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About. This Guide
This manual treats commerce as an operating system: a repeatable process for discovering demand, creating and delivering value, 
converting attention into transactions, retaining customers, controlling cash, and improving the system over time. It is designed for 
retailers, restaurants, service businesses, online sellers, wholesalers, franchisees, and owner-operators evaluating a first or next 
venture.

Decision principle

A business is not validated by compliments, traffic, social-media attention, or gross revenue alone. It is validated when real 
customers repeatedly pay enough money, at a controllable cost, to produce durable cash flow.

Educational notice: examples are simplified for managerial learning. Local laws, taxes, permits, employment rules, leases, 
insurance requirements, and professional licensing vary by jurisdiction. Confirm material decisions with qualified legal, tax, 
accounting, insurance, and industry advisers.

How to use the manual
1. Read Chapters 1-7 to understand the commercial engine and identify the real revenue levers.
2. Use Chapters 8-12 to select a business model, design acquisition and sales, and build operating and financial controls.
3. Use Chapters 13-16 to avoid predictable failure, plan scale, and execute one of the three startup paths.
4. Print or duplicate the worksheets in the appendices. Replace assumptions with observed numbers before committing capital.

Contents
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1 The Concept and Essential Nature of Commerce
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3 Customer Discovery, Segmentation, and Value

4 Market Research and Trade-Area Analysis
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7 The Revenue Formula and Growth Levers
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9 Marketing, Acquisition, Retention, and Reputation

10 Point-of-Sale Sales Process and Customer Experience

11 Operations Management and Control Systems

12 Financial Management and Management Reporting

13 Failure Causes, Warning Indicators, and Turnaround

14 Growth, Expansion, Franchising, Automation, and Exit

15 Ethics, Trust, Data, People, and Long-Term Reputation

16 Startup Paths: Almost No Capital, Small Capital, Physical Location

Appendices Worksheets, Calculation Sheets, and Viability Criteria
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Executive Summary. The Ten Laws of Practical Commerce
Law Operational meaning

1. Demand before supply
Do not begin with what you want to sell. Begin with a costly, 
frequent, urgent, or emotionally meaningful customer problem.

2. Evidence before investment
Deposits, preorders, paid pilots, waitlists with conversion, repeat 
purchases, and signed purchase commitments are stronger 
evidence than surveys or compliments.

3. Contribution margin before growth
Each incremental sale must contribute enough after variable cost 
to fund fixed cost and profit. Scaling a negative unit only 
accelerates losses.

4. Cash before accounting comfort
Revenue can rise while cash falls because of inventory, 
receivables, debt service, taxes, refunds, and capital expenditures.

5. A location must buy demand
Rent is justified only when the site reliably supplies the right 
customers, at the right times, with acceptable conversion and ticket 
size.

6. Turnover beats vanity
Fast inventory turns, short sales cycles, frequent repurchase, and 
low working-capital needs often outperform high-margin but slow-
moving offers.

7. Trust reduces friction
Strong reviews, honest claims, clean premises, reliable fulfillment, 
clear guarantees, and competent employees reduce hesitation and 
lower acquisition cost.

8. Systems beat heroics
Checklists, standard work, training, documented purchasing rules, 
exception reports, and dashboards make performance repeatable.

9. Growth must preserve control
Expand only after the first unit produces stable economics, can 
operate without the founder, and has a trained management 
bench.

10. Reputation compounds
Customers, employees, suppliers, landlords, lenders, and 
communities remember how a business behaves under pressure.

Sustainable Commerce = Desirable Value x Reliable Delivery x Positive Unit 
Economics x Repeatability

If any factor approaches zero, the whole system becomes fragile.



COMMERCE: A COMPREHENSIVE OPERATING GUIDE

Page 4

1. The Concept and Essential Nature of Commerce
Commerce is the organized exchange of value under conditions of uncertainty, competition, and limited resources.

Commerce is the system through which a seller identifies a customer need, configures an offer, communicates and delivers value, 
receives payment, controls cost, and earns the right to transact again. The exchange can involve a physical good, food, access, 
convenience, expertise, entertainment, information, financing, logistics, or a combination of these. The essential task is not to move 
merchandise; it is to reduce a customer problem or increase a desired outcome more effectively than available alternatives.

The practical definition

Commerce converts customer understanding into a repeatable sequence of value creation, demand generation, transaction, 
fulfillment, retention, and cash conversion.

Related concepts and their boundaries

Concept Meaning Primary focus

Commerce
The exchange and supporting system connecting 
demand, supply, channels, payment, logistics, 
and trust.

Customer-value exchange and circulation of 
goods/services.

Business
Any organized economic activity that provides 
goods or services and manages resources to 
achieve defined goals.

The broader enterprise, including non-sales 
functions.

Entrepreneurship
The process of identifying opportunity, organizing 
resources, accepting uncertainty, and creating a 
new or improved venture.

Opportunity creation and innovation.

Self-employment
Working primarily for one's own account, often 
with limited separation between the owner and 
daily production.

Owner-created income; may or may not become 
a scalable business.

Retail
Selling products or services directly to final users, 
normally in relatively small quantities.

Merchandising, convenience, customer 
experience, and local/online demand.

Wholesale
Selling in bulk to retailers, institutions, 
contractors, or other businesses.

Volume, trade credit, logistics, purchasing power, 
and account management.

Distribution
Moving and making goods available between 
producers and downstream businesses or 
customers.

Inventory positioning, logistics, territory, and 
channel relationships.

Franchising
Licensing a proven brand and operating system in 
return for fees, royalties, and compliance.

Replication with contractual control and shared 
economics.

Corporate management
Allocating capital, people, information, risk, and 
processes across a formal organization.

Governance, portfolio decisions, control systems, 
and scale.

Why a product that sells is more important than a product that seems good
A “good” product may be technically excellent, beautifully designed, or admired by experts, yet still fail commercially. A selling 
product solves a recognized problem for a reachable customer at a price and moment that justify action. Commercial success 
therefore depends on the complete offer: perceived benefit, timing, trust, convenience, risk reduction, channel fit, price, and proof. 
Product quality matters, but quality that the customer cannot detect, value, afford, access, or trust does not automatically become 
demand.

Merely considered good Actually sells

Impresses the founder or experts Produces observed purchases by the target customer

Solves a theoretical or low-priority problem Solves a current, sufficiently painful or desirable problem

Requires heavy explanation Communicates value quickly and credibly

Priced from internal cost or pride Priced within willingness to pay and alternatives

Purchased once or only under discount Produces acceptable repeat, referral, or account expansion

Consumes inventory and attention Turns inventory and creates cash
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Facts
A cafe buys premium beans and equipment, but the site has weak 
morning traffic, slow service, no parking, and a menu priced above 
the local routine-purchase threshold.

Diagnosis
The technical product is good; the commercial system is not. 
Convenience, speed, location, and habitual demand dominate 
bean quality for many commuters.

Action
Reduce menu complexity, create a 90-second pickup process, 
introduce preorder, reposition price architecture, and test 
commuter partnerships before further equipment spending.

Result / lesson
The lesson is to optimize the customer outcome and transaction 
system, not one product attribute.

AI-generated visual overview: commerce, customers, and trade-area analysis.



COMMERCE: A COMPREHENSIVE OPERATING GUIDE

Page 6

2. The Commercial Engine: From Customer to Cash Flow
Commerce functions as a linked chain. A weakness at any stage reduces the output of the whole system. The owner should 
therefore diagnose the constraint rather than treating every problem as “needing more advertising.”

