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Top 10 Legal TlpS for Women

Starting Their Own Businesses

by KATHERINE TANK and RENEA SAADE of Schwabe, Williamson & Wyatt

The rapid increase in the num-
- R ber of businesses that are being
' started by womenisremarkable,
A New York Times article that ran last
fall cited that women currently start
sinesses at twice the rate of men.
However the article also pointed out
that women-owned businesses have

a much harder time reaching $1 mil-:

fion in revenue; only three percent
of women-owned businesses make
it to $1 million while seven percent
of male-owned- businesses hit the $1
mlillon mark.

~For many of the women busmess
owners we work with, the chal!enges
and pitfalls they face are legal in na-
ture, many of which can be avoided
by addressing possibie legal issues
early on. To he!p women business
owners prepare: for the challenges
associated with owning and run-
ning a business, we recommend that
ten very important steps be taken
when initially starting a new busi-
ness. While these recommendations
are not intended to constitute legal
advice, they have proven valuable for
many of our clients.

TOP 10 LEGAL TIPS FOR WOMEN
STARTING A NEW BUSINESS -

1. Determine what kind of cor-
porate entity to create and create
iton time.

Many women in business are not
sure if they should create an “S” Cor-

poration, a Limited Liability Partner-

ship, a Limited Lia-
bility Corporation,
Oor operate as a”"D/
B/Ar Also, they |:,
often fail to create |

the proper entity
early on. Once
the -  appropriate
business: entity. is
initiated, it'is also

practices are not
put in place early
enough,

4,Use ‘non-
compete and/or
nonsolicitation
agreements and
don't be afraid
to enforce the
agreements.

critical that all the

“Many women

necessary -paper-
work  is- complet-

are - hesitant to
use noncompete
or nonsolicita-

ed and ‘formally
recorded.

2. Determine personal assets ver-
sus business liabilities and protect
both.

Unlike most men, many women
start their businesses using their sav-
ings, retirement funds or credit cards.
Itis alsocommon for women to grant
personal guarantees or other security
in order to obtain financing for their
businesses, This practice exposes
women to unnecessary liabilities and
prevents them from building a busi-
ness credit history for the future.

3. Select the right employment
structure for the business model.

Deciding whether to hire indepen-
dentcontractors oremployeescan be
difficult. Whether or not to make the

owner an employee of the business .
_is another tough decision.

Often,
the wrong employment structure. is
chosen and, as a result, the most ap-
propriate employment policies and
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tion terms and
conditions with their employees and
vendors. Some women incorrectly
believe that such agreements cannot
be enforced even if they are in place.
These agreements can be drafted in
a manner that is fair to both the busi-
nesses and the other parties.

5. Recognize and manage intel-
lectual property.

Recognizing and managing intel-
lectual property is often overloocked
by women in business. Before de-
ciding on a trademark, a business
owner must make sure it can be

protected and does not infringe on .

another trademark. Once that is
determined, it must be registered
and protected in agreements with
employees and business associates.
Intellectual. property-should be re-
viewed at least annually, since busi-
nessas usually generate additional
intellectual property as they grow.

6. Implement appropriate ven-
dor and client contracts.

Too often, women.in busmess fall :

to reduce the terms of their business
transactions to writing. Business
owners sometimes hesitate to insist
on a written deal, fearing that the
other party will feel a lack of trust.
All transactions of significance (irre-
spective of monetary value) should

be documented in writing. Also,

contracts proposed by vendors and
clients should not be accepted with-
out question. Women should take
the opportunity to negotiate more
favorable terms. Usually, suggested
changes are positively received.

7. Address conflicts that arise
with friends hired as employees.

business owners, Hiring friends is of-

ten easier than hiring strangers since

their backgrounds are known and
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~ Hiring :friends:--as:.employees-is :a- «f
common-approach taken by women

there is a level of trust already estab- |

lished. However, it is often difficult
to make sure the friendship does
not blur the employee-employer
relationship to the business's detri-
ment. By setting out written vaca-
tion and sick-leave policies as well as
performance expectations, conflicts

and stress can usually be drastically |

reduced, if not eliminated.
8. Address conflicts that arise
with partners and investors.
Going into business with or ac-
cepting investments from friends,
families and business-acquaintances

presents the same risks-and poten- |

tial conflicts as hiring friends. Again,

the key to reducing and hopefully :

avoiding such conflicts is to be pro-
active. Business owners should talk
about and plan for the “what if] and

then put that plan in wrltlng from

the outset.

9. Negotiate approprlate terms ‘

and conditions for commeraal
leases. :
This common obstacle and pltfall

dor and client contracts. Too often
women in business-do not consider
their legal rights or investigate the
current marketplace before signing
commercial property leases.

10. Determine how to appropri-
ately and effectively handle col-
lection matters.

‘Unfortunately, all busmesses have
to-deal with. .outstanding accounts

receivable. Learning the business’s -
legal rights and how to rmplement

effective account origi
collection policies and.:
the best way . for a woman in‘busi-
ness to ensure success, With: proper
planning, outstandlng -accounts-are
amanageable nuisance; not an over-
whelming problem that dlsrupts the
success of a business:
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