offers value. Also, you can easily overlook a
graphical design that might make a site seem dated, but having incorrect or
outdated content is an e-commerce sin.

3 Avoid images or graphics that visually date the site. For instance, if you
use seasonal or current event photos, your site can quickly become dated.
(However, these types of images are suitable in a blog or an area of the site
that you plan on updating frequently.) Similarly, photos of people can be
telltale signs of an outdated site because of clothing and hair. The exception is
if you intentionally use graphics or photos that evoke a retro feel or provide
relevant historical information.

Before designing your site, do your homework. Search the Internet for competi-
tors’ sites, and evaluate which design elements work and which don’t. You can
even gather a small group of prospective customers and ask them which sites they
respond to most.
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Choosing Substance Over Style

In case your head is filled with hot design ideas, we should mention that a good
site doesn’t function by design alone. In fact, sometimes you can make your site
even better by sacrificing trendy design elements. The good news is that if you
agree to forego a few of those high-end elements, your budget will breathe easier.
The bad news is that some folks are just flashy, and breaking old habits isn’t easy.

Okay, if you haven’t guessed yet, we’re talking about the use of Macromedia
Flash, the intense graphics-animation program that some people swear is a web-
site must-have. You’ve probably seen the images of fast cars that pulse across
auto dealers’ websites. Or maybe you noticed dancing fruit and animated paint
splatters that mesmerize you while they move and twist seamlessly throughout
a site — that’s Flash animation. To be honest, its value is a point of contention
among professional designers. Half agree that it’s a beautiful, and perhaps even
useful, tool. The other half think that the web would be better off without it.
Confusing the matter further is that these views on the use of Flash continue to
change.

Flash that’s done well can be entertaining and serve a purpose. If you’re looking
for information quickly, though, or want to buy a product, having to continually
trudge through Flash programs becomes annoying. Flash can also interfere with
a user’s experience, especially on mobile devices. For many reasons, the use of
Flash has been on a steady decline; research indicates that less than 8 percent
of websites now use Flash. Our professional opinion is that the majority of web-
sites, especially business websites, can do without Flash. Thanks to HTML5 and
its capabilities as an advanced programming language, especially when program-
ming for mobile devices, experts agree that Flash is definitely on its way to being
extinct. Video has also provided a better alternative to Flash, while preserving the
entertainment value or Wow! factor that Flash once offered, but without impeding
the site’s functionality. Here is a list of other reasons why Flash is not your friend
when designing a website:

3 Flash is costly. The added expense for developing Flash animation wreaks
havoc on most design budgets. Also, if you need to update content frequently,
the bills add up fast. Frankly, a better use of time and budget resources is to
use video on your site.

3 Flash lacks purpose. In most cases, high-tech Flash animations are unneces-
sary and don't serve a legitimate function.

¥ Flash is a time burden. The time it takes to load, or the need for special
software to play an animation, is often frustrating to non-broadband
customers.
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¥ Flash is ego driven. A desire to develop Flash often revolves around web
designers who want to flaunt their skill set, or site owners who want a
jazzed-up site, as opposed to using a tool that suits the needs of the site.

¥ Flash causes time delays. Because the use of Flash can easily add to the
development time of creating your site, using Flash adds not only cost but
also time.

With so many reasons not to use Flash, you might be wondering whether you have
any reasons to use it. Proponents of the development tool are quick to defend it
(even though HTML5 is making these pro-Flash arguments increasingly difficult
to defend). Here are what some people still view as positive aspects of Flash:

3 What you see is what everyone sees. Flash ensures that your page appears
the same way no matter which browser displays it.

3 Flash shows off your products. In some cases, Flash can quickly and
efficiently transfer information and dynamic images from a database and take
up less bandwidth. Flash can also enhance product demonstrations.

¥ Flash is creative. The tool can be an interesting way to entertain, get
attention, or encourage interactivity with your website.

¥ Flash looks good when it's done well. Flash, done well, can lend a profes-
sional, high-tech look to your site.

You don’t have to completely shy away from using Flash, but be thoughtful in
whether it will enhance your site’s design and usability.

Whether you’re pro or con about the use of Flash, the decision to incorporate it on
your site ought to hinge on two questions:

¥ Does Flash enhance your customers' experience when they're visiting
your site?

¥ Will your sales increase as a result of incorporating Flash into your site design?

You can build your site in lots of different ways: You or someone you hire might
build a site from scratch, or you might buy a ready-made template or e-commerce-
enabled storefront, or you could use blogging software (such as WordPress or
Drupal). Regardless of which method you use to build your site, and what types of
bells and whistles you may decide to incorporate in the site, you’ll still have plenty
of decisions to make when it comes to style and functionality options.

CHAPTER 2 Designing for User Experience 167

Designing for User

Experience






IN THIS CHAPTER

» Planning a well-structured business
website

» Finding out how to build your own
website

» Using HTML commands effectively

» Building web pages with specific
software tools

» Hiring the right professional to help
you design your site

Chapter 3

Building a Site Without
Spending a Fortune

n the early days of the Internet, simply having a website was a way to differ-

entiate your business from the competition. As interest in the web developed

and grew, companies of all shapes and sizes focused their efforts on capturing
people’s attention with websites. Because of this growth in online competition,
planning a site and building a distinctive design and proposition became increas-
ingly important. After all, an outstanding site encourages current customers to
stay with your business and promotes your site’s presence to the new shoppers
who come online every day.

The same basic principles of website design apply as much now as they did when
the web took off in the mid-1990s. Technologies used on the web might come and
go, but you don’t have to include the latest and greatest technology on your site.
Customers are drawn to sites that are simple, focused, easy to use, well organized,
and useful. Everything else is just sound and fury.

In this chapter, we present the steps for creating a website that serves your busi-

ness and your customers. We direct you to spend some time defining exactly what
you want on your site, and then we show you ways to implement your ideas,
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either by yourself or with the help of a professional. In either case, we specify the
issues you need to consider and the traps you need to avoid so that you can focus
on designing your website and then move on to the next phase of your business.

Mapping Your Route to a Successful Site

170

When people opt to build a new house or commercial building, they don’t just
hire a contractor, bring over the concrete and tools, and say “Go for it.” Before
construction even begins, they craft a carefully detailed plan that they review,
edit, and approve. Your website should be treated the same way. The best sites
aren’t dreamed up by eccentric designers and thrown together quickly. Good sites
require a clear road map from the people who run the business to ensure that the
focus of the business is never lost.

Thinking about your website before you start its design is important. Start by mak-
ing a list of all the functions you want to provide on your site. If you’re tempted to
believe that your site has just one function — to sell stuff — we encourage you to
break down that function into subfunctions, by answering these questions:

3 What kinds of products do you want to sell? The number and organization
of pages you have on your site depends on the makeup and complexity of
your products or services. For example, you should have at least one page for
each type of service that you offer.

3 How many distinct categories of products will you sell? You might need a
separate page for each product category. Think about splitting up categories
such as consumer electronics and computer products, for example.

3 Will customers be able to create an account on your site? If so, you need
to provide a page where customers can log in, update their personal informa-
tion, view their orders, and enter payment information.

3 Will you provide customers with additional content, original or not?
Some websites make money by offering a subscription for their customers to
read premium content such as special articles, interviews, and video, audio,
and photo excerpts.

3 How will customers pay for their orders? You need to be able to take credit
card orders, as well as consider popular online payment methods such as
PayPal or Google Wallet. In extreme situations, you may consider providing a
mailing address if you accept personal checks or money orders.
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3 Will you tell people about you and your business mission? Some compa-
nies think that having a web page about their mission statement isn't impor-
tant, whereas others use this page as a way to connect with customers.

3 Will you provide instructions for using your website? It has been a
common practice for websites to create a page for frequently asked questions
(FAQs) to help their customers use the site properly and find everything that's
available.

After you come up with your list of site functions, the next step is to draw a map
showing the web pages you need to accomplish those functions and showing how
the pages relate to one another. At this point, don’t even think about how the
website or the individual pages will look; just identify the different pages that
need to exist on your site. Assign each page to a box on your map, and check off
the function that the page will handle. When you’re done, you should have a map
of your site that looks like a flowchart.

SITE-BUILDER CHECKLIST

Most e-commerce websites have a basic list of pages that they provide to their
customers. As you're designing your own site, take a look at the functions that most
sites provide and decide which types of pages are right for your business:

® Home

® Catalog

® Customer account

® Order information

® Privacy policy

® Frequently asked questions

® Website and social media content

® Map and directions (if you have a retail site)

® Checkout

® Payment processing (PayPal or a merchant account)

® About Us or company history (describes mission, purpose, or employees, for
example)
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FIGURE 3-1:

The home page
on your website
leads into all your
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categories.

Q

TIP

At the top of your map is the home page, which is your launch pad to the rest of the
website (see Figure 3-1). This page answers all the basic questions that custom-
ers have about your business, just like the friendly receptionist in the lobby of a
50-story building. Whether this visit is the first — or the fiftieth — for your cus-
tomers, the home page has to answer their questions in a clear, concise, organized
way or be able to point them in the right direction quickly.

Home Page
Product Product Product About
Category 1 Category 2 Catalog Search the
Home Page Home Page Page Company
Product Product Product Product Mission
D Timeline
Page Page Page Page Statement

You can build a web page that holds a text version of the map you created and
make it available to your customers. Just like a road atlas helps drivers follow their
route, this site map helps your online customers find anything available on your
site without taking a wrong turn — or, in this case, a wrong click.

Below the home page are your main category pages. Although your first draft
might look like the one shown in Figure 3-1, the beauty of such a simple map is
that your site plan can expand and grow from that basic model. As you design
more complex and function-intensive websites, you can add more levels to your
website map. When you build your site map this way, you can visualize how your
entire site operates, because you capture how your pages support each other.

Setting reasonable expectations

When your website is in the paper-and-pen phase of design, you might find that
you’re adding a bunch of boxes (pages) and dreaming up the ultimate website.
After all, you haven’t designed or written the pages yet, so creating a gigantic,
robust, fully functional site for any customer is easy — on paper.