Customer -> Demand -> Offer -> Price -> Access -> Trust -> Transaction -> Repeat 
-> Turnover -> Profit -> Cash Flow

The ten linked elements

Element Operational meaning Typical failure

Customer
A specific person or organization with context, 
constraints, alternatives, and buying authority.

Too broad: “everyone.”

Demand
The combination of desire, ability to pay, urgency, 
and access.

Interest without budget or timing.

Product/offer
The full bundle of good/service, promise, terms, 
packaging, proof, and support.

A feature list without a compelling outcome.

Price
The value captured by the seller and the sacrifice 
evaluated by the buyer.

Cost-plus pricing with no willingness-to-pay test.

Location/channel
Where and how customers discover, evaluate, 
buy, receive, and return.

Visible traffic that does not match the target 
market.

Trust
Belief that the seller will perform, protect the 
buyer, and resolve problems fairly.

Unclear claims, poor reviews, inconsistent 
service.

Transaction
The conversion of intent into an enforceable 
exchange and payment.

Friction at checkout, delays, hidden fees.

Repeat purchase
A new transaction from an existing customer or 
account.

Treating every sale as isolated.

Turnover
The speed at which inventory, seats, labor hours, 
or capacity produces revenue.

High margin but slow utilization.

Profit and cash
Residual economic value and actual liquidity after 
timing differences.

Confusing booked revenue with available cash.

A constraint-based diagnosis
 No visitors: improve targeting, discoverability, location visibility, partnerships, or channel access.
 Visitors but no purchases: fix offer relevance, proof, price, service, presentation, assortment, or checkout friction.
 Purchases but low gross profit: redesign price, mix, supplier terms, waste, discounting, and variable cost.
 Profit but no cash: investigate inventory buildup, receivables, debt service, taxes, owner draws, refunds, and capital 

expenditures.
 Healthy first purchase but weak repeat: improve product consistency, follow-up, replenishment timing, loyalty, convenience, 

and problem resolution.

Management rule

Measure the funnel at each stage. Do not spend heavily at the top while the bottom leaks.
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3. Customer Discovery, Segmentation, and Value
Customer discovery is the disciplined search for evidence about who buys, what triggers action, what blocks action, and what 
outcome the customer is hiring the product or service to produce. The objective is not demographic description alone; it is 
predictive understanding.

Four essential customer questions

Question Evidence to collect Business decision

Who are they?
Role, household, industry, income, life stage, 
location, buying authority, channel behavior.

Segmentation and targeting.

What problem or desired outcome?
Current workaround, consequence of failure, 
urgency, frequency, emotional stakes.

Offer design and messaging.

What will they pay?
Current spending, alternatives, budget source, 
decision rules, price tests, trade-offs.

Price and package architecture.

Why do they hesitate?
Risk, distrust, confusion, switching cost, 
timing, approval, effort, social concern.

Proof, guarantees, financing, onboarding, and 
objection handling.

Discovery methods ranked by evidentiary strength

Method What it reveals Strength Caution

Observed behavior
Traffic paths, dwell time, 
abandonment, product handling, 
queue behavior.

High
Observation explains what, not 
always why.

Transaction data
Actual mix, frequency, price 
response, basket, cohort retention.

Very high
Historical data may reflect a flawed 
offer.

Paid test / pilot
Real willingness to pay and service 
economics.

Very high
Pilot conditions must resemble 
reality.

Interviews
Language, motives, anxieties, 
decision process, alternatives.

Medium-high
Ask about past behavior, not 
hypothetical praise.

Surveys
Pattern estimates across a larger 
sample.

Medium
Sampling and question wording can 
mislead.

Search/review analysis
High-intent questions, unmet needs, 
recurring complaints.

Medium-high
Online demand may not equal local 
conversion.

Competitor mystery shopping
Experience, pricing, wait times, 
selling behavior.

High
Avoid copying without understanding 
economics.

Segmentation and target selection
Useful segments differ in needs, economics, buying process, or service requirements. Segments are actionable only when the 
business can identify and reach them, create a distinct offer, and serve them profitably. A target segment should be evaluated on 
pain intensity, frequency, purchasing power, accessibility, competitive crowding, service complexity, retention potential, and 
strategic fit.

Target Attractiveness Score = Demand x Ability to Pay x Reachability x Retention 
Potential / (Competition x Service Complexity)

Customer persona: a decision tool, not a fictional biography

Persona field Practical question

Context Where, when, and under what conditions does the need appear?

Trigger What event causes the customer to begin searching?

Desired outcome What practical and emotional result defines success?

Current alternatives What are they doing now, including doing nothing?
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Persona field Practical question

Buying process Who researches, decides, approves, pays, and uses?

Risk and objections
What could make the purchase feel unsafe, wasteful, embarrassing, or 
difficult?

Proof required
Review, sample, demonstration, credential, guarantee, case, referral, 
or trial?

Economics
Purchase frequency, average transaction value, service cost, retention, 
and referral value.

Key customer metrics

Metric Meaning Formula

Purchase frequency Transactions per customer per period Orders / active customers

Average transaction value (ATV) Average revenue per transaction Revenue / transactions

Gross profit per customer Revenue less product/service variable cost Customer revenue - customer COGS

Retention rate Share of customers remaining active (Ending active - new) / beginning active

Churn rate Share lost during the period 1 - retention rate

Customer lifetime value (simple) Expected contribution generated by a relationship
Avg. contribution/order x annual frequency x 
expected years

Customer acquisition cost (CAC) Fully loaded cost to acquire a new customer Acquisition spend / new customers

Payback period Time required to recover CAC CAC / monthly contribution per customer

Facts
A cleaner targets “busy people” and receives inconsistent leads. 
Average job is $140, but travel and rework vary widely.

Diagnosis
The market is too broad. Profit depends on route density, home 
size, frequency, condition, and customer expectations.

Action
Target recurring biweekly customers within three dense ZIP codes; 
price by home size and condition; require photos or a previsit 
questionnaire; offer a monthly priority membership.

Result / lesson
A narrower segment can increase conversion, reduce travel, 
improve scheduling, and raise lifetime value even without more 
leads.



COMMERCE: A COMPREHENSIVE OPERATING GUIDE

Page 9

4. Market Research and Trade-Area Analysis
Market research estimates whether sufficient demand exists. Trade-area analysis determines whether a specific site or channel 
can capture enough of that demand at acceptable cost. The two should be separated: a growing market does not rescue a bad 
site, and a strong site cannot create purchasing power that does not exist.

Market-size framework
Annual Addressable Revenue = Target Customers x Purchase Frequency x Average 

Transaction Value

Use a range, not a single point estimate. Build a conservative, base, and upside case. Then estimate realistic share based on 
capacity, competition, awareness, access, and time required to build trust.

Layer Question Example

TAM
What is the total theoretical spending in the 
broad category?

All annual household spending on prepared 
meals in a metropolitan area.

SAM
What spending fits the business model and 
reachable geography?

Lunch and early dinner spending within a 10-
minute drive.

SOM
What share can this business plausibly 
capture in 12-36 months?

Transactions constrained by seats, hours, 
awareness, and competitors.

