
Avoid Small-Business Hell

Jack Borden

Self-Counsel Press
(a division of)

International Self-Counsel Press Ltd.
USA       Canada



Copyright©2015 by International Self-Counsel Press Ltd.

All rights reserved.

No part of this book may be reproduced or transmitted in any form by any 
means — graphic, electronic, or mechanical — without permission in writing 
from the publisher, except by a reviewer who may quote brief passages in a 
review.

Self-Counsel Press acknowledges the financial support of the Government of 
Canada through the Canada Book Fund for our publishing activities.

Printed in Canada.

First edition: 2015

Library and Archives Canada Cataloguing in Publication

Borden, Jack, author
Avoid small business hell / Jack Borden.

(Business series)
Issued in print and electronic formats.

ISBN 978-1-77040-251-5 (paperback).—ISBN 978-1-77040-998-9 (epub).— 
ISBN 978-1-77040-999-6 (kindle)

1. Small business.  I. Title.  II. Series: Self-Counsel business series
HD2341.B67 2015 658.02'2 C2015-903694-1
  C2015-903695-X

Self-Counsel Press
(a division of)

International Self-Counsel Press Ltd.

 Bellingham, WA North Vancouver, BC
 USA Canada



   v

Contents

Foreword xiii

Introduction xv

 1 Small-Business Hell 1

 2 So You Want to Be a Small-Business  
  Entrepreneur? 9

1. Risks 11

2. Are You a Self-Starter and a Hard Worker? 11

3. Leadership 12

4. Your Specific Field of Expertise 12

5. Sell, Sell, Sell 13

6. Accounting and Financials 13

7. Responsible and Reliable 13

8. Life Changing Commitment 14

9. Money 14

10.  Challenges and Heartaches 15



vi   Avoid Small-Business Hell

 3 Prepare a Business Plan 19

1. Financial Projections 20

1.1 Balance sheet 21

1.2 Statement of earnings and retained earnings 21

2. Write Your Business Plan 24

3. Financing 27

 4 Meeting Your Customers’ Objectives 31

 5 Faster, Cheaper, Better 39

1. Faster 41

2. Cheaper 41

3. Better 42

4. Good Project Management Will Help You Achieve  
 Faster, Cheaper, Better 42

5.  Managing the Project Process 42

 6 Sales 47

1. Can You Sell?  49

2. Top Ten Ways to Sell Your Product and/or Service 52

2.1 Repeat business 52

2.2 Social media and word of mouth 53

2.3 Referrals 53

2.4 Websites 53

2.5 Personal sales calls 54

2.6 Advertising 54

2.7 Community involvement and special events 54

2.8 Agencies 54

2.9 Sales staff 55

2.10 Responding to customer requests 55

 7 The Importance of Quality Products  
  and Services 57

1. Make Your Brand Recognizable 59



Contents   vii

 8 Employees 61

1. Preparing a Job Description 63

2. Be Thorough in the Interview 66

3. The Relationship between the Employer and Employees 68

 9 Account for It 71

1. Hire Someone to Help You 71

2. Invoicing and Collections 73

3. General Accounting 74

4. Banking 74

5. Costing 77

6. Asset Management 78

7. Financial Reporting 79

8. Cash Flow 80

 10 Suppliers 83

1. Supplier Credit 86

 11 Partnerships 89

 12 Competition 95

 13 Risks 99

1. Identify the Risks 100

2. Selling It Risks 100

2.1 Misunderstanding customers’ buying objectives 100

2.2 Customer misunderstandings about objectives  
 and pricing 101

2.3 Underestimating the cost of what you are selling 101

2.4 Bidding too low 101

2.5 Lack of understanding of complexity and  
 unforeseen conditions 101

2.6 Lack of resources to undertake your commitments 102

2.7 Issues with subcontractors and suppliers 102

2.8 Unscrupulous customers 102

2.9 Poor relationship with the customer  102



viii   Avoid Small-Business Hell

2.10 Lack of vision 103

3. Cost Risks 103

3.1 Not meeting your customers’ buying objectives 103

3.2 Sale mismanagement 103

3.3 Not providing Faster, Cheaper, Better service 104

3.4 Not producing the product or service for less  
 than you sold it for  104

3.5 Inaccurate and unreliable cost-to-  
 complete estimates 104

4. Account for It Risks 105

4.1 Undercapitalization  105

4.2 Not getting paid by your customer on schedule 105

4.3 The customer has financial difficulties 105

4.4 Personnel problems 106

4.5 Inaccurate and unreliable cost reporting 106

 14 Family 107

 15 Succession Planning 111

1. Family  111

2. Partnerships 115

3. Sale of the Business 116

4. Employee Buyout 118

5. Business Wrap Up 118

6. Valuing Your Small Business 119