Although we don’t want to take the wind out of your sails (or is that sales?), we
definitely advise you to keep these expectations and guidelines in mind as you
begin to turn your road map into your virtual store:
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3 Don’t put too much stuff on one page. Avoid tying together several product
lines. If a page become bloated — too filled with information and graphics, for
example — it becomes too long for customers to read and takes too long to
load and display on their screens. More important, as a growing part of the
population uses mobile devices like smartphones and tablets to surf the
Internet, your pages need to be optimal for mobile devices to load quickly.

¥ Position key information at the top. Keep your pages short, and put key
information at or near the top of the page. Newspapers place key articles
above the fold (the top half of the newspaper page) because not all readers
take the time to flip over the paper to read the bottom half. On the Internet, if
you're asking your customers to scroll down the page to see something
important, you're taking the risk that they won't do it and might leave your site
without seeing your business's main functions.

3 Keep the number of steps to a minimum. One reason why customers come
back to a site such as Amazon is that they can find an item, click once, and
have the item shipped to them. Customers turn to online shopping for
convenience, so offer them a quick or smooth process to navigate the critical
areas of your site. Even though some customers stay to look around, take
advantage of your content, or use other functions, your site needs to appeal
to the customers who want to get in, get what they want, and get out.

One way to check the complexity of your website is to look at your road map.
If you have too many levels between the home page and a finishing point for
placing an order, consider revamping your plan to provide a smoother path.

3 Remember that good design takes time. Don't expect to have your site up
in a day. Although the broad strokes of creating a website (such as creating
the navigation bar and home page layout) can happen quickly, the refinement
and fine-tuning of the site (such as defining button colors or the number of
columns) can take much longer. Then again, fine-tuning can separate you
from the competition in your customers’ eyes. Give your designer enough
time to do good work but not free reign to create a masterpiece.

Avoiding common holdups
in developing a site

The last part of any website design process involves looking at the site map and
page count and then estimating how much time you need to create the site. Expert
designers typically estimate a number (of hours, days, or weeks, for example),
and then pad that number by adding extra time to complete the project. You might
ask, “Why pad the estimate?” After all, if someone is just implementing your
well-structured plan, what can go wrong?
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Developing your site can take longer than you expected for a variety of reasons. As
you move from website design to implementation, beware of these traps:

3 Trying to design and build the site at the same time: People like to dive in
with only a few pages on their maps (before the design is complete) and then
add pages as they build out their sites. The constant starting, stopping, and
thinking about which extra pages are needed can slow you down when you're
trying to build the site.

3 Not having the right capabilities for your site: Some people envision
having a graphics-rich, interactive, advanced website and then find out in the
design process that their Internet service provider (ISP) can't support certain
programs or supply bandwidth to display video properly. Careful planning
helps you create specifications, which you can verify with your site provider to
make sure that your site capabilities are what you want — before you buy.

3 Not updating the entire site when you make a change: Even the most
carefully laid website plans can require some modification when you imple-
ment them. Remember that good sites link back and forth between different
sections. The last thing you want is to update one section without updating
the links in the rest of your site. If this happens, your customers can get lost
while surfing around — and might leave for good.

¥ Forgetting about the message: As your website grows and expands, you can
easily lose focus on what the site should accomplish. At any time, you must be
able to go back to your home page — or any other page — and determine the
site focus by viewing the page for a few seconds. If you spend longer than 10
or 15 seconds interpreting the message, you're off track.

No matter how many changes you make, never let the message of your site
get lost or obscured.

REMEMBER 3 Not having the content ready: You can have the plan built and promise to
deliver your data or content to your website developer by a certain date. If
you miss this date for some reason, you throw the developer's plans — not to
mention the project's workflow — into chaos.

3 Not having a reliable developer: The best-laid plans are just plans until
someone turns them into a website. If you're depending on someone with
specialized skills, make sure that he or she has the time available to deliver
your site when you need it.
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You Can Do It! Making a
Build-It-Yourself Site

TIP

©
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The thought of turning site maps, content lists, and other plans into a full-blown
website can intimidate almost anyone — especially someone who has never cre-
ated a web page. To create web pages in the early days of the Internet, you had
to know the specialized computer code HyperText Markup Language (HTML) and be
able to write that code by using a program such as Notepad. Nowadays, you can
find many tools to help you design your own site without having an extensive
knowledge of HTML, but you can also benefit from knowing how to implement
some of the helpful features in the current HTML5 version of markup language.

Therefore, knowing how to use some HTML (specifically, HTML5) is still a good
idea because this knowledge gives you more control over the site-building pro-
cess. Although website tools can create a lot of HTML code and help you build
functions quickly, you might have to edit the work those tools do to make your site
faster, smoother, and easier for customers to use. You have to direct these efforts
to make sure that your site is an effective communications tool for your customers
to do business with you. These website tools can help you get something done, but
you have to provide the “why’s” of the web page: Why is it being built, and why
should customers use it?

A good first step is checking with your web-hosting company to find out which
site development tools it provides. Most hosting companies have site design tools
and templates that work with their servers, and can get you up and running with
basic web page designs. You can update those basic designs with your own con-
tent, labels, and products.

If your web host doesn’t provide any site-building tools or you’re not happy with
its offerings, don’t worry — you have more options, as outlined in this list:

3 Free tools online: You can find a number of free or inexpensive site builder
tools on the Internet. Table 3-1 lists some of these tools.

You might also find free web tools from your Internet service provider.
Companies such as your cable or Internet provider offer free web-hosting
space and some basic tools for building your personal website. You can use
these same tools to help create your e-commerce site. As your site grows, you
should consider transitioning it to a paid account because free hosting
accounts usually come with a lot of restrictions.
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TABLE 3-1 Companies with Site-Building Tools
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Company Name URL

CoffeeCup www . cof feecup.com

Creating Online www . creatingonline.com
Trellian WebPage www.trellian.com/webpage
Web Starts www . webstarts.com

3 Your word processor: You can even use your word processor to build a
website. Microsoft Word can save any document you create as an HTML file
so that you can type your site map and create web pages without much
stress.

3 Advanced site builder software: Later in this chapter, the section “Going
modern with WordPress, Adobe Dreamweaver, and more” introduces some
advanced, superfunctional programs that can help you build a rich, complex
site for your business.

Using HTML: The old-fashioned
way to build a page

Regardless of the web design tool you use to build your website, you need a basic
understanding of how HTML works. This understanding helps you edit your pages
and figure out what your tools are creating.

Unlike software code that has to be translated, compiled, and otherwise prepared
before a consumer can use it, HTML code is written, saved as a file, and then
interpreted by the program that reads the file. Usually, the software program that
reads the HTML file is a web browser, such as Microsoft Internet Explorer. The
web browser opens the HTML file and finds these two elements:

¥ Text represents the titles, headings, paragraphs, links, and other elements
that you want customers to see when they visit your website.

3 Commands, or HTML markup tags, tell the web browser how to mark up, or
format, the text that's in the file and, therefore, control how the text looks to
customers.
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The browser reads all the instructions that you place in these markup tags and
draws the web page on the computer screen according to your specifications.
Because this language is uniform and structured, most web browsers interpret the
commands in the same way. Your customers see the same design regardless of the
computer or operating system they’re using.

Commands are marked in the HTML file by command-start and -stop symbols:
the < and > signs. They look like this:

<command>

Typically, HTML commands are implemented by indicating, in this order:

¥ The start of the command
3 The text that will be affected by the command

¥ The end of the command

For example, if you want a word to appear bolded on your web page, you write
<B> word </B>

The <B> command indicates that you’re turning on (starting) the Bold command.
Adding a slash (/) to the ending command tag indicates that you’re turning off
the command. Your web browser looks at this code and creates an effect as though
you’re holding down the Bold key, typing a word, and then releasing that key and
moving on to the next section.

If you don’t provide the command tag to end a particular command, the web
browser continues to format the rest of the file by using that command. If you put
a <B> (the Bold command) in your file and then forget to end the command, the
rest of the text in your web page appears as bold text.

Every HTML file has certain essential commands that should always be present.
The following listing shows a skeleton HTML file:

<HTML>
<HEAD>
<TITLE>Basic webpage title</title>
</HEAD>
<BODY>
The content of your web page would go here.
</BODY>
</HTML>
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Always put the <HTML> tag on the first line of your HTML file. This tag tells the
web browser that it can find HTML code inside your file. Next, your web page
contains two sections: the header (marked by <HEAD>) and the body (marked
by <BODY>).

Your header section should contain all the information that defines your web
page, which includes — but isn’t limited to — these elements:

¥ Title: Your website title appears on the browser's title bar and should instantly
tell customers the purpose of the web page.

¥ Function definitions: For example, if you're creating a web page for custom-
ers to search your catalog, make sure to define the function as a search page.

3 Author information: Fill in the author’s information, whether it's you, your
business name, or your web designer. That way, customers know whom to
thank for a well-planned website, interesting content, and a creative design.

¥ <META>tags: This type of tag tells your web browser the definition and
keywords of your web page. See Book 6, Chapter 6 for more information on
these tags.

The body section contains everything else related to the web page, especially
anything visible to your customers, such as

3 Your content: For example, a description and photographs of your products
or services, and any information you're displaying for your customers, might
appear in this section.

¥ Navigation information: Usually, every web page has a consistent set of
links that can take your customers to every main section of your website with
one click.

3 Links to other parts of your website: If your web page needs to reference
another part of your website, make sure the link is present in the page.

3 Links to other websites: Many times, a website offers links to other websites
that are complementary to it or partners with them for co-promotion efforts.

3 Forms asking customers to fill in information: For example, you need the
name and shipping address of any customers who decide to order something
or join your mailing list.

Sometimes, designers put all the information in the body and very little in the
header section. Although your web page still loads and presents itself to your
customers, the lack of a divider between header and body information makes it
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harder to update your web pages properly (for example, when you need to change
some functions on your website) and maximize your outreach to the Internet
community. Similarly, putting main content inside the header section can distort
the display of your web page because some web browsers try to condense the
header to the top of the screen.