On-site inspection: a practical protocol
5. Visit on at least two weekdays and one weekend. Observe morning, lunch, afternoon, evening, and closing periods relevant to 

the concept.
6. Count pedestrians, vehicles, entrances, queue lengths, parking occupancy, delivery activity, and visible vacancies in 15-

minute intervals.
7. Classify traffic by probable customer type rather than counting all movement equally.
8. Walk and drive every approach route. Note turn restrictions, medians, signal timing, curb cuts, signage visibility, lighting, and 

perceived safety.
9. Mystery-shop nearby competitors. Record price, wait time, mix, service, cleanliness, customer type, and observed transaction 

volume.
10. Speak with neighboring businesses, property managers, delivery drivers, and regular customers. Ask what changes by season 

and time of day.
11. Verify planned construction, roadwork, zoning changes, anchor-tenant risk, and new competing developments.

Trade-area variables

Variable What to inspect

Demand generators
Homes, offices, schools, hospitals, hotels, entertainment, transit, 
tourism, industrial sites.

Foot/vehicle traffic
Volume, direction, speed, purpose, customer fit, and conversion 
opportunity.

Access
Drive time, walkability, public transit, delivery zone, turn-in ease, curb 
and loading access.

Parking
Count, turnover, visibility, restrictions, shared-use rules, employee 
parking, peak conflicts.

Visibility
Signage sightline, approach distance, lighting, storefront width, 
obstruction, digital map accuracy.

Rent burden
Base rent, common-area charges, taxes, insurance, buildout, utilities, 
escalation, percentage rent.

Time pattern
Weekday/weekend, daypart, school calendar, events, weather, tourist 
season, payroll cycle.

Demographics
Income, age, household size, employment, ethnicity, language, tenure, 
growth, daytime population.

Competitive structure Direct and indirect alternatives, category saturation, pricing bands, 
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Variable What to inspect

unmet complaints.

Online demand
Search volume, map views, category queries, delivery demand, review 
velocity, social communities.

Good location versus expensive location

Good location Expensive location

Produces qualified traffic that matches the target customer. Produces large but irrelevant traffic.

Provides easy access at the required dayparts. Looks prestigious but is difficult to enter, park, or deliver.

Rent is supported by conservative sales and contribution. Rent requires an optimistic sales forecast to work.

Competition validates demand while leaving room to differentiate. Competition has already captured the profitable segments.

Visibility, signs, maps, and frontage reduce acquisition cost. Hidden location forces permanent advertising subsidies.

Lease terms preserve flexibility and cap downside. Long guarantee, high buildout, and escalation concentrate risk.

Occupancy Cost Ratio = (Base Rent + CAM + Property Charges + Site-specific 
Utilities) / Net Sales

Site discipline

Never evaluate rent as a monthly dollar amount alone. Evaluate total occupancy cost as a percentage of conservative sales and 
as dollars per qualified transaction.
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5. Product, Assortment, Inventory, and Differentiation
Product strategy determines what the business offers, what role each item plays, how much capital it consumes, and how the 
assortment guides customers toward profitable choices. A strong assortment is not the largest assortment. It is the smallest 
collection that reliably covers important needs, creates clear choices, supports margin, and turns quickly.

Four strategic product roles

Role Function Management objective

Core product
Primary reason customers come; must be 
reliable, available, easy to understand, and 
competitively valuable.

Traffic, trust, and category relevance.

Loss leader / traffic driver
Low-margin item used selectively to attract 
visits or make the basket compelling.

Acquisition; must produce attach sales or 
retention.

High-margin product
Item with strong contribution because of 
differentiation, low variable cost, or high 
perceived value.

Profit pool.

Repeat-purchase product
Consumable, replenishment, maintenance, 
subscription, or habit-driven offer.

Frequency, retention, and predictable cash 
flow.

How to identify products that sell
 Observe what customers repeatedly ask for, not only what they praise.
 Study competitor bestsellers, stockouts, review mentions, menu placement, and promotional frequency.
 Run small-batch tests with a defined success threshold for units, margin, repeat, and return rate.
 Measure gross margin dollars and contribution per unit of shelf, labor, kitchen time, delivery capacity, or sales attention.
 Separate demand failure from execution failure: a good item may fail because of poor placement, unclear naming, unavailable 

sizes, or weak proof.
 Kill or redesign items that create complexity without enough revenue, margin, strategic traffic, or retention value.

Assortment and menu architecture
Assortment breadth answers how many needs or categories are covered. Depth answers how many alternatives exist within a 
category. Too little choice can reduce relevance; too much choice increases inventory, training, decision friction, waste, and 
purchasing complexity. Use a “good-better-best” architecture, clear anchors, and deliberate defaults. In menus, place high-
contribution and high-satisfaction items where attention naturally goes, but do not manipulate customers into poor value.

Decision Useful rule

Add an item
Only when it fills a meaningful need, improves the basket, attracts a 
target segment, or strengthens strategic positioning.

Keep an item
It earns its space through contribution dollars, turnover, traffic, 
retention, or necessary completeness.

Reprice/repackage
Demand exists but margin, portion, service effort, or customer 
understanding is wrong.

Remove an item
It is slow, low-contribution, high-waste, confusing, unreliable, or 
distracts from the core offer.

Inventory and purchasing
Inventory Turnover = Cost of Goods Sold / Average Inventory

Days Inventory on Hand = Average Inventory / Daily Cost of Goods Sold

Fast turnover reduces cash tied up, markdown risk, spoilage, obsolescence, theft exposure, and storage. However, excessively 
lean inventory can create stockouts and lost trust. Use reorder points based on lead time, variability, safety stock, and minimum 
order quantities. Classify items by sales and risk: A items receive tight controls; B items routine controls; C items simplified controls 
or elimination.
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Supplier selection scorecard

Factor Weight Questions

Landed cost 20%
Price, freight, duty, payment terms, rebates, 
minimums, damage, returns.

Reliability 20%
Fill rate, lead-time accuracy, stockout history, 
communication.

Quality consistency 20%
Defect rate, specifications, traceability, complaint 
response.

Flexibility 10%
Small orders, rush capacity, customization, 
seasonal changes.

Strategic support 10%
Training, merchandising, data, marketing, 
exclusivity.

Financial/ethical risk 10%
Solvency, labor practices, compliance, privacy, 
environmental risk.

Relationship behavior 10%
Transparency, problem solving, fairness under 
pressure.

Quality, packaging, merchandising, branding, differentiation
 Quality control: define measurable standards at receiving, production, display, delivery, and complaint review.
 Packaging: protect the product, communicate the promise, improve usability, and fit shipping/storage economics.
 Merchandising: organize the environment so customers can notice, understand, compare, and choose with low friction.
 Branding: build a consistent expectation about who the business serves, what it does, and how it behaves.
 Differentiation: be meaningfully better, more convenient, more trustworthy, more specialized, faster, more local, more personal, 

or structurally lower cost. “Different” without customer value is decoration.

AI-generated visual: product roles, pricing strategy, and business-model comparison.
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6. Pricing, Margin, and Break-even Economics
Price is both an economic instrument and a signal. It determines how much value the business captures, influences customer 
expectations, shapes demand, and changes which customers the business attracts. The correct price is not simply “cost plus a 
markup” or “slightly below competitors.” It is the price and package structure that maximizes long-term contribution while preserving 
trust and strategic positioning.

Essential pricing terms

Term Definition

Cost of goods sold (COGS) Direct product, ingredient, or production cost associated with sales.

Gross profit Revenue - COGS.

Gross margin % Gross profit / revenue.