 16 Small-Business Hell for the  Small- 
  Business Entrepreneur 123

 17 Small-Business Hell for the  
   Small-Business Entrepreneur 127

 18 Making Money 133

1. What Happens to the Profits in Your Company? 134

Conclusion 137

Download Kit 139



Contents   ix

Samples
1 Statement of Earnings 22

2 Balance Sheet 23

3 Sources of Capital and the Implications of Each Source 28

4 Job Description and Duties 64

5 Job Posting 66

6 Cash-Flow Statement with All Accounts Receivable  
 Collected on Time 81

7 Cash-Flow Statement with Some Accounts Receivables  
 Not Collected on Time 82

Worksheets
1 Are You Suited to Be a Small-Business Entrepreneur? 16

2 Are You Ready to Make Personal Sacrifices? 17



   xi

Notice to Readers
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Foreword

The publisher and I really struggled with the name for this book. When 
I first proposed the name Avoid Small-Business Hell it raised a few ques-
tions and a few eyebrows. Just what did I mean by these words? Is 
there really a place called “Small-Business Hell”? Yes, there really is 
such a place, and I am here to tell you that as a small-business entre-
preneur, a trip into Small-Business Hell is something you want to avoid. 

The words “Small-Business Hell” best describe the situation that 
many small businesses find themselves in from time to time. You just 
need to conjure up the image of what hell would really be like and then 
apply it to your situation if something seriously went wrong with your 
business. 

I have been in Small-Business Hell more than once; therefore, ev-
erything I am writing in this book comes from my experiences or from 
the stories I have heard from other small-business entrepreneurs. The 
reason I am writing this book is to teach other small-business owners 
how to avoid Small-Business Hell. If I can save one person or one busi-
ness from a devastating trip into Small-Business Hell, then the effort of 
writing this book will be well worthwhile. 
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Throughout the book you will see in bold and italics where I have 
inserted comments from readers, comments from small-business en-
trepreneurs, and real life small-business experiences. I hope you enjoy 
this diversion from theory to reality that takes place throughout the 
book. 

Reader

So Jack, have you ever been in Small-Business Hell?

Jack’s response

Yes I have, a few times, so I am writing this book based on personal 
experience. I am not going to say, “Unfortunately, I have been in 
Small-Business Hell” because sometimes a trip into Small-Business 
Hell is a beneficial experience as long as you can survive both busi-
ness wise and personally, and return to prosperity sooner rather than 
later.
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Introduction

This is a book about all the aspects of small business from starting 
one to operating one. What is a small business? Many of us think that 
a small business is owned and operated by an employer who has only 
a few employees that provide products and/or services in the local 
community. Governments around the world have various definitions 
of what a small business is in order to determine whether a business 
may be eligible for small-business programs. Many other agencies have 
their own definitions. 

As far as this book is concerned, I prefer a very broad definition of a 
small business: An independently owned and operated business where 
the owner(s) exercise(s) close control over operations and decisions. 
The equity is not publicly traded and business financing is provided by 
the owner(s) and/or personally guaranteed by the owner(s). Typically, a 
small business employs fewer than 100 workers, but this is not a hard 
and fast rule. Most small businesses have annual sales revenue of less 
than $25 million. Although this book is for all small businesses it is re-
ally focused on the “smaller” small business: Businesses that employ 
one or more employees and have sales anywhere from a $100,000 to 
a few million dollars. Therefore, if your existing or proposed business 
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fits into this very broad definition of small business, then this book is a 
must read for you. 