Qualifying your HTML commands

Some HTML tags require markup instructions other than the caret signs (< and >)
and the command name. These needy tags require specific information, known as
attributes, which your web browser uses to implement the command. Like the com-
mands, these attributes are written inside the caret signs to separate the markup
instruction from the regular text of the file.

Suppose that you want to provide a web link so that when customers click the
words Order Here from your home page, their web browsers open your catalog
page. Although the command for building a web link is <A>, you have to assign the
attribute of the destination page, which is known as Hypertext REFerence, or HREF.
You would write the following HTML code:

<A HREF="catalog.html">Order here! </A>

You turn on the web link command with <A, assign the destination catalog.html
as your web link (HREF), add the words Order here! as the text your customers
see, and end the command with </A>. Notice that you do not have to close out the
attribute separately; just define it within the carets surrounding the opening tag.

Table 3-2 shows some common HTML commands that have important attributes
to define.

TABLE 3-2 HTML Commands That Require Attributes
Command Attribute Element That It Assigns
<BODY> BGCOLOR Background color

TEXT Color of text in the body

LINK Color of web links

VLINK Color of visited web links
<FONT> COLOR Color of the font

SIZE Size of the text using this font
<IMG> SRC Source of the image file
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uses the default attributes that the customer set up on his or her computer or
that was supplied with the web browser software. Typically, the link color is set
rememser  tO blue, visited links are set to purple, and the background color is set to white.

@ If you don’t assign attributes such as background color or size, your web browser

Using tables to organize your page

After you understand the basics on how to set up a web page, you want to find
ways to organize all the text, graphics, and data that you present on your web
page. Specifically, if you want to show an array of products on your website, you
organize the product photo, description, Buy Now button, and other specifics
in a smooth, centered format. One popular way that website designers ensure a
smooth presentation is to use HTML tables.

Originally designed to show numbers and data in a spreadsheet-style format,
tables are now becoming the building blocks for aligning every element in a web
page. Many navigation toolbars, whether they run across the top or left side of a
web page, are in fact HTML tables that space the navigation commands evenly, no
matter which web browser or computer screen is being used.

The easiest way to build a table is to use an automated website builder (such as the
ones we discuss in the next section). However, understanding how tables are cre-
ated in HTML helps you make any necessary edits, in case the builder tools don’t
properly create all aspects of the table.

Follow these steps to define a table in HTML:
1. Type the <TABLE> command wherever you want to start building a table

in your HTML file.

2. For every horizontal row you want to build in your table, type the <TR>
command to start the row and the </TR> command to end the row.

You can assign as many rows to a particular HTML table as you want. Although
there’s no minimum number, you should try to put at least one row in each
table you create.

3. For each column cell you want within a row, type the <TD> command to
start the cell and the </TD> command to end the cell.

Although you define the number of rows in the table, your web browser
interprets the number of columns in your table by counting the number of
cells created with <TD> and </TD>.
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If you create different numbers of cells within your rows of a table, your web
browser tries to compensate by evenly spacing out the cells. This compensa-
tion, however, can result in an uneven display. When necessary, create cells
with no content by simply putting <TD> </TD> in the necessary rows.

4. When you're finished building the table, type the </TABLE> command.

Be careful if you build tables to place inside other tables. Every table on your
page uses a <TABLE> command, and if you start building tables within tables, you
might mix up the matching commands. If you don’t provide the correct number of
</TABLE> commands to end your tables, your web browser tries to format the
rest of your web page into the tables you created, which can cause a disjointed
appearance on your page.

To give you an idea of what a complete table definition looks like in HTML, we
show you a basic three-row, three-column table that contains four different
prices for a product:

<TABLE BORDER=1>

<TR>

<TD>JOEL'S SNOWBOARDS</TD>
<TD> <B>UNPAINTED< /B> </TD>
<TD> <B>PAINTED< /B> </TD>
</TR>

<TR>

<TD> <B>MODEL 1000</B></TD>
<TD>$79.99</TD>
<TD>$129.99</TD>

</TR>

<TR>

<TD> <B>MODEL 2000</B></TD>
<TD>$99.99</TD>
<TD>$179.99</TD>

</TR>

</TABLE>

Using this code sample results in something like the table shown in Figure 3-2.
Notice how the <TABLE> command has an attribute named BORDER. If you set the

BORDER to @, no lines are drawn between rows or columns. This way, your website
visitors see only the contents of your table, not any defining lines.
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FIGURE 3-2:

This web page
has a table with
three rows and
three columns.
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k€] Example of Using a Table in HTML Form - Microsoft Internet Explorer E]@g
File Edit View Favorites Tools Help w

OEack - Iﬂ E" W | ) search 7 Favorites (@ Meda 2 g W -

newcomix. com/table.htm hd ﬂ Go

JOEL'S SNOWBOARDS [UNPAINTED PAINTED
MODEL 1000 57999 512999
MODEL 2000 59999 517999

By default, your table takes the entire width of your web page. You can assign
the WIDTH attribute to your <TABLE>, <TR>, or <TD> commands to manually space
a particular cell, row, or table to appear on the web page. Using the preceding
example, suppose that you want the cell containing the painted price to occupy
just 20 percent of your table width. To accomplish this task, you can use this line
of code:

<TD WIDTH="20%">$129.99</TD>

You need to assign the WIDTH attribute for all cells in the table for that same
column. Otherwise, you risk throwing off the spacing for the entire table.

Your tables can contain much more than just text. You can assign pictures, buttons,
text fields, or whatever elements you want to your table cells. Just make sure that
you’re assigning an equal amount of content to each cell and keeping track of how
much is in each one. You don’t want to throw off the alignment of your table by
putting three pictures in one cell and only one picture in the next cell.

Going modern with WordPress, Adobe
Dreamweaver, and more

Web pages have many elements you can specify, and keeping track of them all
is hard when you design pages using only HTML. The growing number of com-
mands available in HTML fueled the need for software programs to help organize
all these elements. These programs create the HTML commands automatically so
that you can focus on the layout, design, and content of your web page rather than
worry about whether you defined all your table cells properly.

One of the most popular software applications for web page design is WordPress,
which was developed by a core set of volunteer programmers. Preprogrammed
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templates and plug-in applications that work with WordPress enable those with
little coding skill to quickly develop a dynamic website. The other program that
some people use is Adobe Dreamweaver. This program provides many buttons and
menus to help you place HTML commands as though you’re writing a paper in
Microsoft Word. The software prompts you for specific information and then dis-
plays a sample of what your web page will look like, as you’re building the page.
This way, you can try a command to see how it will look and then change it right
there, if necessary, before continuing with your development.

The pros and cons of using
automated site builders

You can use a website builder tool or application, such as WordPress, to create
sophisticated web pages without having much specific knowledge, which is why
millions of people buy these tools every year. However, using automated site
builders isn’t without a downside, and you can fall into certain traps if you rely
solely on these tools.

Here are some reasons to use a site builder tool:

¥ Ease of use: A builder tool is designed to make the process of creating web
pages as easy as possible. It looks like any other software program you're
familiar with using and offers either templates or buttons, menus, and
wizards to help you construct the building blocks of your web page.

¥ Wide array of options: A builder tool is programmed with every available
HTML command as well as with functions that combine these commands.
This combination gives you many options for creating your web pages, and
the tool's ease of use ensures that you don't have to search through docu-
mentation to figure out a specific name and definition for a function.

3 Total control: You can rely on the code that a builder tool generates (or can
be purchased) or insert your own code whenever it's needed. Site builder
tools help you easily validate your work by color-coding the commands in
your file for easy visibility, for example.

Despite the attraction of these features, you should also see the drawbacks of
relying on a builder tool:

3 Unneeded code: These programs have a particular way of inserting code into
your HTML files, and sometimes they insert too much code or unnecessary
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code that web browsers can interpret incorrectly. You should optimize your
code after a builder tool creates it so that your pages load faster and cleanly.
You can use a tool such as HTML Optimizer from iWebtool (www . iwebtool .
com/html_optimizer) or the W3C Markup Validation Service (validator.
w3.org) to help you go through your HTML files.

¥ Exclusive functions: Some builder tools, especially Dreamweaver, offer
powerful functions that you can insert into your web pages. These functions
are sometimes written with special commands that can be interpreted by only
specific web server programs. Web servers advertise this capability as includ-
ing extensions, and whoever is hosting your website has to have the right
extensions file for your web pages to work properly.

¥ Cost: A full version of Adobe Dreamweaver software can cost hundreds of
dollars. Although the software offers a huge array of options, sometimes the
cost isn't justified for the website you truly need for your business.

Creating Your Site with the Pros

184

One way that entrepreneurs get ahead is by understanding their strengths and
weaknesses: They focus on their strengths and have other people handle their
weaknesses. Many people who want to operate their own online businesses aren’t
necessarily skilled website designers, and nothing is wrong with that. In the earlier
section “You Can Do It! Making a Build-It-Yourself Site,” we outline tools and
technologies that can help you create your own website. You can choose another
approach, however: Make the investment to have a professional website designer
create your business site. The right interactions and communications with a pro-
fessional designer can fuel an excellent site, and can even improve your overall
business model so that increased orders and higher visibility help you recover the
time and money you spent.

Some people consult with professional designers to create their sites and then give
the business owners the tools to maintain their sites without any additional help.
Other business owners contract with professionals to create and maintain their
sites so that the designers can introduce new styles and functions as their busi-
nesses progress. Either approach can be beneficial for your business. You should
decide how much help you want, as either a one-time investment or an ongoing
expense.

BOOK 3 Website Functionality and Aesthetics


http://www.iwebtool.com/html_optimizer
http://www.iwebtool.com/html_optimizer
http://www.validator.w3.org
http://www.validator.w3.org

Seeking experience: Choosing
the right website designer

Half the battle of finding a website designer is deciding that you need to hire one
in the first place. The other half of the battle involves knowing where to look
and talking to potential candidates until you find the right fit. Finding the right
designer is similar to finding other specialists you need to solve specific problems.
Whether you’re looking for an auto mechanic, a plumber, a dentist, or in this case,
a web designer, consider these methods for finding a qualified professional:

¥ Listen to word-of-mouth advice. Talk to your friends, business associates,
partners, or anybody you do business with online or in person. Find out which
website designers they have used and solicit their opinions of these
professionals.