Variable cost
Cost that changes with transactions or volume: product, packaging, 
commissions, card fees, delivery.

Contribution margin Selling price - variable cost.

Contribution margin % Contribution margin / selling price.

Fixed cost
Cost not immediately driven by volume: base rent, core salaries, 
insurance, software, debt overhead.

Break-even sales Sales required for total contribution to cover fixed cost.

Price = Variable Cost / (1 - Target Contribution Margin %)

Break-even Units = Fixed Costs / Contribution Margin per Unit

Break-even Sales = Fixed Costs / Contribution Margin %

Numerical example
A product sells for $18. Its product, packaging, payment, and fulfillment variable costs total $7. Contribution is $11 per unit, or 
61.1%. Monthly fixed costs are $30,000. Break-even volume is $30,000 / $11 = 2,728 units. At 3,500 units, operating profit before 
taxes and owner distributions is approximately (3,500 x $11) - $30,000 = $8,500.
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Break-even example. The exact model should include all volume-driven costs and realistic capacity limits.

Pricing approaches

Approach Use Risk

Cost-based Establish a floor and required economics.
Ignores perceived value and market 
alternatives.

Competitive reference
Understand category anchors and customer 
expectations.

Copies competitors with different costs or 
strategy.

Value-based
Capture part of the measurable benefit created 
for the customer.

Requires credible proof and customer 
understanding.

Dynamic / time-based
Match price to capacity, urgency, demand, 
season, or lead time.

Can feel unfair if opaque or exploitative.

Tiered good-better-best
Serve different willingness-to-pay levels and 
simplify choice.

Poor tier design can cannibalize or confuse.

Subscription / membership
Exchange recurring payment for access, 
convenience, priority, or savings.

Creates liability to deliver continuing value.

Discounting, bundling, upselling, and cross-selling
 Discounts should buy a specific outcome: first trial, off-peak utilization, larger quantity, faster payment, or reactivation. 

Permanent discounting trains customers to wait.
 Bundles work when combined value is easier to understand and the added items have attractive contribution or increase 

outcome quality.
 Upselling moves the customer to a better version that genuinely fits the need. Cross-selling adds a complementary item or 

service.
 Track incremental contribution, not just incremental revenue. A promotion that creates volume but destroys margin or service 

quality may be negative.
 Use price fences ethically: student, volume, advance-purchase, off-peak, loyalty, or service-level differences should have a 

defensible reason.
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7. The Revenue Formula and Growth Levers
Revenue = Visitors x Conversion Rate x Average Transaction Value x Repeat-

Purchase Frequency

This formula turns vague growth goals into operational levers. Each term can be managed by different people, activities, and 
measurements. Improvements compound: four 10% improvements produce approximately 46% revenue growth, not 40%.

The compound effect of improving multiple revenue levers.

Lever Methods Metric

Visitors / qualified leads
Visibility, maps, SEO, signs, partnerships, 
referrals, content, events, hours, delivery zone.

Qualified visits, lead source, cost per visit/lead.

Conversion rate
Offer relevance, availability, proof, service, speed, 
demonstration, objection handling, checkout.

Transactions / qualified visitors or wins / 
proposals.

Average transaction value
Bundles, tiered packages, minimum order, add-
ons, premium versions, quantity, financing.

Revenue / transactions.

Repeat frequency
Consistency, replenishment reminders, 
subscriptions, memberships, loyalty, follow-up, 
complaint recovery.

Orders/customer/year; cohort repeat rate.

Concrete improvement playbook

Problem First diagnostic Low-cost test

Low traffic
Is the target customer present and can they 
see/find us?

Update maps, signs, local listings; partner with 
three nearby demand generators.

Low conversion
Which step loses buyers: entry, 
understanding, trust, price, checkout?

Observe 30 interactions; rewrite greeting and 
offer explanation; display proof.

Low ticket
Do customers understand the better option 
and natural complements?

Create three bundles and one default 
recommendation.

Low repeat
Was the outcome inconsistent, forgotten, 
inconvenient, or unnecessary?

Send replenishment/follow-up at the actual 
usage interval; fix top complaint.
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Avoid false growth

Revenue acquired through unprofitable discounts, excessive ad spend, overstaffing, long receivables, or unsustainable founder 
labor may not increase business value.

8. Business Models Compared
Model Revenue structure Strength Primary risks Best suited to Capital

Physical retail
Product sales and services 
at a location.

Merchandising, local trust, 
convenience.

Rent, inventory, shrink, 
traffic dependence.

Retail operators, local 
specialists.

Medium-high

Restaurant / food service
Meals, beverages, 
catering, delivery.

Frequency, hospitality, 
sensory experience.

Labor, perishability, food 
safety, capacity, reviews.

Operators with process 
and people discipline.

Medium-high

Online shop
Product sales through 
owned or marketplace 
channels.

Reach, data, low storefront 
cost.

Ad cost, returns, logistics, 
platform dependency.

Digital marketers and 
product operators.

Low-medium

Professional service
Fees, retainers, projects, 
subscriptions.

High gross margin, 
expertise, relationships.

Founder dependency, 
utilization, sales cycle.

Experts who can sell and 
systematize.

Low-medium

Mobile business
On-site services delivered 
at customer location.

Low rent, convenience, 
flexible territory.

Travel, route density, 
weather, capacity.

Technicians and route 
operators.

Low

Wholesale / distribution
Bulk sales, account 
contracts, territory.

Volume, repeat accounts, 
purchasing leverage.

Working capital, 
concentration, receivables.

B2B sellers and logistics 
operators.

High

Franchise
Local unit operating under 
licensed system.

Brand, playbook, training, 
supplier network.

Fees, restrictions, contract 
and unit economics.

Operators who value 
systems over invention.

High

Model-selection criteria
 People fit: selling style, operational stamina, technical skill, hospitality, management ability, and tolerance for repetitive 

execution.
 Capital fit: startup cost, working-capital cycle, inventory, buildout, deposits, receivables, and reserve requirement.
 Location fit: dependence on visibility, customer travel, delivery radius, route density, or online discovery.
 Risk fit: regulation, perishability, liability, seasonality, customer concentration, platform dependence, and fixed-cost exposure.
 Lifestyle fit: operating hours, emergency calls, weekends, travel, staffing intensity, and founder availability.

Facts
An owner can open a small food concept, acquire equipment for a 
mobile service, build an e-commerce inventory, or fund a 
professional-service sales runway.

Diagnosis
The nominal capital is identical, but cash-cycle and fixed-cost risk 
differ radically.

Action

Compare the amount locked in buildout/inventory, months to 
revenue, gross contribution, founder skill, and reserve after launch. 
Preserve at least six months of realistic fixed-cost coverage for an 
unproven concept.

Result / lesson
The best model is not the most glamorous. It is the model whose 
economics and operating demands fit the owner's capital, skill, and 
risk capacity.
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9. Marketing, Acquisition, Retention, and Reputation
Marketing creates and captures attention; sales converts qualified interest; service and product performance determine retention. A 
channel is effective only when it reaches the right customer, produces measurable action, and generates contribution after cost.

Channel Best use Cost profile Success condition

Storefront signs / exterior
Local visibility and immediate category 
recognition.

Low recurring; moderate setup.
Traffic quality, visibility, message 
clarity.

Local advertising Awareness and promotional reach. Medium-high. Attribution, repetition, offer relevance.