Other important definitions used throughout the book are as  
follows:

	 •	Entrepreneur: One who organizes and assumes the risk of a 
business or an enterprise. 

	 •	 Small-business entrepreneur: One who organizes and assumes 
the risk of a small business. 

	 •	 Small-Business Hell: A place where small-business entrepreneurs 
find themselves when something has gone terribly wrong and 
where the business and/or entrepreneur are facing significant 
challenges. Small-Business Hell is a period of time when a busi-
ness is facing extremely difficult challenges and these challenges 
have put the owners into a position of extreme stress and worry. 
The business is in a state of jeopardy where even the survival of 
the business and the health and well-being of the owners may be 
put into question. I came up with this term a few years ago and 
it is based on my 40-plus years of small-business experience.

	 •	 Small-Business Heaven: A place where small-business entrepre-
neurs find themselves in when everything has gone right in their 
business for an extended period of time. All the customers’ ob-
jectives are being met, sales are on target or ahead of budget, 
costs and expenses are on target or under budget, and profits 
are in the range of good to excellent. Just reading these words 
should bring feelings of joy and satisfaction to all small-business 
entrepreneurs. 

Getting your business into Small-Business Heaven is no easy task, 
as most entrepreneurs will attest. There are a lot of things that need 
to go right in a business in order to arrive at the pearly gates of Small-
Business Heaven. There is no magic formula; there are no get-rich-
quick schemes; there is only hard work, dedication, and smart business 
practices — that’s what it takes to be successful. 

No matter what a small-business entrepreneur does, and no matter 
how well the business is managed, almost every small business ends 
up in Small-Business Hell at least once. This book is about achieving 
all the things you need to do in order to be successful and to reach 
the pinnacle of Small-Business Heaven, as well as how to avoid the trip 
into Small-Business Hell. If, for whatever reason, you do find yourself in 
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Small-Business Hell, this book should help you navigate your way out 
of purgatory and back into Small-Business Heaven. 

Reader

Whoa! Wait a minute. Are you telling me that if my business gets 
into difficulty and into Small-Business Hell that it could put my 
health and well-being in jeopardy? 

Jack’s response

That is exactly what I am telling you.

Reader

OK. Now you really have my attention.

After reading these words I hope you are saying to yourself: “I nev-
er, never, never want to get into Small-Business Hell. I will do whatever 
it takes to avoid the trip into Small-Business Hell. I pity those small-
business owners who have gone there.”

How do businesses get into Small-Business Hell in the first place? I 
can tell you, no entrepreneur plans on getting into trouble but almost 
every small-business owner ends up in Small-Business Hell at least 
once in his or her career. 

Reader

Why do businesses end up in Small-Business Hell? What did the own-
ers do wrong that they ended up there? Okay, I am going to read this 
book because I will do everything I can do to avoid going to Small-
Business Hell and taking my business with me.

Jack’s response

Good! Please keep reading.

There are likely thousands of reasons why a business ends up in 
Small-Business Hell and they are all devastating. Of all these reasons 
they can typically be classified into one of these four categories:

	 •	 Financial

	 •	 Sales

	 •	Operations

	 •	 Personal
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More specifically, let’s look at a few real examples of business chal-
lenges that could force a business and its owners into Small-Business 
Hell:

	 •	 Business	is	losing	money.

	 •	 Lack	of	sales	to	sustain	the	business.

	 •	 Too	much	competition	such	as	a	new	competitor	took	away	a	
chunk of the business sales that were needed to keep the busi-
ness going. 

	 •	 Entered	into	a	contract	or	an	obligation	that	is	creating	a	signifi-
cant loss for the business.