¥ See the designer’s work. Look at websites that you like or enjoy. Most of the
time, a small link or reference at the bottom of the home page or About Us
page mentions whether a professional designer created the site. Follow the
link back to the designer’s site for more information.

3 Evaluate the designer’s portfolios. Use search engines, read relevant
magazines in your area, or look around on freelancer sites like Upwork
(www . upwork . com) or review sites like Yelp (www.yelp.com) to find a few
companies. Then evaluate the samples or references they provide, to see
whether their work for other people is good enough or fits the style you
want for your own business.

Hooking up with a web design firm

From the early days of the Internet, some web design companies have focused on
providing quality work for their clients. Going to a design firm gives you specific
benefits for completing your project:

3 Reliability: If a particular designer is having a bad day, week, month, or even
year, a design firm can shift the workload away from that person and find
backup or additional resources to cover the job. Design firms typically have
contacts with freelance designers who come into the firm when needed to
help tackle a big problem.

¥ Coordination: If several designers are working on your project, a design firm
can coordinate the work and give you a single point of contact who communi-
cates your ideas and tasks to the design team.
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3 Experience: Design firms have a portfolio of past projects and experience
that lends itself to your project. They can bring their know-how and expertise
to your project without having to navigate a large learning curve.

Going with a freelancer

When you ask around to find the right website design professional, you might be
pointed toward talented individuals who work on a freelance basis and take on
specific clients and projects that fit into their schedules. Some freelance profes-
sionals take assignments outside their full-time jobs, as a way to make some extra
money. Others have enough clients to make their freelance jobs become their full-
time careers.

Choosing a freelance designer over a design firm has several benefits. A freelancer

¥ Costs less to hire: When you hire a design firm, part of the cost goes toward
maintaining the overhead costs of the company. Although that overhead is
beneficial to ensure the reliability of your project, a freelance designer
typically charges less per hour or per project than the average design firm.

3 Works more nimbly: You might find that a design firm you choose requires
decisions and work to be done in various committees, with approval required
at all stages by the firm’s managers. This system can slow the progress of a
website's development, and if speed is a top concern, a freelance designer
who can focus on your project can produce a quicker result because the only
approval that's needed is yours.

¥ Provides a unique style: Although designing a website is definitely a mixture
of art and science, the creativity you want might not come from a firm that
has developed procedures and processes for cranking out its various clients’
websites. An individual freelance designer can bring his or her own quirky,
creative, unique style to your project, which is what might draw you to this
designer in the first place.

You can use a website such as Upwork to find the right freelance designer for your

@ project. Simply go to www.upwork.com and choose from qualified professionals.

After you create a client account with Upwork, you can click the Post Job button

TP (see Figure 3-3) to post your time and cost requirements and then receive bids
from freelancers.
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Comparing apples to apples

While you’re deciding whom to hire as your website designer, comparing quoted
prices is a natural consideration for making up your mind. If you don’t consider
certain factors, however, they can skew the math and thereby make your com-
parison invalid.

For example, a price for designing a website is normally determined in one of
two ways:

¥ Flat fee: One price covers the complete site development.

3 Per-hour pricing: You're billed a rate per hour of development time.

Knowing a few key items from your designer or firm can help you compare prices
more evenly. In this section, follow the advice that applies to your situation to find
out the specific details.

If a designer or firm charges a flat fee for the entire project:

¥ Ask for a specific list of what's provided for that fee. You might assume
that the price you're quoted is the only fee you have to pay but find out at the
end of the project that the flat fee excludes extras that you assumed
were included.

3 Ask what happens if someone has to spend overtime hours to complete
the project. One benefit of having a flat fee is knowing that you don't have to
worry about the number of hours your designer is spending to build your
website. This way, someone can't dawdle on a function to run up the bill, for
example. Some design professionals offer a flat fee on the assumption that
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the project will take a maximum number of hours to complete. In this case,
the contract stipulates that if the project exceeds that maximum number, the
client pays more.

If a designer or firm charges by the hour:

¥ Ask for time estimates on the various pieces of the project, function by
function. Website design professionals might give you different numbers for
the total number of hours needed. Rather than compare total numbers, you
can compare detailed quotes to know whether one firm is spending more
time on specific functions or one person is forgetting to factor in pieces that
other designers know are essential.

¥ Ask for limits to be put into place. A website designer can easily quote a
specific number of hours and then exceed that number and keep the bill
running while you pay for his or her excesses. That's why you must establish
limits for various pages, especially less complicated pages. The designer
should be forced, at the least, to call you if he or she needs to spend more
time than quoted so that you can hear an explanation and make the decision.

Regardless of how you’re charged, find out who pays if you find a bug or an error
in the work after the fact.

Sometimes, web designers can offer a lower quote because they refuse to cover
the cost of fixing the work when the project is complete. Although the initial price
is low, you could pay more if a lot of reworking or correction is needed, and then
you don’t save anything. Request assurances that the designer will spend the time
necessary at the end, and specify that no one will be fully paid until the project is
completed to your satisfaction.

Your best bet is to ask your designer to provide a full checklist of every action
that’s necessary to build your website and then to review that checklist as your
site is being designed. To ensure that the review takes place, many people tie their
designer’s payments to the completion of the checklist. For example, when the
designer can show that 50 percent of the items were completed, he or she receives
50 percent of the payment. This strategy helps prevent someone from receiving a
full payment upfront and then quitting before completing all the agreed-on tasks.

Speeding up the process

Regardless of whom you choose to be your website designer, take the time to get
the following “ducks in a row” to ensure that your designer is working as effi-
ciently as possible — and costing you less in the end:
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¥ Prepare site specifications upfront. First and foremost, you should have a
clear idea of what your site should contain before your first meeting with the
designer. Prepare a written road map of your site (as discussed in the section
“Mapping Your Route to a Successful Site,” earlier in this chapter) and notes on
the various web pages that you feel are essential. You can brainstorm with
your web designer about your website, but starting with your road map and
making small changes is quicker and easier than starting with a clean sheet of
paper and spending hours writing down the basics.

3 Have your content ready. Make sure that the content you want for your site
is typed and available in electronic format. You're paying the designer by the
hour, most likely, and you don't want to pay a skilled professional to type
reams of data for you.

If necessary, hire a copywriter separately from your web designer, and give
that copywriter the sole responsibility of creating electronic text or Word
document files with your information.

3 Establish firm milestones. When you meet with your web designer, work to
establish rough dates for checking the progress or various milestones, which
can be the end dates for specific portions of your site. Although some web
designers don't like specific hard-and-fast dates, you can reasonably expect to
see portions of the project completed by certain dates. This way, you can see
the progress of your site, make changes (if necessary) before everything is
done, and ensure that the project is progressing.

3 Bereadily available to assist the designer. Make sure that you're available
to answer questions and feed information to your website designer. The
designer shouldn't be stuck waiting days (or weeks) to receive specific and
necessary information from you. Even if you're incredibly detail oriented and
spell out everything in advance, your designer might need to ask you a
question, get approval for a change, or find out more information about your
business before proceeding.

Keeping an eye on your business interests

When you hire a website design professional, the expectation is that you don’t
need to know how to use HTML or have any design skills. That is, after all, why
you’re hiring the professional. However, your design professional will have expec-
tations about how you participate in the project, how your business operations are
reflected in the site, and who owns the rights to the resulting site and its content.
You must know your role in this process so that you can contribute to a successful
site that contributes in turn to your business success.
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Keep in mind the concept of scope when you’re hiring someone to develop your
site. Scope, in this case, refers to the amount of information and areas of concern
that affect your website developer. She should operate within her role as specified
in the contract or agreement between you and her. Don’t involve your developer
in other aspects of your business or create expectations that she will contribute to
your business plan. Keep the developer’s activities focused on the job at hand so
that she can deliver your site as specified.

Drawing up your contract or agreement with a website developer provides a learn-
ing exercise for both parties. Spell out exactly what you need, and specify whether
other people, yourself included, are providing pieces of the puzzle (such as prod-
uct databases) that interact with their work. This way, you both know the extent
of the site developer’s responsibilities.

Staying true to your business and customers

As the business owner, you determine how your site fulfills your business goals.
Although an eager website developer might want to build something to highlight
his specialties, they can conflict with your business purpose. If you’re focusing on
a pure e-commerce site with little extra content, you need to communicate that
fact so that your designer doesn’t hand back a content-rich, bloated site.

Know your customers and the audience you want your site to attract. Talented
designers can build your site in different ways to appeal to different audiences,
and you must point them in the right direction to “hook” the right people. With-
out any specific targets, your designer might produce something that speaks to
every group but says nothing of value to any of them.

Supplying the designer with the right stuff

You can’t just drive your car into a service station, toss the guy the keys, say
“Fix it,” and then walk away and expect to get a fully repaired car hours later.
The same situation applies to designing your website: You must provide the right
information to your designer, and at the right time during the process, so that
your site is built correctly from the start. Here are some tips:

3 Outline your business practices. Your website designer isn't necessarily a
businessperson and can't be expected to understand the intricacies of your
business. You need to explain how your site should operate and why. If you
have certain rules or exclusions for how you sell your goods and services, spell
them out before development begins. For example, if you need to enforce a
minimum order or disallow certain product combinations in the same order,
those business rules must be a part of the proposal. Don't expect your
designer to implicitly know how your business operates or understand its
specific requirements.
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3 Supply all relevant content. At some point, you need to provide the content
that will fill your website. This content consists of not only the names and
descriptions of products but also any product databases, pictures, pricing
information, or other data that has to interact with your site. Unless your
designer is creating your company logo, you have to provide your logo,
mission statement, contact information, and anything else that needs to
appear on your site. Some of this information is spelled out in your agree-
ment; other pieces, such as a customer database, can be handed in down the
road or even at the end of the process.

