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HOW
STARTUPS
SUCCEED

Big or small, perhaps the best way to avoid
mistakes is to learn from those already made by
others. The valuation profession, for instance, is full
of professionals who are not only excellent apprais-
ers, but also successful business owners. Before you
add “entrepreneur” to your résumé, ask them to
share their biggest lessons and their best wis-
dom. Valuation magazine did exactly that
and ityielded the following five tips for
starting a successful firm:

il

One of the biggest misconceptions people have about starting
abusiness, according to King, is that companies live or die by
how competitive their prices are. “Don’t assume that having
the lowest price is going to get you a job,” she says. “It’s not
always about your price. It’s about your reputation.”

Indeed, a bad reputation will doom your business from the
start. Before you start your own firm, therefore, it’s import-
ant to spend time establishing a good track record and strong
credentials.

That’s what Jennifer McGinnis, MAI, did. Before she started
her firm, McGinnis Real Estate Appraisal Group of Polson,
Montana, she made it a point to receive her MAI designation so
she could attract more and better clients. “I was designated for
two-and-a-halfyears before starting my firm,” says McGinnis,
who was an entrepreneur before she was an appraiser, having
previously owned two restaurants for 13 years. “The designa-
tion means alot and can really help you [when you’re pursuing

ESTABLISH YOUR REPUTATION

clients]. I never would have gone out on my own without it.”

Like McGinnis, who started her firm in 2013, Claire Aufrance,
MALI, received her MAI before striking out on her own. Equally
important as the designation, however, was the good work she
did before she had it, which gave her a good name on which to
trade when she started her company, Aufrance Valuations, in
20111in Greensboro, North Carolina. “Your MAI will open doors,
but you have to lay the groundwork first,” says Aufrance. “Don’t
expect to be able to start a business without having first built a
reputation for doing good work.”

Mark Lowery, MAI, agrees: Pleasing clients before you start
your business will stimulate referrals to new clients after
you’ve started it. “This industry is very much a relationships
industry; it’s all based on your reputation and integrity,” says
Lowery, who started his firm, Dallas-based Lowery Property
Advisors, in 2010. “It doesn’t happen overnight, but if you
always do quality work, that’s your best advertisement.”

U.S. Small Business Admin-
istration: The SBA offers small
business loans and grants, as well
as an extensive online library of
entrepreneurial advice. Additionally,
it partners with universities and
economic development agencies to
operate dozens of Small Business
\ Development Centers in local
communities around the country,
each of which offers free business
‘ﬂ consulting and low-cost training for

Have questions?
Need advice?
Check out these
free resources
for small-busi-
ness owners:

a

new and veteran business owners.

SCORE: SCORE supports small
businesses by offering free business
counseling and consulting through
its nationwide network of more than
11,000 volunteers.

Www.score.org

Internal Revenue Service:

The IRS Small Business and Self-
Employed Tax Center is a repository of
small business tax forms and advice.

www.irs.gov/husinesses/
small

Wells Fargo Works for Small
Business: Wells Fargo Works

for Small Business connects
small-business owners with

products, resources and guidance
specific to starting, running and
growing a business.

www.wellsfargoworks.com

Bplans: Bplans claims to host the
largest single online collection of
free sample business plans.

www.bplans.com




Because reputation and referrals are so important, so is having a full database

of contacts.

“Something I did before I started my business, that I think really helped me,
was networking,” says McGinnis, who recommends volunteering with state and
local real estate organizations, including state boards of real estate appraisers
and state chapters of the Appraisal Institute. “I am currently vice president of
the Montana chapter of the Appraisal Institute. It’s a great thing to be involved
with because you’re automatically networking with other appraisers at the
same time that you’re helping them.”

Although they’re a source of competition, other appraisers also can be a
source of customers. “One of my biggest clients early on was sent to me by
someone from the Appraisal Institute who recommended me,” Aufrance says.

“Nobody can survive as a lone wolfin this industry; you need that community of
professional appraisers who support each other and help each other.”

Volunteering isn’t the only way to be visible within the valuation community.
You also can contribute thought leadership through writing and speak-
ing opportunities, according to Tellatin, who has authored numerous
industry articles. “Just getting your name out there is very important,”
he says. “Certainly, one of the reasons I was able to grow from just myself
in 1984 to having 15 appraisers today is because I wrote and developed educa-
tional [content] for The Appraisal Journal and the Appraisal Institute.”
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BANKING ON SUCCESS

Because cash flow is a major challenge for most small-business
owners, a revolving line of credit can be critical. Although obtaining one
isn't always easy, doing your homework can help.

“Before you apply for credit, take time to understand what your
business needs to do to be considered credit-ready and in the best
position to secure financing,” explains Alice Hartnett, a small-business
spokesperson for Wells Fargo Bank.

According to Hartnett, banks are more likely to extend credit to your
business if:

M It generates steady cash flow and has the resources to repay new loans.
M Its current debt load is manageable, with a strong financial position to
manage its debt payments and the ability to take on additional debt.

M It maintains a good payment history, which gives the bank confi-
dence in its ability to repay.

3 MAKE A PLAN

Your network can help you spread the word

In fact, the Dun & Bradstreet Business

Estate Advisors of Gadsden, Alabama, in

about your firm when you start it. In addition
to friends, however, new firms need a plan.