Search engines / paid search Captures explicit intent. Pay-per-click; can be high.
Keyword economics, landing page, 
conversion.

Map services / local listings Discovery, directions, calls, reviews. Low; operational upkeep.
Accuracy, photos, category, hours, 
review response.

Reviews Trust and risk reduction.
Low direct cost; high service 
requirement.

Volume, recency, authenticity, 
response quality.

Social media
Community, proof, discovery, 
retargeting.

Time plus creative/ad cost.
Platform fit, consistency, conversion 
path.

Content Education, authority, search visibility. Time-intensive; compounds slowly. Useful depth, distribution, lead capture.

Local communities Trust and direct relationships. Low-medium. Relevance, reciprocity, reputation.

Referrals High trust and often low CAC. Referral reward / relationship cost. Service quality and active asking.

Coupons / promotions Trial, reactivation, off-peak demand. Margin cost.
Incrementality, abuse, repeat after 
offer.

Events
Experience, sampling, community 
visibility.

Medium.
Audience fit, follow-up, operational 
load.

Partnership marketing
Shared audiences and complementary 
value.

Low-medium.
Partner fit, tracking, fairness, 
execution.

Customer acquisition cost and retention cost
CAC = Fully Loaded Acquisition Spend / New Customers Acquired

Customer Retention Cost = Retention Program and Service-Recovery Cost / Retained 
Customers

Include creative labor, sales compensation, commissions, agency fees, software, samples, discounts, and channel management 
when material. Evaluate CAC by source and customer cohort. A cheap lead source can be expensive if conversion, margin, or 
retention is weak. Retention spending should be measured against incremental lifetime contribution, not treated as automatically 
efficient.

CAC discipline

Set a maximum allowable CAC based on contribution and desired payback. Example: if a customer contributes $50 per month 
and the target payback is three months, allowable CAC is approximately $150 before risk adjustments.

Review and reputation management
12. Earn reviews through a reliable outcome and a simple, non-coercive request after a successful interaction.
13. Respond quickly, specifically, and respectfully. Do not reveal private information or argue emotionally in public.
14. Code complaints by root cause: product, delay, employee, cleanliness, billing, expectation, accessibility, or policy.
15. Close the loop internally. A public apology without operational correction becomes marketing theater.
16. Track rating, review volume, review recency, issue category, resolution time, and recovery rate.
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AI-generated visual: marketing channels, point-of-sale sales, and operations controls.
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10. Point-of-Sale Sales Process and Customer Experience
The purpose of selling is to help the customer make a good decision with less uncertainty. High-pressure tactics can create short-
term transactions but damage trust, referrals, reviews, refunds, and employee culture. The practical sales process is diagnostic and 
benefit-focused.

Step Objective Example language

1. Greeting
Acknowledge promptly, create comfort, and signal 
availability.

“Welcome. Take your time - I am here when you 
need help.”

2. Permission and question
Open a conversation without trapping the 
customer.

“What are you hoping to accomplish today?”

3. Discovery
Clarify use case, urgency, budget, constraints, 
and prior attempts.

“What has not worked about the current 
solution?”

4. Product explanation Translate features into relevant outcomes.
“This is useful because it reduces setup time by 
about half.”

5. Demonstration
Make value tangible through use, sample, 
comparison, or proof.

“Let me show you the difference in two minutes.”

6. Recommendation Offer a specific best fit and explain why.
“Based on frequency and space, this option is the 
best fit.”

7. Objection handling
Acknowledge, clarify, answer, and check whether 
concern is resolved.

“Is the concern the total price, or whether it will 
solve the problem?”

8. Price negotiation Protect value; trade rather than concede.
“We can reduce scope, extend timing, or change 
quantity - which matters most?”

9. Closing Ask for a clear next step without pressure.
“Would you like to proceed with the standard or 
premium package?”

10. Additional sale
Suggest a complement only when it improves the 
outcome.

“Most customers also need the adapter; do you 
already have one?”

11. Payment Make terms transparent and checkout easy. Confirm total, delivery, return policy, and receipt.

12. After-sales
Confirm success, solve problems, and time the 
next contact.

“I will check in Friday after you have used it.”

Conversation techniques that improve conversion without pressure
 Use open questions first, then narrow questions. Avoid interrogating the customer.
 Reflect the customer's words: “It sounds like reliability matters more than the lowest price.”
 Recommend confidently but explain the reasoning. Confidence without explanation can feel manipulative.
 Use honest scarcity only when true. Never fabricate urgency, inventory shortages, or social proof.
 Offer a decision structure: standard/premium, today/later, buy/try, full scope/reduced scope.
 Give permission not to buy. This reduces defensiveness and increases trust.
 Treat objections as missing information or risk, not resistance to defeat.

Conversion measurement
Conversion Rate = Completed Transactions / Qualified Customer Interactions

Segment conversion by employee, shift, source, product category, first-time versus repeat customer, and wait time. Use coaching, 
not public humiliation. A low conversion rate may reflect inventory, lead quality, pricing, or service design rather than salesperson 
effort.
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11. Operations Management and Control Systems
Operations turns promises into consistent outcomes. The owner should design a visible control system: standards, checklists, 
assigned responsibility, evidence of completion, exception reporting, and corrective action. A checklist without ownership or 
verification becomes decoration.

Area Minimum control Key indicator

Purchasing
Approved suppliers, price checks, order quantities, 
authorization limits, receiving match.

Purchase variance, stockouts, supplier fill rate.

Inventory
Counts, reorder points, access controls, aging, 
transfers, returns.

Turnover, shrink, days on hand, stockout rate.

Waste
Measure spoilage, rework, breakage, discounts, 
expired items, unused labor.

Waste % of sales; waste by reason.

Staffing
Demand-based schedules, role coverage, breaks, 
overtime, backup plan.

Labor %; sales/labor hour; lateness.

Training
Role certification, shadowing, scripts, safety, product 
knowledge, refreshers.

Error rate, mystery shop, time to proficiency.

Service standards
Greeting time, queue, fulfillment, communication, 
recovery authority.

Wait time, satisfaction, complaint recurrence.

Cleanliness
Zone ownership, frequency, inspection, pest/waste 
controls.

Inspection score, repeat defects.

Quality
Specifications, receiving checks, process controls, 
final verification.

Defect/refund rate, rework, variance.

Complaints/refunds
Single intake process, authority, documentation, root-
cause coding.

Resolution time, recovery, repeat issue.

Theft/shrink
Separation of duties, cameras, counts, void/refund 
review, cash controls.

Shrink %, unusual transactions.

Payments
PCI-safe processing, cash count, chargeback 
controls, deposit timing.

Tender variance, chargebacks, fees.

Bookkeeping/taxes
Daily close, reconciliations, document retention, tax 
calendar.

Unreconciled items, late filings, tax reserve.

Insurance/permits/contracts
Renewal calendar, coverage review, licenses, 
lease/vendor obligations.

Expiration alerts, claims, compliance gaps.

Daily opening and closing control

Opening Closing

Safety and cleanliness inspection. Reconcile cash, cards, refunds, and voids.

Confirm staffing and assignments. Count critical inventory and record waste.

Verify equipment, systems, and payment terminals. Secure product, cash, keys, and customer data.

Check priority stock, reservations, and deliveries. Review incidents, complaints, and unresolved promises.

Brief team on sales goals, service focus, and risks. Prepare next-day order, staffing, and maintenance exceptions.