3 Make your systems available when needed. Your developer also counts on
having you and your computer systems available while building your site. This
statement is especially true for more complex sites that operate on a web
server and communicate with programs such as a database, a supplier's
inventory system, and a third-party payment solution. The quicker you can
provide access, and the more documentation and notes you can provide
about these interlocking programs, the quicker the designer can turn around
and build you the correct website.

Clarifying who owns what

When you’re hiring someone to design and build your website for you, estab-
lish the ownership of this work after it’s complete. You might assume — because
you’re paying a professional to do the work — that this constitutes a work-for-
hire agreement where you automatically own full rights to the resulting site and
its content.

Never assume that you have a work-for-hire situation, and — as part of your
contract — spell out the ownership rights of everything the web developer pro-
vides to you. In addition, make sure that items such as photos, graphical images,
and functions don’t carry any unexpected royalties or licenses that you have to
pay to use.

After the job is done, ask the web designer for a copy of your website, either avail-
able online as a backup copy on a cloud storage service like Dropbox, or on a DVD
or USB drive. This way, if something happens to your web server or you have a
falling-out with your designer, you still have a full copy that you can use to keep
your site running. Make sure that all the images, icons, logos, buttons, and other
types of graphics — not just the HTML files — are included in your copy. If your
web designer also designed your company logo, ask for the logo in different file
formats and sizes.
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IN THIS CHAPTER

» Scoping out the difference between
an ISP and a host

» Understanding the different types of
hosting

» Breaking down the pros and cons of
various hosts

» Reading the legal fine print

» Deciding whether you're ready to be
your own host

Chapter 4

Finding the Host
with the Most

ne of the many decisions you make when you’re starting a website is

where to host it. You might be wondering what a host does and why you

even need one. A host site provides a place (a server) for your website and
all the files that make up your site to reside. That host provides an address so that
others can access it by using the Internet.

In this chapter, you discover the differences between a host and an Internet
service provider, the different types of hosts and what they have to offer, legal
agreements, and the decisions you make about becoming your own host.

Differentiating between an ISP and a Host

Try not to confuse a host with an Internet service provider. You need both! Allow
us to explain the difference by using a car analogy.
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Think of your website as a car. The color, interior materials, CD player, and sun-
roof are all parts of a car that are visible — and those visible elements are compa-
rable to your website. Although the car’s engine might be hidden away under the
hood, it gives the car its power. You can rev it up with lots of horsepower to pro-
vide that extra oomph, even though the only folks likely to see this part of the car
are you and your mechanic! Those under-the-hood works are the same as your
hosting service. You can choose more disk space and other extras that give your
site more power. If the engine isn’t running, your car doesn’t work; similarly, if
your host’s server is down, so is your website.

Where does your access to the Internet enter this picture? That’s your driving
lane, of course. You can stay in the breakdown lane (the equivalent of dial-up
access) or hit the left lane for speed (broadband service). A tollbooth is the equiva-
lent of the service provider that sells you access to the Net. As a benefit, most ISPs
provide both Internet access and web hosting — but you must consider lots of
other options.

Determining What Makes the Difference
for High-Performance Hosting

194

WARNING

When you’re gearing up for a high-performance website, you must decide how
much horsepower — ’er, hosting power — you really need for the site. Horsepower
translates into fast loading speeds, video and sounds playing without interrup-
tion, and images loading quickly. Consider these hosting options:

3 Disk space: The size of your website files dictates how much disk space, or
storage, you need from a host. If you plan to have a lot of pictures, self-hosted
videos, or graphics, count on needing more storage space. Typically, disk
space is measured in megabytes (MB), and 500MB is usually enough for a
basic commerce site — although special features a high video usage may
bump this minimum requirement up quite a bit.

You'll also need more storage space if you use Flash. While Flash is quickly
becoming extinct, and many browsers increasingly block Flash due to security
concerns, there are many sites still use it.

3 Bandwidth: This capability controls how much data, or information, a server
can send and receive at any given moment. The higher the amount of
bandwidth your host's server has, the more traffic (visitors) your site can
support at one time.
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To give you an idea of how important bandwidth can be, consider this real-life
example. Pop artist Lady Gaga launched one of her singles for sale on
Amazon.com at the special limited price of 99 cents. Her fans rushed to take
advantage of the exclusive midnight offering. The result? The site’s available
bandwidth was exceeded, and Amazon'’s server crashed — an almost unheard
of occurrence for an Internet heavyweight like Amazon. And many disap-
pointed customers were instantly unhappy Amazon customers. There are
plenty more of these types of stories where megabrands, such as Victoria's
Secret, and other pop culture giants host events that cause a bandwidth
blackout.

Web hosting is an extremely competitive business. Now, many top hosting
providers offer unlimited disk (or storage) space and unlimited bandwidth.
These services often throw in free domain name registration, too. Take the
time to shop around for the most benefits at the lowest monthly price — the
time you invest will be worthwhile.

Data transfers: Every time someone views information from your site
(including text, images, and video), that's considered to be a transfer of data.
Think of it as traffic (or data) leaving your site. Hosting plans used to allow for
a specified number of transfers per month and then charged additional fees if
you consistently exceeded the limit. Now, most plans no longer mention data
transfers in their service description because it is unlimited. To be on the safe
side, confirm that data transfers are unlimited.

Allowable languages: Depending on which scripting language you use to
create your site, you might have to find a host that supports that specific type.
For instance, support of HTML5 (HyperText Markup Language 5) is standard
for all hosting services these days, as is the PHP: Hypertext Preprocessor
scripting language. However, if you use Ruby on Rails or Python, you might
want to confirm that they are supported without hassle.

If you hire an outside developer to create your website, be sure to ask which
scripting language is being used to design the site. Or ask whether you can
specify which language is used. Then confirm that your hosting solution
supports that language. Some add-ons for shopping cart applications, for
example, require a specific programming code or OS (operating system) to
customize the application. Although an entire site is rarely built in a scripting
language not supported by your hosting provider, we have seen it happen.
Better safe than sorry.

Database access: If you plan to incorporate a database on your site (for
inventory management, for example), the server must allow for it. Typically,
you should ensure that SQL (Standard Query Language) or MySQL is available,
which means that the server is set up to use this language to access and
transfer information from your database. Don't be surprised if you're asked to
pay extra for this feature or if it's free only to a certain extent.

CHAPTER 4 Finding the Host with the Most 195

Finding the Host with

the Most



196

TIP

REMEMBER

»

»

»

E-commerce enabled: Save yourself a headache later and confirm that your
hosting plan supports e-commerce software, such as a shopping cart
program, and that it supports the one you want to use. Many companies
bundle hosting with a specific e-commerce solution (because they get a cut of
the fees from those merchant programs). Either way, you're likely to pay more
in hosting fees when you add an e-commerce feature to your site.

In addition to obtaining e-commerce software, you need a Secure Sockets
Layer (SSL) certificate. It ensures that you can safely transmit data over your
website when customers make purchases. Check to see whether your hosting
plan offers a shared SSL certificate, which covers all websites located on its
server — in which case, it's probably free. Otherwise, expect to shell out more
bucks to purchase an individual SSL for your site. If the hosting company
doesn't offer the option, you can check www . symantec . com for more informa-
tion on purchasing your own SSL. Several kinds of SSL certificates are
available, so weigh all your options before making a final decision.

Operating system: Similar to your desktop computer, a server has an operat-
ing system, too. Deciding which one is right for you depends on what operating
system you're using for your website. Two popular server options are:

Windows: When you're using Microsoft Access, Active Server Pages (ASP), or
any Microsoft-specific scripts, a Windows-based server is more suitable.

Linux: This server software supports almost any type of scripting
language. It's definitely a better match for your website if you use
MySQL, PHP, or Perl.

The type of operating system you have on your own computer doesn't
influence which server is best suited to host your website.

Redundancy and backups: Let's get straight to the point — if your server
crashes, you're up a creek without a paddle. You must back up your website,
which means that your data is copied and saved to another location so that if
one server goes down, your data is still available from the second source.
Your hosting plan should include frequent, and preferably daily, backups to
derail any impending crisis. To prevent backups from becoming necessary in
the first place, you need a reliable server — not to mention a responsible host.
When you're purchasing a hosting plan, determine which type of precautions
a provider has in place to prevent its server from going down. Don't forget
that the problem isn't always a matter of equipment failure. Power outages,
maintenance checks, and other manmade or environmental conditions (such
as severe weather incidents) can cause a server — along with your website —
to go out of commission. Redundancy is the best contingency plan because it
means that your host has dual systems in place that allow information to
remain accessible from a secondary source, even if the primary source goes
out. (If you want to know more about redundancy and business continuity for
your site, we discuss these issues in detail in Book 5, Chapter 2.)
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3 Web analysis: To understand who your customers are and how they're using
your site, chances are good that you need to know how many people visit
your site each day, which parts of the site they frequent, and maybe even
which other sites these visitors came from (based on IP addresses). To find
out, you need some type of web analysis software. If this feature isn't included
with your hosting plan, ask whether any restrictions exist on the type of
software you can use with the site, and whether you pay an additional charge

for using it.
You can embed a small bit of HTML code into your home page (and other
@ pages) and use Google Analytics for free. Google also has a terrific resource
center, including online tutorials, for using analytics. Visit the center at
TIP www.google.com/analytics.

3 Support: No matter who you are, there comes a time when you need a little
help. Although it's not easy to determine the quality of a host's support until
you experience it, you can compare some basic features. Is support offered
24/7 (24 hours a day and 7 days a week)? If not, what are the hours of the
host's customer service center? Are both online support and phone support
available? If online support is offered, make sure that it offers access to
answers in real time, as opposed to waiting as long as 24 to 48 hours for a
response to e-mail. Always confirm whether you're charged for live tech
support and whether the charge is based on use by the minute, hour, or
month. Those bills can rack up fast, even for a seemingly simple question.

3 Other: A host can choose to make beaucoup (lots of) extra features available
with your plan. If all other factors are equal, don't hesitate to compare this
assortment of small prizes to find the host with the most. For example,
mailboxes (for your e-mail) are always included, although the number of
mailboxes offered varies greatly. However, mailboxes might not be a big deal
to you. Some competitive hosting plans offer free tools that allow you to set
up a blog; easy content-management programs; polling or voting features
that allow you to take surveys of your customers; calendars; access to free
stock photos, and more — lots more!