“One of the first considerations of becoming
abusiness owner is to make sure you have a
solid business plan,” says Alice Hartnett, a
small-business spokesperson for Wells Fargo
Bank. “That includes doing research to learn
about your customers, your competitors and
your industry, and meeting with a financial
advisor to review projected cash flow.”

Financial planning is critical, agrees
Martin, who recommends appraisers have at
least six to eight months of business and per-
sonal expenses saved before they quit their
day job. “The No. 1 mistake small-business
owners make is not being prepared finan-
cially,” she says.

Failure index attributes 92 percent of all busi-
ness failures to two factors: a lack of financial
management skills/knowledge and a lack of
marketing skills/knowledge. The former is
important for keeping your business going
today, the latter for keeping it going tomorrow.
“You need to have an idea about how you’re
going to fund and promote your business
before you open your doors because mar-
keting might take a while,” Martin says. “It
can take as little as two weeks or as much as
six months to see areturn on your sales and
marketing investment.” ;
In some cases it can take even longer,
according to Mark Haller, MAI, SRA. “The
first clients I went after were banks,” says
Haller, who started his firm, Haller Real

2012. “I was disappointed to find out how
long it takes to get on some banks’ approved
appraiser list. For some clients it took a year
and a half. For others, it’s been two years and
Istill haven’t been approved. You have to be
prepared for thit.”
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The ebb and flow of business means diversifi-
cation is especially important.

“I’'ve seen alot of people go out of business
or struggle because all they did was lending
work,” explains Haller, who says diversifica-
tion has helped his business increase revenues
and reduce risk. “Don’t just do lending work;
do other types of work, as well. That’s some-
thing I’ve tried to do in my business because
when certain types of business are slow, other
types pick up.”

McGinnis likewise has embraced diver-
sification: She and her husband are equal
partners in the business; he does residential
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able to offer the full spectrum of appraisal
services, which I think gives us an advantage,”
she says.

Diversity can be geographic, as well,
according to Tellatin, whose firm specializes
in one type of appraisal — health care valua-
tion — but works in numerous markets.

Whether you’re diverse in geography or
specialty, what’s important is that you don’t
hang your hat on just one hook. “For several
years, my business was heavily dependent
on a single client,” Tellatin says. “It turned
out to be very lucrative for me, but I wouldn’t
recommend it because that plug can get pulled

The states of Utah, Idaho, Texas, Virginia and
Louisiana were ranked as the friendliest to small
businesses, according to a survey of more than
12,000 small-business owners that was published
in April by business consultancy Thumbtack in
partnership with the Kauffman Foundation, a
private organization that encourages and supports
entrepreneurs. California, Rhode Island and Illinois
were rated as the least business-friendly.

The survey ranks states according to ease of
starting a business, tax codes, licensing, zoning
and other issues important to business owners.
See a breakdown of each state at www.thumbtack.
com/survey#/2014/1/states.

work while she does commercial work. “We’re

and all your business will just go away.”

|

ASSEMBLE A TEAM

Whether you're a staff of one or 100, it’s important to have

support.

“They say it takes a village to raise a child. Well, I think it
takes avillage to create a prosperous business,” Martin says.

“The business owners who are successful are those who are
willing to ask for help.”

Your team can consist of family and friends for emotional
support, but also should include individuals who can offer pro-
fessional support — someone you can call for business answers
and advice, such as a mentor, an accountant or an attorney.

When you're ready, a few tips can help you successfully grow
your team with employees:

M Hire in the right order: “A good appraiser’s first employee
shouldn’t be another appraiser,” says Lowery, whose
first of 10 employees was an office manager who handles
HR, payroll, accounts payable and other administrative
functions. “If you’re good at writing appraisals, that’s
what you should spend your time doing; pay someone else
to do therest.”

M Fill the holes: “Find people who are complementary to you,”
says Moltz, who recommends hiring staff whose strengths
are your weaknesses. Early in his business, for instance,
Tellatin struggled with writing; when he began hiring
employees, therefore, he looked for people who received
high marks in college English. “I always hire people who are
smarter than me,” he says.

M Hire for attitude, not aptitude: “You can teach anything to
anybody, but you can’t fix a bad attitude,” Moltz says.

M Share the wealth: Teams function best when team mem-

bers have buy-in — literally. For that reason, Tellatin offers
employees a path to partnership, which helps him retain
appraisers who might otherwise leave and compete with
him. “People work harder and are more conscientious when
they have ownership in the business,” he says.

THE SECRET
INGREDIENT ...

Appraisers can hire the expertise they lack, save the
money they don’t have and purchase the marketing they
need. The one thing they can’t acquire, however — they either
have it or they don’t — is the one thing they really need: passion.
“People who are successful have a few things in common.
One of them is: They love what they do,” Martin says.
Lowery is one of those people. “I always knew I wanted to run a busi-
ness, and that’s what made me successful,” he says. “If you're someone
who loves writing appraisals, but you don’t like all the other stuff that
comes with being self-employed, you should probably just keep
writing appraisals. But if you've always dreamed of being your
own boss, by all means do it. You won’t regret it.” .

Matt Alderton is a Chicago-based freelance writer specializing in
business, travel and technology. He may be reached via
his website, MattAlderton.com.