	 •	Misjudged	the	economy	and	now	the	business	is	devastated	by	
an immediate downturn in the industry.

	 •	 Key	employee	has	quit	and	then	advised	that	he	or	she	is	going	
into competition with the business.

	 •	 Customer	 who	 owes	 your	 business	 a	 substantial	 amount	 of	
money has gone bankrupt.

	 •	 Flaw	in	the	production	process	has	forced	the	immediate	shut-
down of the production line.

	 •	 You	have,	 your	 spouse	has,	 and/or	 a	 close	 family	member	has	
encountered a major personal setback and this is affecting your 
ability to operate your business. 

These are just a few examples of things that could happen in your 
life or the life of your business that may thrust you immediately into 
Small-Business Hell, typically without warning. 

Throughout this book, you will find real small- and big-business 
stories. These stories will be told in the first person but the first person 
is not me, they are entrepreneurs I have met and who have told their 
stories	to	me,	or	their	stories	have	been	relayed	to	me	by	others.	Let’s	
look at an example:

Small-business story

I lost my best and biggest customer to my competitors and I just found 
out today. Over the past few months I have invested heavily into my 
business in anticipation of new orders from this customer and now the 
opportunity is gone. Gone! Now I have to lay off employees. I borrowed 
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money and I don’t know how I am going to pay back the bank. I am 
in trouble. Everything was great yesterday but today I am in Small-
Business Hell. What did I do wrong?

Jack’s response

This looks like a case of putting the cart ahead of the horse. What 
were you thinking hiring additional employees and making capital 
and inventory investments without a valid and secure contract from 
your customer? Yep, you are in Small-Business Hell. Read on to find 
out how to get out of Small-Business Hell or, more importantly, how 
you could have avoided the trip in the first place. 

I aim to make this book extremely interesting to all small-business 
entrepreneurs and to keep your attention throughout the entire book. 
Business books are usually long and boring and you have to work hard 
to extract the information that is important to you and your business. 
This book as well as my previous book, Faster, Cheaper, Better: Start-
ing and Operating a Business in the Trades, were written specifically for 
small-business entrepreneurs and are intended to provide you with the 
information	you	need	to	be	very	successful.	Please	note	that	some	of	
the information in this book overlaps with the information provided in 
Faster, Cheaper, Better.
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1
Small-Business Hell

After I published Faster, Cheaper, Better, I often heard from experienced 
businesspersons who commented, “Where were you 25 years ago when 
I was starting my business? That’s when I really needed you!” However, 
younger entrepreneurs seem to be less interested even though they 
are the ones who could derive the most benefit from reading my book. 
It doesn’t make sense, does it? Do all young entrepreneurs go into 
business thinking that everything they touch will turn to gold and they 
can do no wrong? I think many do. 

Experienced small-business entrepreneurs who may have taken a 
trip or two into Small-Business Hell are much more receptive to some 
advice from someone with a lot of small-business experience. No mat-
ter who you are, whether you are an experienced entrepreneur, or a 
person just starting out, or contemplating a venture as an entrepre-
neur, please take the time to learn some very valuable lessons. Hope-
fully investing a few hours into reading this book will save you and your 
business from the devastation of a trip into Small-Business Hell. Please 
take it from me, I wish I had had the benefit of this book when I started 
my life as a small-business entrepreneur back in the early 1970s. 
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I don’t want to just focus on the negative; I want to focus on the 
positive aspects of the lessons to be learned in this book. After all, this 
is what life is all about: Learning from experience. The question is, do 
you want to learn from just your own experiences, or would you like 
to learn from the experiences of others with the hope of not having to 
repeat their mistakes? 

Reader

The competition in my industry is fierce. Some of my competitors 
must be working for peanuts based on the prices they are offering to 
their customers. I don’t know how we are all going to survive.

Jack’s response

In life, as a small-business entrepreneur, you are guaranteed three 
things: death, taxes, and competition. Love your competitors or hate 
them, it is competition that is the backbone of the free-enterprise 
system. It is competition that will drive you to be the best that you 
can be. If you fail to compete, your business will fail; it is that simple. 