Sorting Out Your Website Host Options

Although choosing a hosting plan can be overwhelming, after you begin research-
ing all the options, you find that most hosts make comparing apples to apples
easy. To ensure competitiveness, hosts often break down their plans into several
categories. With a quick glance, you can determine whether a plan has all the
elements you want.
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Basic, or starter, hosting packages offer bare-bones necessities — enough to get,
and keep, a simple site with minimal images up and running. When this level is
all you need, you end up making your decision strictly on price. (We see it happen
all the time.) What we consider to be the other forced option is when you require
e-commerce capabilities. No matter what, you have to choose the plan that pro-
vides for this need. (Typically, no more than one e-commerce hosting plan is
available from one source — so you need to shop around to get the best deal.)
Again, when you’re selecting among providers, your decision comes down to price
and which e-commerce program is partnered with (or offered by) each host.

Midlevel plans usually leave the most room for uncertainty. These hosting options
vary the most by both price and available features. To overcome indecision, make
a list that prioritizes which items you need and which you’re most likely to set up
and use in the first three months of your site going live. Then again, budgetary
decisions might rule in the end.

Another type of hosting option to consider is the turnkey version. Companies,
such as Homestead (www.homestead.com), provide a complete hosting solution
that includes lots of functionality and features for only a few dollars per month.
However, you must build your website using their site builder software or tem-
plates. We discuss these options in more detail in Chapter 3 of this minibook.

Overall, most hosting plans now come loaded with options and all cost just a
few dollars a month for a basic account. Telling one hosting service apart from
another can be difficult. Your best bet is to look for providers that distinguish
themselves based on reliability, support, and security. Those that offer extra fea-
tures or buying incentives (such as free advertising credits on Google AdWords or
Facebook) are nice, but you really want a hosting provider that will help keep your
business up and running — and secure.

Putting the Long-Term
Contract in the Past

198

An important factor in choosing a host is the nature of your contractual
obligations. Long-term contracts are a distant memory when it comes to hosting
a website. If a host that you’re considering requires this type of contract, consider
other options first. You’re likely to find an equally good deal with another host
that requires nothing more than a monthly or one-year commitment.
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dard, and you can usually get a price break for paying a full year ahead or for
signing a multi-year contract. We don’t advise the latter, because the price break

TIP isn’t usually large enough to warrant staying with a service provider for two or
three years. It’s more important to have flexibility and be free to switch providers
should something go wrong. However, paying upfront for 12 months of service is
a great compromise.

; The monthly pay-as-you-go plan for services such as web hosting is now stan-

Don’t get excited yet: Whether you pay ahead or stay on a month-to-month pay-
ment plan, you’re not free and clear of all rules and obligations. You still must
abide by certain terms of agreement. You might have to pay a small setup fee,
along with the first few months of service in advance, none of which is refundable.
Or you might be required to provide 30 days’ notice before terminating service.
More often than not, you pay monthly fees in advance of using the service.

Because you always sign a binding legal agreement, whether it’s on paper or by
clicking to accept an electronic document, a contract is still in place. Although it
might not bind you to a block of payments over a specified period, it specifies the
terms of your relationship with the host.

Always read the fine print of any contract, terms of agreement, or other legally
binding document. You may find that some contracts limit what you can and can-

not do on a website.
REMEMBER

Serving Yourself: Don’t Overlook
Other Server Options

One decision you eventually have to make when you’re selecting a host is whether
you want to skip a hosting plan and rent your own dedicated server. In that
case, your partnership with a particular hosting plan might require you to sign a
contract — or two. To help you better understand what you might be getting into,
we explain the different types of server options:

¥ Shared server: The hosting plans we explain earlier in this chapter are
examples of how you use a shared server. In essence, you're using the same
computer (or server) along with many other websites. Although that arrange-
ment translates into lower costs, you have less flexibility in the types of
applications you can run, because the server is configured with the same
settings and applications for all who use it.
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¥ Dedicated server: Gaining complete control over the type of server you use
and the programs you install on it requires that you have a dedicated server.
As its name implies, the bandwidth, memory, and storage space on this
computer are dedicated entirely to you. You also typically gain root access,
which means that you can configure the server to your specifications. This
more expensive option is often used when you need to run special programs
or when you have multiple sites or extremely high-traffic sites. The downside
of using a dedicated server (in addition to the expense) is that you're usually
responsible for installing software, handling regular maintenance, and fixing
any unexpected problems or system failures that occur. We recommend
tackling this server arrangement only if you're an experienced web master or
computer technician.

¥ Colocation: You might like the idea of owning a server but aren't in a position to
manage or repair any problems that arise. If that's the case, colocation might be
the answer. You provide the hardware (or the computer) and lease space (rack
space) for it with a host company. The host company then installs the server and
ensures that you have consistent access to the Internet, which is a big advan-
tage of colocation. Depending on your physical office space, this situation is
ideal for another reason: A server requires certain environmental conditions,
such as being kept in a dry, cool (or temperature controlled) room, and
colocation providers maintain data centers that meet or exceed these condi-
tions. Because you own the equipment and are responsible for all other aspects
of maintaining it, this option also requires that you have advanced skills.

¥ Managed server: Sometimes referred to as a virtual server, this option is a
compromise to a dedicated server. Unlike with colocation, with a managed
server you lease the equipment and the hosting company takes care of most
server functions, including installing software and updates; handling security
and maintenance; and acting as a troubleshooter for problems. If you have
specific needs for your site and aren't proficient in maintaining a server,
managed servers work well.

¥ Virtual dedicated server: Another take on limited maintenance but
increased flexibility is what some hosts refer to as virtually dedicated. As with
shared hosting, others use the server with you, but access is limited to a small
number of customers. You gain dedicated space and control because the host
uses walls or partitions on the computer to separate it into several virtual
dedicated servers. Although your site is on a shared server, it has been
configured to appear as a standalone, dedicated server with no other users.

As with hosting, the price and services offered with each server package vary.
You’re usually required to sign a long-term lease agreement, so make sure that
you understand what the price covers and the responsibilities for both you and the
host company. Also, make sure that cancellation terms are clearly spelled out so

that you can get out of the agreement if you’re unhappy with the provider.
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» Turning words into gold — ‘er, cash

Chapter 5

Developing Content That
Satisfies Visitors and
Search Engines

ontent is king! This mantra is popular when discussing what it takes to

shine the spotlight on your website. The words you choose, and how and

where you use them, are critical to the online sales process. Now, thanks to
Google, the value of content is at an all-time high for helping your website rank
well in search engines, too.

Content was officially promoted to royalty when search engines (specifically,
Google) began placing significantly increased importance on it as part of search
engine optimization, or SEO. In short, Google decreed a site’s search results
ranking is affected by the quality of the site’s content and its relevance to website
visitors.

To achieve that goal of a good ranking, business owners often depend on someone

else to find the right words for their websites. Don’t worry: When you’re creating
content for your own site, you don’t have to hire a professional writer. You do
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have to understand what turns ordinary words into good web copy, which is why
we devote this chapter to choosing the right words. In addition, knowing how to
write good web content helps you perform well in searches — and get more sales.

Words Are Words — Right? Wrong!

202
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REMEMBER

How do you know what works when it comes to describing your products, wel-
coming your customers, and engaging in any other communication that requires
the written word? Effective web copy helps you accomplish these five objectives:

¥ Help search engines notice your site

¥ Convince customers to visit your site

¥ Educate customers about your products and services
¥ Elicit in your customers a desire to act (to buy stuffl)

¥ Entice customers to come back and do it all over again (buy more stuff!)

When discussing content for the web, you might often hear another term, content
marketing. This popular term encompasses all five of the preceding objectives as
well as the development of lots of different types of content (from website copy
and white papers to infographics and videos) and the way you promote and dis-
tribute that content to attract customers to your site. In this chapter, we focus
on a segment of content marketing, specifically the words or copy used on your
website pages. In Book 6, we discuss in more detail how to create various types of
content and how to use content as part of a marketing strategy.

The wider term content marketing includes more than just words or text. The
broader definition of content in the world of digital marketing includes images,
presentations, video, and just about any type of information that can be consumed
by online customers.

Words that are “key” to search

Now that you understand the five objectives that help earn the official stamp of
approval on your web copy, it’s time to introduce another important term when
writing for the web: keywords. As we mentioned, the first objective of online
writing is to get the attention of search engines so that they can direct traffic
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to your website. More important, you want the search engines to send you the
right traffic, or rather the people who are most interested in your products and
services or the problems they solve. Fortunately, search engines want this, too —
especially, Google.

As we mention throughout this book, Google has come a long way in how it pri-
oritizes and matches the content on websites to the search queries it receives.
Without getting into the nitty-gritty details of Google’s search algorithms (or as
much as Google reveals about those algorithms!), essentially what Google wants
to do is understand the intent of the search and match that to the best possible
quality content. One way search engines accomplish this is by depending upon
clues in the form of keywords, or specific words that help indicate what the site
and content are about. If someone is searching for bicycles and you sell bicycles,
you want to use keywords and keyword phrases related to bicycles, such as bicycle
helmets, men’s bicycles, racing bikes, peddles — you get the idea. In the past,
the more times you used a particular keyword in your content that matched those
same words used in search queries, the better chance you had of ranking high in
the search engine results.

Google wants you to focus on writing the best quality content possible that
matches the searcher’s intent. Keywords and keyword phrases are still impor-
tant, but it doesn’t want you to stick keywords in your sentences simply for the
sake of having keywords in your content (as we just did in this sentence using the
word keywords). Having your keywords appear four or five times in one sentence
does not make the sentence better; rather, it makes it sound forced and awkward.
Instead, write your content using natural sentences that reflect the way people
actually talk or explain things. Mastering this technique is a big deal because
Google continues to get better at not only understanding the intent behind the
search query but also predicting the type of content the searcher wants to see or
will find useful.