Employee training system
17. Define the outcome and standard for each role, including unacceptable failure conditions.
18. Explain why the standard matters to customers, coworkers, safety, and economics.
19. Demonstrate the task correctly at normal operating speed.
20. Have the employee perform the task while narrating key decisions.
21. Certify competency using observed performance, not attendance alone.
22. Coach from specific evidence and retrain recurring errors.
23. Promote employees who can teach and improve the system, not only those who work fastest.
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Contracts and permits
Maintain a contract register containing counterparty, scope, pricing, renewal, termination, insurance, indemnity, data, 
confidentiality, exclusivity, personal guarantee, dispute, and notice terms. Maintain a compliance calendar for business licenses, 
sales tax, food/health permits, professional licenses, fire inspection, signage, occupancy, employment, music/public-performance 
rights, and franchise obligations as applicable.

12. Financial Management and Management Reporting
Revenue is the total value of sales. Profit is what remains after costs. Cash flow is the movement and timing of cash. A business 
can report profit and fail because inventory, receivables, loan payments, taxes, capital spending, or owner withdrawals consume 
liquidity. Financial management therefore combines the income statement, balance sheet, and cash-flow view.

Core cost structure

Category Examples Management question

Variable cost
COGS, ingredients, packaging, card fees, 
commissions, delivery.

Does each sale contribute enough?

Fixed cost
Rent, core payroll, insurance, licenses, 
software, accounting.

Can the business survive a weak month?

Mixed cost
Utilities, hourly labor, maintenance, marketing 
retainers.

What portion changes with volume?

Working capital Inventory + receivables - payables.
How much cash is trapped in the operating 
cycle?

Debt service Principal, interest, fees, covenants. Can conservative cash flow cover payments?

Owner compensation Wage for work plus return on invested capital.
Is the business profitable after fair owner 
labor?

Monthly profit-and-loss example

Line Amount % of sales

Net sales $100,000 100.0%

COGS ($38,000) 38.0%

Gross profit $62,000 62.0%

Direct hourly labor ($18,000) 18.0%

Occupancy ($9,000) 9.0%

Marketing ($5,000) 5.0%

Other operating expenses ($15,000) 15.0%

Operating profit before owner comp/tax $15,000 15.0%

Fair owner operating wage ($7,000) 7.0%

Economic profit before tax $8,000 8.0%

Important ratios

Ratio Formula Use

Gross margin % Gross profit / sales Product economics and mix.

Contribution margin % (Sales - variable costs) / sales Ability to cover fixed cost.

Labor cost % Labor / sales Staffing and productivity; compare by daypart.

Occupancy cost % Total occupancy / sales Location affordability.

Marketing % Marketing / sales Investment intensity; must pair with CAC.
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Ratio Formula Use

Inventory turnover COGS / average inventory Cash efficiency and obsolescence risk.

Current ratio Current assets / current liabilities
Short-term liquidity; interpret by business 
model.

Debt-service coverage Cash available for debt service / debt service Ability to pay lenders under normal operations.

Net profit margin Net profit / sales Final profitability after all expenses.

Daily, weekly, and monthly review rhythm

Frequency Review

Daily
Sales by hour/channel; transactions; ATV; labor hours; cash/tender 
variance; stockouts; waste; refunds; major complaints; next-day cash 
needs.

Weekly
Sales versus plan; gross margin; schedule productivity; inventory 
aging; marketing source; conversion; receivables/payables; 13-week 
cash forecast; corrective actions.

Monthly
Full P&L; balance sheet; cash flow; cohort retention; CAC/payback; 
supplier performance; taxes; debt covenants; owner compensation; 
forecast rebase.

Thirteen-week cash forecast
List beginning cash, expected customer receipts by week, payroll, rent, suppliers, taxes, debt, capital spending, owner withdrawals, 
and minimum cash reserve. Use probability-weighted collections and timing, not invoice totals. Update weekly. The purpose is 
early action: slow purchasing, accelerate collection, renegotiate terms, adjust staffing, sell idle assets, defer capital spending, or 
obtain financing before a crisis.

Illustrative example: profit can rise while cash falls because of inventory and capital spending.
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13. Failure Causes, Warning Indicators, and Turnaround
Most businesses do not fail from one dramatic event. They fail through a sequence: optimistic assumptions, weak controls, delayed 
recognition, emotional commitment, and insufficient cash. Early indicators should trigger diagnosis while choices remain available.

Failure cause Mechanism Corrective direction

Excessive initial investment
Buildout/equipment consumes reserve before 
demand is proven.

Open in stages; lease/test; preserve runway.

Poor location Traffic does not match customer or access needs. Relocate, change channel, delivery, or concept.

Low margins Sales create activity but little contribution.
Reprice, change mix, reduce variable cost, 
remove complexity.

Excess inventory Cash trapped in slow or obsolete stock.
Freeze buying, markdown deliberately, 
return/liquidate, improve forecasting.

Pricing errors
Too low to cover economics or too high for 
perceived value.

Test package/price, improve proof, reduce scope 
or cost.

Misleading revenue
Gross sales hide refunds, discounts, pass-
throughs, or acquisition cost.

Report net sales, contribution, and cash by 
channel.

Excess fixed cost
Rent, payroll, debt, or subscriptions exceed 
conservative capacity.

Renegotiate, sublease, consolidate, convert fixed 
to variable.

Weak customer understanding
Offer solves the wrong problem or reaches the 
wrong segment.

Interview lost buyers and repeat customers; 
retarget.

Reckless expansion
New unit added before first unit is stable and 
transferable.

Pause, close weak units, centralize control, 
rebuild management.

Partnership conflict
Authority, effort, pay, risk, or exit expectations are 
unclear.

Written governance, role/accountability, buy-sell 
process, mediation.

Cash shortage
Timing and reserves fail before economics 
recover.

13-week forecast, collections, purchasing control, 
financing, restructuring.

Early warning indicators

Indicator Why it matters Trigger response

Sales decline for 4-8 comparable weeks
May indicate demand, competition, reputation, or 
execution change.

Segment by channel/daypart/product; interview 
customers.

Cash balance continually below reserve
Removes reaction time and increases expensive 
decisions.

Freeze discretionary spending; update 13-week 
forecast.

Inventory aging or stockouts rising Forecasting or purchasing control is failing. ABC analysis; reorder reset; supplier review.

Discounting increasing Value, price, or demand quality is weakening. Measure contribution and post-promotion repeat.

Refunds, complaints, or poor reviews rising Quality or expectation control is deteriorating. Root-cause review within 48 hours.

Labor hours rising faster than sales Scheduling or process productivity is weakening.
Measure sales per labor hour and queue/service 
data.

Late supplier/tax/debt payments Liquidity crisis may already be underway. Escalate immediately; negotiate before default.

Founder working more while results worsen
The system is becoming dependent on heroic 
effort.

Stop expansion; document roles; remove low-
value complexity.

Turnaround sequence
24. Protect cash today: create a daily cash view, stop nonessential spending, and prevent new commitments.
25. Establish the economic truth: rebuild net sales, variable cost, fixed cost, debt, and obligations from source records.
26. Identify the profitable core: customer, product, channel, daypart, employee team, or location that still produces contribution.
27. Reduce complexity and fixed cost faster than revenue disappears.
28. Repair the customer promise: availability, quality, speed, trust, and complaint resolution.
29. Negotiate early with landlords, lenders, suppliers, and partners using a credible plan and transparent numbers.
30. Set a decision deadline. Do not consume all personal and business capital in an indefinite rescue.
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AI-generated visual: financial controls, failure indicators, and practical tools.
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14. Growth, Expansion, Franchising, Automation, and Exit
Growth should replicate proven value and economics, not multiply unresolved problems. The first business is ready to scale when it 
has stable customer demand, documented processes, management reporting, predictable contribution, adequate cash, and the 
ability to operate without constant founder intervention.