Another very important aspect of this book is how to avoid the trip 
into Small-Business Hell in the first place, but if you do find yourself 
there, I will discuss how to get out of it. Typically there are only two 
ways out of Small-Business Hell: You can manage your way out, or you 
can declare bankruptcy or take some other similar form of action to 
shut down your business. For many, the easiest way out is to abandon 
the business; the repercussions of this action can have a lifelong, dev-
astating, negative impact. However, managing your way out of Small-
Business Hell can be very rewarding and when you successfully exit it, 
you can chalk it up as the best small-business experience you can get 
and you will be better for it for the rest of your career. 

Reader

Are you overexaggerating the impact a trip into Small-Business Hell 
will have on me and my business? You make it sound like it is the end 
of the world!

Jack’s response

I have been in Small-Business Hell a few times and, trust me, if you 
can avoid the trip, you should. The most devastating part of a trip 
into Small-Business Hell is the impact it has on you, your personal 
life, and your family. Your business is supposed to provide you with 
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a living and to allow you to have the lifestyle you envision. Per-
sonal tragedy has struck many families when a business is in Small-
Business Hell. Maybe you even know someone who has experienced 
Small-Business Hell and the negative impact it had on him or her: Di-
vorce, alcoholism, mental illness, sleep disorders, suicide, bankruptcy, 
negative impacts on one’s personality, constant worry, and stress in 
relationships — just to name a few things that could happen. So no, 
I don’t think I am overexaggerating the impact of a trip into Small-
Business Hell. It really is HELL!

Reader

Okay, I am convinced. I want to avoid the trip into Small-Business 
Hell.

Jack’s response

I like the way you think. Read on.

What makes a small business successful? Obviously if you have a 
successful small business the chances of being thrust into Small-Business 
Hell are much lower than if you are running a business that is on the 
edge of trouble or facing unidentified risks. There are only three as-
pects to every business; whether large or small:

 1. You have to sell your product and/or services to meet the sales 
targets you have established for your business.

 2. You have to produce your product and/or services for less than 
you sell them for with adequate margins to sustain your busi-
ness and earn a fair and reasonable profit. 

 3. You have to account for your business, which means all aspects 
of the paperwork, such as finance, banking, management, invoic-
ing, receivables, bookkeeping, accounting, and human resources. 

That’s it. That is all there is to having a successful business. Small-
Business Heaven will occur if the following happens:

	 •	 Sales	targets	are	met.

	 •	 Great	production	with	room	for	good	margins	and	profits.

	 •	Well-managed	business	practices.

This all sounds too easy so why do so many businesses fail? Back 
to the three business basics:
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	 •	 Lack	of	sales.

	 •	 Poor	production,	quality	problems,	high	costs.

	 •	 Poor	business-management	practices.

Reader

So Jack, are you telling me if I want to have a successful business I 
need to have good sales, great production, and excellent business 
management?

Jack’s response

Yes, this is what you need to do to be successful.

Reader

What if I do two out of three really well and fail at the other?

Jack’s response

That’s really easy to answer. Welcome to Small-Business Hell!

Now that you have a feel for what it may be like to be a small-
business entrepreneur you have to ask yourself if you are really cut out 
for this type of career. There are many other choices. You can work for 
someone else in your chosen field and never have to worry about the 
risks related to owning your own business. After all, you can’t be thrust 
into Small-Business Hell if you aren’t a small-business entrepreneur. So 
there is the first word of advice on how to avoid the trip into Small-
Business Hell: Do not become a small-business entrepreneur. There, 
that solved that problem! 

