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A Step-by-Step Guide for Writing a Business Plan
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Purchase this book online at bp30.com or by calling toll-free
1-800-247-6553 (orders only, please have credit card ready).
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-Jason Myers, TX
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“So let me get this straight . . . you attribute the success
of your new Vegetarian Puppy Chow and your recent
lucrative licensing deal with General Foods to none other
than YOUR relentless search for perfection?”
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LICENSING SUCCESSFUL PRODUCTS & SERVICES

IF you’re afraid to license your ideas, products or services to other
companies for fear of losing control over the direction of your com-
pany, consider the following:

“A smaller share in a bigger company might one day turn out to be
worth more than the original equity in your entire present business.

In other words:

“A small piece of a big pie is better than cookie crumbs.”
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LICENSING YOUR ?n Ord.el' to a\'/oid er)bIe.ms .at a |3..tel’ date. It
IDEAS To OTHERS is advisable if considering licensing to con-

sult an attorney as well as experts in this
IF YOU have a special technical process, areas, at an early state.

service or product, and perhaps limited

marketing and selling skills,

you may be able to find an es- For the majority of in-

PROS of Licensing - Licensing
gives you: access to skills that

tablished company in other ventors, the wise strat- might take years tc_> build in your
markets who would be willing €9y is fo try to license  ©OWN company; a single large or-
to pay you a royalty for the their invention to an ex- der, with delivery scheduled over

rights to USe your process or isting enterprise. Annu- &N extenc_ied period; no credit ris_k
Service or Se” your product_ a//y, bl”lons Of dO//aI‘S or CO”eCt'Oﬂ prObIemS, the pOSS|'

Perhaps you could sell raw are spent on technology zlltzt_to n.eiotlate adtvatr;]cerrr:azlk- ‘.
materials, secret ingredients, ~ transfer worldwide. aned t’hgull:r 2???;?5 (:e etat'in e
. i i
patented products, special FUNFACT . 9 Pu
. . . carries over to your product.
tooling or promotional materi-
als to your license holders. CONS of Licensing — Although licensing

can help you reap huge rewards in can
also keep you from developing marketing
strength in your own company; subject you

NOTE Licensing agreements like franchise
and network marketing agreements require
considerable care in writing and setting up
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to price pressures from your large custom-
ers who may control too much of your pro-
duction; and keep you from building brand
loyalty with your end users.

The Amazing Success of the Cab-
bage Patch Doll — An excellent

example of successful licensing that 0 con of Ji-

paid huge dividends to the entre-
preneur was the arrangement that
Xavier Robers had with Coleco In-

the Cabbage Patch Doll.

The licensing agreement he
worked out with Coleco give him ac-
cess to a mass merchandising capability
that would have been prohibitively expen-
sive and probably impossible to create on
his own.

with your end
users.

Likewise, Bill Gates worked out an
agreement with IBM that in exchange for
$80,000 gave IBM the right to install his
MS-DOS operating system on as many
computers as they could manufacture. A
great deal for IBM, until manufacturers like
Compaq started rolling out ten of
thousands of IBM compatible com-

censing is that it pyters, and Gates made millions li-
can keep you

from building
dustries regarding his inventions of  4,.54 loyalty

censing his operating system to
them and other manufacturers that
followed. It is interesting to note that
Gates originally bought the proto-
type for his MS-DOS program from
another developer for $50,000.

¥
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PRIVATE LABEL
RESALE

Another potential problem is that should
the owner of the label find a cheaper pro-

ANOTHER METHOD of reaching
out to new markets is to sell your
product under the name of an-
other distributor or retailer. This
is called private label resale. Un-
der this form of marketing, you
continue to manufacture your
products but another company
puts their label on instead of
yours.

The disadvantage to using this
form of licensing however is that
you cannot build customer or
brand loyalty because the con-

Independent inven-
tors who have neither
the interest nor the
resources to attempt
commercialization of
their inventions
should strive to li-
cense their inventions
to an existing enter-
prise and collect roy-
alties.

SUPERTIP

sumer does not know you are the pro-

ducer.

ducer, they won’t necessarily remain loyal

to you either. Not only could you
lose a significant portion of your
sales, but you could also end up
stuck with a truckload of products
you can’t sell.

¥
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