Readiness gates before expansion

Gate Minimum evidence

Demand Stable comparable sales, repeat behavior, and a clear target segment.

Unit economics
Positive contribution and acceptable payback after fair owner/manager 
cost.

Operations
Documented standards, training, quality control, and low exception 
rates.

Management
A responsible manager can run the current operation for at least four 
weeks.

Cash
Expansion capital plus contingency does not endanger the core 
business.

Market transferability
Demand and economics remain attractive in the next 
geography/channel.

Control
Accounting, inventory, pricing, data, contracts, and reporting can 
support another unit.

Expansion paths

Path Economics Control requirement Common trap

Additional location
Replicate unit revenue and margin with 
new site capex.

Site selection, manager bench, 
centralized controls.

Assuming first-site demand transfers.

Online channel
Add geographic reach and data; 
shipping/returns variable cost.

Catalog, fulfillment, digital acquisition, 
customer service.

Ignoring CAC and return rates.

Wholesale
Lower price per unit but larger orders 
and accounts.

Production, credit, logistics, account 
concentration.

Growth that consumes working capital.

Franchising
Fees and royalties; franchisee capital 
funds units.

Proven system, disclosure/compliance, 
support, brand control.

Franchising an unproven or founder-
dependent concept.

Licensing
Royalty for IP, format, content, or 
product rights.

IP protection, quality standards, audit 
rights.

Weak enforcement and brand dilution.

Private label
Higher control and potential margin on 
owned brand.

Product development, minimum orders, 
quality, liability.

Inventory and supplier concentration.

Automation
Reduce errors, labor intensity, or cycle 
time.

Process clarity, data, integration, 
exception handling.

Automating a bad process.

Sale of business
Convert future cash flow into 
transaction value.

Clean books, transferable contracts, 
management, low owner dependence.

Waiting until decline or crisis.

Owner transition: worker to system designer
31. Record where the owner spends time for two weeks and classify work as production, supervision, decision, relationship, 

improvement, or waste.
32. Document recurring tasks and define the standard, authority, information, and exception threshold.
33. Delegate outcomes with metrics, not isolated chores. Give trained employees authority proportional to responsibility.
34. Create a weekly operating review around customers, people, process, finance, and risk.
35. Build a management bench by teaching employees to diagnose and improve the system.
36. Remove the owner from routine approvals that do not require owner judgment.
37. Test transferability by leaving the operation for increasingly long periods and reviewing exceptions afterward.
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Definition of a scalable business

A scalable business can increase output or add units without requiring the founder's time, capital, and risk to increase at the 
same rate.

15. Ethics, Trust, Data, People, and Long-Term Reputation
Trust is not a soft value separate from economics. It lowers customer hesitation, reduces monitoring and dispute cost, attracts 
employees and suppliers, improves referrals, and increases resilience during mistakes. Unethical shortcuts create hidden liabilities 
that can surface as refunds, lawsuits, regulatory action, turnover, supplier withdrawal, reputational damage, or loss of financing.

Area Operational standard Commercial effect

Honesty in selling
Accurate claims, transparent price and terms, 
disclosure of limitations.

Lower refunds and disputes; stronger repeat 
and referral.

Customer data protection
Collect only needed data; secure access; limit 
retention; train staff; respond to incidents.

Reduces legal, fraud, and reputation risk.

Employee treatment
Fair pay, safe work, predictable rules, dignity, 
training, non-retaliation.

Lower turnover; better service; stronger hiring 
brand.

Supplier relationships
Clear specifications, timely payment, fair 
dispute process, no coercive surprises.

Reliability, flexibility, and priority during 
shortages.

Community responsibility
Respect noise, traffic, waste, local norms, 
accessibility, and neighborhood impact.

Social license and local support.

Long-term reputation
Consistent performance and fair recovery 
when things go wrong.

Compounding trust and lower acquisition cost.

Ethical decision test
 Legality: Is it lawful under the jurisdictions and contracts involved?
 Truth: Would a reasonable customer understand the full material reality?
 Symmetry: Would the decision still feel fair if roles were reversed?
 Publicity: Could the business defend the decision if employees, customers, or media saw it?
 Long-term value: Does the decision strengthen or consume trust?
 Vulnerability: Does it exploit someone's lack of information, urgency, dependence, or inability to protect themselves?

AI-generated visual: ethical principles, startup roadmaps, and viability tools.



COMMERCE: A COMPREHENSIVE OPERATING GUIDE

Page 27

16. Startup Paths and Action Plans
The correct startup sequence depends on capital, reversibility, and the cost of being wrong. The lower the capital, the more the 
founder should sell labor, expertise, access, or brokerage before buying assets. Physical locations require evidence, reserves, 
leases, compliance, and operational preparation before opening.

Situation A: almost no capital
Best-fit models include professional or local services, brokerage, reselling on consignment, content-supported lead generation, 
tutoring, mobile assistance, home-based production where lawful, digital products, and pre-sold projects. The objective is to create 
paid evidence and cash before fixed commitments.

Pre-launch checklist 30-day plan 90-day plan One-year objective

Define one narrow customer and 
painful problem; list available 
skills/assets; verify licensing; create 
a simple offer; set price and 
payment terms; prepare 
sample/proof; open low-cost 
payment and bookkeeping.

Conduct 30 interviews; make 100 
targeted contacts; deliver 3-10 paid 
pilots; track time and variable cost; 
collect testimonials and referrals; 
refine scope and scripts.

Choose the profitable segment; 
standardize delivery; raise price if 
capacity is constrained; create 
recurring package; build referral 
partners; establish tax reserve and 
cash buffer.

Reach stable monthly contribution; 
document delivery; 
subcontract/delegate repeatable 
work; diversify lead sources; decide 
whether to remain a high-income 
practice or build a team.

Situation B: small amount of capital
Best-fit models include focused e-commerce, mobile services with equipment, pop-ups, market stalls, micro-retail, small-batch 
food/product concepts, used-goods resale, and service businesses with limited fixed cost. Capital should buy a tested bottleneck - 
equipment, inventory, certification, or acquisition - not an image of legitimacy.

Pre-launch checklist 30-day plan 90-day plan One-year objective

Set maximum loss; reserve 30-50% 
for working capital; validate demand 
with preorder/popup; source two 
suppliers; calculate landed cost and 
returns; establish inventory limits; 
obtain insurance/permits; define stop 
rules.

Launch minimum assortment; 
measure traffic, conversion, ATV, 
contribution, returns, and repeat; test 
two prices and three acquisition 
channels; avoid broad paid 
advertising before conversion is 
proven.

Concentrate on winners; liquidate 
slow stock; improve reorder points; 
negotiate supplier terms; automate 
bookkeeping/fulfillment; establish 
weekly cash forecast and owner pay 
rule.

Produce repeatable positive 
contribution; build a six-month 
reserve; add one adjacent channel 
or product only after core stability; 
document process and evaluate 
hiring.