Some website owners and SEO specialists learned ways to trick the search engines
by doing something called keyword stuffing — adding lots and lots of keywords
to their content just to rank higher in search results. Today, Google penalizes
you for these types of tricks, and your website could completely fall out of the
rankings!

Rather than focusing on a single keyword, use other strings of words that people
are more likely to use in search: complete questions or more lengthy descriptions
(called long-tail keyword searches). For example, if you want to learn about key-
words, it’s doubtful you will enter only the word “keywords” in Google search. You
are more likely to enter phrases like “using keywords to improve search engine
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rankings,” or “how to choose the best keywords when writing for the web.” When
writing content for your website, it’s important to think about what someone
really wants to know (intent) and answer that question with useful information
(quality content).

Search engines such as Google evaluate and consider both the quality and usefulness
of your content. Using good grammar, proper punctuation, and well-constructed
sentences is all part of what earns your content the search engine’s seal of approval.
It’s also important that you not duplicate sentences or paragraphs — search engines
want to see that you have original content throughout.

When you’re ready to gain a thorough understanding of how to master search
engines, check out Book 6, Chapter 6. For now, we simply want to make you are
aware of the importance of thinking about search engine rankings while you’re
writing the initial content for your site.

To review, when you’re writing content that’s search-engine friendly, remember
these two rules:

¥ Think like a customer: Include content that provides answers to the type of
questions your customers are asking.

3 Avoid saturation: Keywords should be a natural part of your content, not
overly obvious.

Before writing your content, do your own search using a popular search term for
your product or service. Then visit the top five sites in the returned rankings. Note
which words or phrases your competitors use, and consider finding a logical place
for them in your content.

Beyond keywords

You won’t find us downplaying the importance of keywords and keyword phrases,
but we would be remiss if we overlooked other important types of words to use
when writing online content. After all, not all words are created equal. Some words
pack a wallop when they’re delivered. Others hang in the air unnoticed.

With millions of words in the English language, choosing the right ones for your
website might seem daunting. Not so. Writing for the web is easy if you use words,
phrases, and sentences that are
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¥ Attention-getters: You're fired! Real estate tycoon and the 45th president of
the United States Donald Trump gave new meaning to this phrase when he
used it to oust participants on his reality television show. He certainly knows
how to keep a viewer's attention anytime he delivers the now infamous line.
You have to do the same online. Visitors to your website are unforgiving. If
you don't catch their attention quickly (and keep it), they desert you in a
heartbeat. Choose words, especially in headlines, that command attention
and pique interest — all in a blink of the eye.

The average person looks at a web page for less than a minute (as little as 8

seconds, according to some research) before deciding to move on. The

decision your customer makes to stay or leave depends on the information
REMEMBER you provide. Make that information

Meaningful: Don't waste words. Be brief and choose words that matter and
that reflect the customer’s needs.

Easy to read: Use short sentences. Don't bog down readers with too much

detail.
Give customers a choice in seeking more in-depth information. If someone
@ wants all the details, you can provide either a hypertext link to another page
or an expanded viewing window. There, visitors can find complete product
TIP descriptions, case studies, or other background research.

¥ Self-explanatory: It's best to avoid using abbreviations, catchy product
names, and industry lingo. If you can't avoid using jargon, keep in mind that
customers may not understand what you mean on the first read-through.
When you use these types of words, define them in parentheses or offer an
expanded view that contains the complete information. Be clear.

3 Simple: Say what you mean. Don’'t make your customers read between the
lines or try to guess what you intended.

Getting Ready to Write for the Web

Words are catalysts that move people to action. With that in mind, what do you
want your customers to do when they visit your website? If you said “Buy stuff,”
think again. That’s a given. You need to be more specific: On each page of your
website, determine which action or series of actions you want customers to take to
lead to the decision to make a purchase (as we discuss in Chapter 2 of this mini-
book). If you can answer that question, you can write words that sell.
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Understanding who and why

To start writing for the web, you have to determine these factors:

3 Your audience: Before you write a single word of copy, take a moment to
understand to whom you're writing. Content marketers refer to this as your
buyer personas (we show you how to create personas in Book 11). For now,
consider: Who are your potential customers? Why are they visiting your site?
What are they searching for — information or products? Specifically, what
problem are they trying to solve, and how can you help them solve it?

3 Your customers’ motivation: In addition to knowing about your customers,
you need to understand what motivates them to take action. Do they want to
be entertained? Educated? Are their purchases based on emotional decisions?
Or do they simply want enough facts to validate their buying decisions? To
some degree, their motivation might be dictated by what type of product
you're offering, the age of your target customer, or the standard offering in
your industry. Even so, understanding motivation helps dictate your writing
style and the words you use. It also guides the tone of your writing. Your tone
can be serious, whimsical, or no-nonsense. Your tone itself can motivate
people to action.

3 Your customers’ solution: When you understand your customer’s desires,
needs, and motivations, you can provide a solution. Simply naming your
product or showing a picture of it doesn’t do the trick. You need to explain
how your specific product solves your customer’s problem and tell why your
product provides the best solution. If it's the most efficient, cost-effective, or
reliable one on the market, let the customer know. These benefits are all part
of the solution you offer to influence a customer’s final decision to buy.

Okay, so you’re convinced that your product answers the needs of your customers,
and you’re pretty sure you know which features move customers to action. The
next part of the equation is packaging the information in a way that customers
can easily absorb.

Understanding that packaging
is everything

The first part of what we refer to as content packaging is specifying the outcome
you want. Remember, every single page of your website serves a specific purpose.
For example, a home page might convince a visitor to stay long enough to click a
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specific product link. Or a source of information might encourage your customer
to register as a member of your site. After you define the expected outcome for a
page, it becomes easier to determine whether your content serves that purpose.

Another key to packaging your website information is making the content skim-
mable. Designing skimmable text simply means that you allow a customer to look
over chunks of data rather than have to read every single word to get your mes-
sage. People have short attention spans when surfing the web. The growth of
social media sites, such as Facebook and Twitter, has only shortened the already-
short attention span. Consider that Twitter requires that you use no more than 140
characters in a single message, or Tweet. The increasing use of mobile devices for
viewing websites makes short copy even more important. Customers reading your
content on mobile phones want to get to the specific details, quickly. In short,
folks are now used to super-abbreviated communications.

Reading content on a computer screen can strain your eyesight, which is why
scanning content becomes the preferred method for online reading. By using a
few simple tricks, you can still draw customers’ eyes to details, even if they’re
speed reading.

Follow these suggestions to make your text skimmable:

¥ Use short paragraphs.

¥ Highlight, or boldface, important words and phrases.

¥ Use bullets (like the ones in this list) to call out details.

¥ Include hypertext links to draw attention to a source of more information.
¥ Increase the font size of text to put emphasis on certain words.

¥ Incorporate graphics or images that complement the text and call attention
to it.

Because space is limited on your home page, you can rotate different messages
at the top of your page, similar to running a banner advertisement, every 10-15
seconds, for example. Your customers will be quickly exposed to multiple offers or
messages, and you won’t be cluttering your home page with static content.

Getting organized

After you create killer copy that’s skimmable, you might think that you’re ready
to transfer your final thoughts onto your web page. Wait! You must complete one
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FIGURE 5-1:

This site
organizes its
content to lead
viewers to create
a free account.

more step: Organize the information on the page in a way that makes sense. Your
message should be simple, concise, and easy to understand. The most important
factor is the order in which the information appears on a page. The text should
lead visitors to take action (the specific outcome you identified earlier).

Alexa (a company now owned by Amazon that provides commercial web traffic
data and analytics) tracks the popularity of websites. We used this online tool to
find high-ranking examples of sites that use effective content strategies to drive
traffic. Figure 5-1 illustrates how one site, Constant Contact, incorporates some
of these content strategies. The desired outcome on the page shown in the figure
is to have customers create a free trial account. The bottom of the page provides
options to direct visitors based on their intent, including exploring specific prod-
uct features, viewing templates, or watching a video to learn more. All of the con-
tent is organized in a way that leads customers to that final action — clicking to
create a free account or move to the next page for more information.

 Email Marketing Softwar X - x

X | @ https: istantcontact.com/indexjsp % @

¢
| ' |
BE'A MARKETER o

Bl it takes is Constant Contact email markefing

EASY TO USE FEATURES TEMPLATES SEE HOW IT WORKS

The home page uses a large hero banner that clearly answers the question of how
it helps the visitor solve a problem. In this case, the simple phrase, “Be a
Marketer,” provides links to other pages on the site to learn more. Note how
the home page uses commands, or action-oriented words and benefit oriented
terms — such as sign up free, no risk, get started, and buy now — to entice customers
to take action.
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Figure 5-2 shows the next page a customer might click to dig deeper for
information. In this example, we started with the box that specified easy to use
(another strong phrase) and clicked the Features link. The first features page uses
a similar strategy as the home page, by first encouraging visitors to get started
with the free trial.

<« C | @ https//www.constantcontact.com/email-marketing | @

Powerful Email Matketing, Made Simple.

Create professional emailsithatdbi EUSt omers to your door.
\ =

FIGURE 5-2:
Choose headlines
and content

that clearly tell
customers what

problems your
p rod u Ct so IVeS “Direct Marketing Association 2013 Statistical Fact Book

Email marketing is good for your business. $44-back-for-every-§1-spent kind of good." And with a tool as powerful and

easy to use as Constant Contact, you don't need to be a marketing expert to see results.

As you scroll down the page (see Figure 5-3), the site provides segments of small
content blocks (paired with images) detailing how a particular feature answers
the customers’ needs and helps build business. Notice that a call to action with
the option to Sign Up Free stays visible at the top of the page, even as you scroll.

[ Email Marketing Service: X - X

<« C | @ https//www.constantcontact.com/email-marketing | @

TEMPLATES  PRICING  PARTNER

Half Moon

Automatically send the right
message at the right time.