I have defined the three basic components of every business:

	 •	 Sales

	 •	 Production/operations

	 •	 Accounting/paperwork

For the most part, every business that makes the trip into Small-
Business Hell has had an issue that would fall into one of these three 
business components or some combination thereof. Of course, busi-
nesses are more complex than just the three primary business compo-
nents. Every small business will usually deal with one or more of the 
following business matters as well:
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	 •	 Customers

	 •	 Employees

	 •	 Suppliers	and	subcontractors

	 •	 Buying	Faster,	Cheaper,	Better	(more	on	this	later)

	 •	 Partners

	 •	 Family

	 •	 Competition

	 •	 Risk

	 •	 Business	planning

	 •	 Succession	planning

All of these are extremely important and I will deal with every one 
of these subjects throughout the book. 

Small-business story

I got involved in a business with two other partners. The business 
was in the recreation field and required a substantial investment to 
acquire the business. The business was quite diverse and involved an 
operations side as well as a development component. There came a 
time when the business had to make a substantial investment into 
infrastructure in the millions of dollars.

In the final analysis of the investment, we had to choose between 
two suppliers for the equipment. One supplier was $1 million less 
than its competitor (about 10 percent). We really wanted to go with 
the more expensive supplier but we opted for the lowest bid with-
out really taking into consideration the downstream effect of this 
business decision. One year later the equipment failed, the supplier 
went broke, and it cost more than $2 million to make the necessary 
repairs. This was $2 million that we didn’t have in the business, so as 
partners we all had to contribute more money. 

It’s hard to believe but this story actually gets worse. A few years 
later one of our competitors, who had the same (inferior) equipment, 
decided to rip it all out and replace its equipment with the brand that 
we should have bought in the first place. Therefore our competitor 
had all of this surplus equipment that was of no value to it so we 
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decided that we should buy it for spare parts; after all, we could have 
the equipment for virtually nothing. Unfortunately, “virtually noth-
ing” became another $500,000 by the time we removed the equip-
ment, packaged it, transported it, and stored it at our site. 

Now you may not believe this, but this story actually gets even 
worse. The following year we were approached by a competitor and 
it wanted to buy us out. We had to look very seriously at its offer as 
we had serious financial matters to deal with due to all of the ad-
ditional costs related to the equipment that we had purchased. We 
had the business appraised and the buyer was prepared to pay the 
appraised price — less $10 million to replace the equipment that we 
had. The buyer’s business policy was that it would only use the equip-
ment that we should have purchased in the first place. We finally 
succumbed and accepted the buyer’s offer. Hindsight, as we know, 
has 20/20 vision. At the time of our fateful decision, if we had taken 
the time to fully assess the situation, we would have determined that 
the higher priced supplier was actually a better solution in all ways 
— Faster, Cheaper, Better. But we didn’t. 

The final cost to the partners was losses in the millions and we 
sold the business for a loss. Our partnership was dissolved (and not 
amicably, I must say) and I am still paying off the debt that was left 
behind. All of this because of one business decision that was made 
that we didn’t take the time to fully research and understand the 
downstream effect that this decision would have. We knew better 
and we certainly know better now. What happened to the surplus 
equipment that we had stored on our site? It went to the salvager’s 
for scrap. 

Jack’s response

This is a real trip into Small-Business Hell that lasted for a few years 
for these entrepreneurs. I feel sorry for the partners in this business, 
but they made a mistake that cost them dearly. The partners did not 
recognize the magnitude of the decision they were making. They did 
not adequately research the equipment, and they did not analyze the 
potential downstream effects of their decision if something did go 
wrong. 

What should they have done? They should have created a busi-
ness plan for this major expansion to their business. The business 
plan needed to include a complete risk analysis, a project objective 
analysis, “what if ” scenarios, a financial analysis, and options that 
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could have been considered to reduce the overall cost of the proj-
ect that may have allowed them to buy the superior equipment in 
the first place. I am confident if they had gone this extra mile they 
would have found a way to purchase the equipment that they really 
wanted and they wouldn’t have compromised and selected inferior 
equipment. 

Buyers who thoroughly analyze major purchases using the Fast-
er, Cheaper, Better purchasing method will inevitably make better 
buying decisions than those who do not take the time to complete 
this process. I have dedicated a chapter in this book on how to buy 
Faster, Cheaper, Better so read on.
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