Situation C: opening a physical location
A location creates powerful advantages - visibility, experience, capacity, local trust - and powerful liabilities - rent, buildout, 
guarantees, labor, permits, and inflexibility. The owner must prove demand and preserve downside options before signing.

Pre-launch checklist 30-day plan after opening 90-day plan One-year objective

Complete trade-area study; count 
qualified traffic; model 
conservative/base/upside sales; 
negotiate lease contingencies, buildout, 
assignment, exclusivity, signage, 
renewal, and guarantee; confirm 
permits; obtain bids; preserve 6-12 
months fixed-cost reserve; hire/train; 
soft-open; test systems.

Review daily funnel and cash; correct 
signage, maps, queue, assortment, 
schedule, cleanliness, and top 
complaints; contact every 
lost/abandoned lead possible; avoid 
expansion of hours/menu until core 
service is stable.

Establish daypart economics, labor 
standards, product mix, reorder rules, 
local partnerships, review process, and 
manager accountability; remove 
unprofitable complexity; reforecast.

Reach stable comparable sales and 
contribution; build manager bench; 
renew or renegotiate suppliers; prepare 
second-channel or second-unit 
feasibility only if the first location can 
operate without the founder.

Universal pre-launch stop rules
 Do not sign a long lease before verifying permitted use, realistic buildout, and conservative break-even.
 Do not order a broad assortment before identifying the core product and reorder logic.
 Do not hire a full team before work volume and training systems justify it.
 Do not treat borrowed money as evidence of demand.
 Do not use all available capital for opening day. Preserve working capital and a shutdown/exit reserve.
 Set a date and numerical threshold for pivoting, downsizing, or closing before emotions dominate.
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Appendix A. Industry-Selection Matrix
Score each factor from 1 (weak/unfavorable) to 5 (strong/favorable). Apply weights based on your situation. Reject opportunities 
with a fatal constraint even if the total score is high.

Factor Weight Industry A Industry B Industry C Evidence / notes

Demand intensity and 
frequency

15%

Customer ability and 
willingness to pay

10%

Competitive gap / 
differentiation

10%

Gross and contribution 
potential

15%

Startup capital fit 10%

Working-capital cycle 10%

Founder skill and 
credibility

10%

Operational complexity 5%

Regulatory and liability 
risk

5%

Scalability / transferability 5%

Lifestyle and schedule fit 5%

Weighted total 100%

Fatal-constraint check

Examples: required license cannot be obtained; lease use is prohibited; break-even exceeds capacity; customer concentration 
is unacceptable; insurance is unavailable; working capital exceeds resources.
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Appendix B. Trade-Area Analysis Worksheet
Field Finding Field Finding

Address / site Observation dates and times

Concept and target customer Primary trade-area radius/time

Qualified foot traffic per 15 min Vehicle traffic / access notes

Parking count / peak occupancy Transit / walkability

Visibility and signage Delivery/loading access

Nearby demand generators Nearby competitors

Typical competitor price/ticket Observed competitor volume

Weekday daypart demand Weekend daypart demand

Seasonality / event effects Safety / lighting / cleanliness

Base rent / CAM / charges Buildout / equipment estimate

Conservative monthly sales Occupancy cost ratio

Lease term / escalation Guarantee / exit rights

Top three reasons to choose site Top three reasons to reject site
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Appendix C. Product-Profitability Table

Product Units Net price Revenue
Variable 
cost/unit

Contribution/
unit

Total 
contribution

Space/labor 
use

Role Decision

Contribution per Constrained Resource = Total Contribution / Shelf Feet, Labor 
Hours, Kitchen Minutes, Delivery Stops, or Sales Hours

Decision codes: CORE (must-have), TRAFFIC (acquisition), PROFIT (high contribution), REPEAT (frequency), FIX 
(reprice/repackage), REMOVE (complexity exceeds value).
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Appendix D. Break-even Calculation Sheet
Input Formula Amount

Average selling price per unit/order A

Product/ingredient cost B

Packaging/payment/delivery variable cost C

Variable labor per unit/order D

Total variable cost per unit/order B + C + D E

Contribution per unit/order A - E F

Contribution margin % F / A G

Monthly fixed costs H

Break-even units/orders H / F I

Break-even sales H / G J

Practical monthly capacity K

Capacity cushion (K - I) / K L

Interpretation: if break-even volume approaches practical capacity, the model has little room for weak days, seasonality, errors, or 
owner compensation. Redesign price, cost, capacity, or fixed commitments before launch.
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Appendix E. Daily Sales-Management Sheet
Date

Visitors/
leads

Transaction
s

Conversion 
%

Net sales ATV Gross profit Labor hours
Sales/labor 
hr

Refunds Waste
Cash 
variance

Top 
issue/action

Daily notes should identify one customer insight, one operational exception, and one action owner with a deadline. Do not create a 
dashboard that no one uses to change behavior.
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Appendix F. Business-Viability Evaluation Criteria
Criterion Evidence required Weight

Market demand
Frequent/urgent need, growing or stable 
spending, observable transactions.

15

Customer clarity
Specific target, known trigger, buying process, 
objections, and retention behavior.

10

Product strength
Clear outcome, proof, quality, availability, and 
repeat/attach potential.

10

Competitive position
Defensible differentiation and credible 
acquisition path.

10

Location/channel
Reachable qualified customers at acceptable 
occupancy/acquisition cost.

10

Unit economics
Positive contribution, acceptable gross margin 
and payback.

15

Fixed-cost resilience
Conservative break-even below practical 
capacity with reserve.

10

Management capability
Skills, staffing, controls, suppliers, and 
compliance readiness.

10

Cash-flow feasibility
Working capital, taxes, debt, and 13-week 
forecast are fundable.

5

Scalability/transferability
Processes can be documented and owner 
dependency reduced.

3

Ethics/reputation risk
Claims, data, labor, supplier, and community 
practices are sustainable.

2

Score range Decision guidance

85-100
Proceed to controlled pilot or negotiated launch, subject to fatal-
constraint review.

70-84
Promising but unresolved. Require targeted tests and revised 
economics.

55-69
High risk. Redesign customer, offer, channel, cost, or capital 
structure.

Below 55 Do not launch in current form.

Final go/no-go questions
 Can the target customer and purchase trigger be described in one sentence?
 Has someone in the target segment paid, deposited, preordered, or signed a credible commitment?
 Does each incremental sale create positive contribution after all variable costs?
 Is conservative break-even below practical capacity?
 Can the business survive the expected ramp without exhausting cash?
 Are the location/channel, permits, insurance, suppliers, and key contracts confirmed?
 What specific number and date will trigger a pivot, downsizing, or shutdown?
 Would the business still be attractive after paying the owner a fair wage for actual work?
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Conclusion. Commerce Is a Discipline of Value, Evidence, 
and Control
Commerce succeeds when the business repeatedly solves a meaningful customer problem, makes the solution easy to discover 
and buy, delivers it reliably, captures enough contribution, converts profit into cash, and learns faster than conditions change. The 
central discipline is to replace hope with evidence, complexity with systems, vanity metrics with economics, and short-term 
extraction with trust.

Customers First. Numbers Always. Systems Relentlessly. Reputation for the Long 
Term.

The owner's final operating question

What is the single constraint that most limits customer value and cash generation today - and what measurable experiment will 
remove it this week?

The American Newspaper  https://americannewspaper.org

AmericanTV  https://americantv.org

https://americannewspaper.org/
https://americantv.org/
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