Personalized welcome, birthday, and
anniversary emails. |
FIGURE 5-3: Personalized emails build connections, and i kel ed et I = Half Moon

Enjoy, and thanks for the love.

our autoresponder makes it simple. Create a {

Short, descriptive personalized email once, and set it to send Trank You {
titles and automatically for triggers like birthdays or a ot oo ‘
. customer milestone. C‘?{‘W
groupings of )
. . Set a series of emails for your contact lists.
|nformat|on make Set it and forget it functionality, for your
it easy to learn email. When you add new contacts to your
. automated list, they'll start receiving a
more details seliedliid) smres afi e Seur snphzres T
about product stays engaged, and ready to take action. ()
features. -
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Making a list and checking it twice

A single web page can have an unlimited amount of information and choices —
filled with lots of links, buttons, and page sections. Your visitors can then choose
from several possible actions on that one page. What do you do then?

You have to make a choice: Decide which actions take priority. You can do so by
following these simple steps:

1. Make alist of all possible decisions visitors can make when they're
viewing your web page.

2. Prioritize the different choices or actions, from most to least desired.

For example, it might be more important for visitors to click a page filled with
products than to click a link to sign up for a newsletter.

3. Place the content on the page in such a way that customers view the
information in your preferred order (according to your prioritized
ranking).

Our next example, shown in Figure 5-4, is from a high-ranking business solu-
tions site, which organizes its content in one of two ways, depending on the page
and desired outcome. The first goal of the Products page is to encourage visitors
to view a demo of the solution and get product pricing. To support this goal, the
free demo offer is clearly showcased at the top of the page, along with an option
to click a button and view pricing. The other goal of the page is to educate site
visitors (who aren’t ready for a demo or pricing) about product features. To sup-
port this goal, visitors can scroll down the page and see short descriptive content
blocks with more information about the product’s features, as well as link to learn
more about each particular feature. The site does a good job of balancing images,
offers (or calls to action), and content. The information is easy to understand and
site visitors can readily see their options.

Figure 5-5 illustrates how the site provides more detailed information targeted
to a specific type of user, or customer — in this case, the company shows how
specific features address the needs of users within a customer’s company (such
as marketing, sales, support, and others). This content strategy enables visitors
to see information on how to use the product based on their specific needs and
provides the option to click through to certain pages to learn more through case
studies and feature examples. The goal of this type of page is to educate a par-
ticular customer segment, giving visitors enough detailed information to make
them comfortable with taking a buying action (request a demo or contact sales,
for example).
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FIGURE 5-5:

Use content

that speaks to a
particular type of
buyer.
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¥ SUGAR
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SugarCRM Products

Products

Editions & Pricing

Sugar offers the most innovative, flexible and affordable CRM in the
market and delivers the best all-around value of any CRM

‘Watch the Demo Editions & Pricing

Sugar Technology Partners have developed a rich collection of
applications and solutions that extend Sugar functionality and
integrate with your enterprise environment. Visit SugarExchange
to see a comprehensive listing

INNOVATION

Solutions Resources News Partners Customers About Contact 0 Login

Switch to Sugar

Free Trial

& CRM Solutions forTods,
& C | ® www.sugarcrm.com/solutions

Products

- Marketing - Campaign Management, Marketing Automation, Email
Marketing, Marketing Analytics, Social Management, Data Enrichment

« Sales - Performance Management, CPQ, Proposal and Contract

Management, eCommerce, Relationship Intelligence, Analytics, Social Sales.
Content Enablement, Partner Enablement

- Service and Support - Multichannel Contact Center, CTl integration

Voice of the Customer, Field Service, Social Service, Service Analytics
Knowledge Management

- Integration and Management — ERP. Accounting & Financial
Management, Integration Platforms, Cloud Services

- Productivity - Content Management, Web Conferencing, Enterprise
Collaboration, Email & Calendar, Location Based Services, Business Process
Management, Learning Management

- Data and Analytics - Data Enrichment, Business Intelligence, Analytics

Learn more about Sugar

Find a Sugar Channel Partner

Find a Sugar OEM Partner

Learn about SugarCRM Partner Programs

Solutions Resources News Parners Customers About Contact ot Q  Login

SugarExchange contains a rich collection of applications and solutions that extend
Sugar functionality and integrate with your enterprise environment, including
solutions for

Sugar, and Sugar solutions address every touchpoint in your customer
Jjoumey. Find Sugar solutions on SugarExchange.

eseyoINd

Sugar empowers your employees with the right information at the right time to
seamlessly guide your customers through every phase of their journey, improving
business efficiency, performance and customer satisfaction

Free Trial

Visitors to a website read information by starting at the top of the page and mov-
ing downward. As they do with printed offline text, they also read from left to
right. Therefore, content you place at the top and to the left of your pages often
is noticed first, unless images or large calls to action are used to draw attention
elsewhere on the page.

REMEMBER
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Moved to Purchase: Turning Words
into Action

After you identify the actions you want customers to take, it’s time to choose
the words that elicit those responses. Choose words and phrases that accomplish
these tasks:

3 Evoke a feeling: Decisions to make a purchase are often influenced by
emotions. Words that help conjure those emotions and feelings are more
likely to get a response. Keep in mind, however, that someone shopping for
plain paper napkins isn't emotionally connected to the purchase. In this case,
a straightforward explanation of the product or its primary benefit (inexpen-
sive cost, for example) probably works best.

3 Grab attention: Some words naturally cause people to momentarily pause
when they read them. STOP! Don’t go further until you read the next sentence, for
example, is an effective way to get your customer’s attention long enough to
introduce the next level of information. And don't forget FREE! — one of the
most popular attention-grabbers.

¥ Identify a problem: Customers are looking for products and services that
answer a need. They're drawn to words that describe the problems or needs
that they too are trying to solve.

3 Contain buzzwords. Every industry and consumer market has keywords or
key phrases that are part of that market's lingo, such as cross-platform or
solution-driven. When you talk the language, your customer is more likely to
hear what you're saying and respond. However, be sure to use common,
helpful phrases, not confusing abbreviations or acronyms. If you must use
acronyms or highly technical terms that are not common, be sure to define
the terms.

¥ Offer assurance: Customers want to feel good about their decision to buy
your products or use your services. When you use words that offer comfort or
reinforce the buying decision, customers are often encouraged to make a
purchase.

3 Request a purchase or action: If you don't ask customers to make a
purchase, your chances of them doing so are greatly diminished. The same
goes for any type of action you want the customer to take, such as requesting
a product demo, downloading a guide, or watching a video. The type of
wording used to get a customer to do something is often referred to as a call
to action or CTA, as we reference throughout this book. The words or phrases
ask the customer to make a decision at that point. A call to action is particu-
larly effective when it immediately follows words that offer assurance.
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TIP

EYE-CATCHING WORDS

Use the following list of words and phrases to grab a customer's attention, provide

assurance, or ask a customer to take action.

Grab Attention Provide Assurance Take Action

Stop Guaranteed Buy now

Listen Trial version Order here

Urgent Risk free Click to order

Sale No risk Get more information
Half off Free sample Request information
Clearance No obligation Contact us

Reduced Money-back guarantee E-mail us

While supplies last Success stories Join today

Almost sold out Testimonials Subscribe

Secret Loyal customers Buy now, pay later
Confidential Quality Act now

Hot Validated or tested Request a demo

Limited time only Approved Get a quote

Connect Referrals Like us on Facebook or follow

us on Twitter

Making unsubstantiated or false earnings claims or false promises about products
or services can subject you to fines and prosecution. For more information and

legal guidelines, visit the Federal Trade Commission at www. ftc.gov.

Instead of using commands such as Click here or Next to get folks to click your
links, use descriptive terms that are also useful in search engine rankings. For
example, use Learn how to incorporate your business now or Get started planning your
own water garden as the link text. Even in your CTAs that appear as buttons, you
can get creative with the text.
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IN THIS CHAPTER

» Figuring out what you must know
before publishing your website

» Testing your site for form and
function

» Trying before flying

» Launching the site

Chapter 6

Going Beyond Beta and
Launching Your Site

fter taking the trouble to design a site, fill it with quality content, and find

the perfect place to host it, you would think that that’s the end of the story.

We don’t want to disappoint you, but you have to deal with another major
phase before you launch.

In this chapter, we break this final stage into smaller segments to make it easy
to follow. For one moment, let us summarize what all those segments mean in
layman’s terms: Test, test, and test again. Then, and only then, blast off!

Some Things to Know Before
You Start Uploading

Both launching and uploading your site are terms used to represent the point when
you finally make a site viewable by the public over the Internet. Before you upload
your site for the world to see, though, it should be fully functional. Keep in mind,
there may be some plug-ins, features, or backend functionality that may not
fully work until your website is live for the universe to see, but these compo-
nents should be the exception, not the rule. Your site design and content should
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be complete, your navigational tools should work properly, and all parts of your
website, even the smallest parts and pieces, must be in place and working (or
ready to start working!).

Okay, you can throw caution to the wind and launch an incomplete site. We don’t
advise it, though. Why not? Doing so isn’t professional, and your customers will
become easily frustrated when form falls short of function.

An incomplete site diminishes your business’s credibility.

rRememeer A haphazardly constructed and prematurely launched website can cause you to
lose customers. If a section or feature of your site isn’t fully developed or func-
tional, frustrated customers may never bother coming back again.

If you take away anything from this chapter, remember these two points:

3 Fully complete your site before launching it.

¥ Make darn sure that every element works.
You should know about a few other helpful concepts before launching:

¥ Little details count. Bring out the magnifying glass when you're reviewing
your site for mistakes before launching. Check for misspellings, broken links,
malfunctioning applications and widgets, and other problem points.

3 Some functions are limited until after the launch. As we mention, a few
features might function fully only after your site is live. For instance, forms
frequently can be activated only after the site is up for good. These compo-
nents should still be in place and ready to test once you launch. Remember to
check all forms after the site goes live and correct problems immediately.

3 Third-party data takes time. If your site must integrate with any third-party
applications or widgets, or you use a newsfeed or syndicated content or
another type of data from outside sources, the application might not be
instantly available when the site launches. Your site might have to wait several
hours or even a full day before it is entered into a customer database, the
switch is flipped, and the site goes live. If the information isn't accessible after
two business days, contact the service provider to report the problem.

3 Rankings aren’timmediate (or guaranteed). After your site goes li