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Preface


It has become a cliché that job security for life is now a thing of the past. A variety of people, at various ages and stages of their working lives, find themselves without a job – or in a job which is stressful because of the extra demands placed on them by companies concerned about profit margins in an increasingly competitive world.


Many people cast around for ways of escape to new work situations which can offer them security, control and a reasonable income – and if possible some form of pension or asset for the future. This is the situation I found myself in twenty years ago. After considering all sorts of money-making ideas, from growing kiwi fruit to buying and letting out flats, my wife and I hit upon the idea of opening a sandwich-coffee bar.


It has proved to be a reliable and secure source of income. Not only that, but despite the challenges and the hard work, we have found it very satisfying to set up and run our own business. It is also stimulating to try out new ideas and fine-tune the operation in response to the ever-changing demands of increasingly knowledgeable customers and new developments in the food and catering industries.


Oh – and by the way, do you have children? If so, you will find that working on a Saturday or during school holidays will give them a protected but authentic introduction to the real world of work.


Throughout this book I will refer to ‘sandwich-coffee bars’ by which I mean a sandwich bar with or without a seating area which also sells coffee. However, this expression doesn’t really tell the whole story. ‘Sandwich-coffee bar’ should also be taken as potentially including:


♦   Café/coffee bar. Many sandwich-coffee bars have substantial café-style seating areas allowing people to relax in comfort over a cappuccino or an Earl Grey tea. These facilities can range from a bar along one wall plus one table and a few stools to a substantial area with ten or more tables.


♦   Delicatessen (‘sandwich deli’). You will find that many people who started with a delicatessen diversify by introducing sandwiches and coffee and creating a sitting area. The obvious advantage is that they already have much of the infrastructure in place for selling sandwiches.


You will also find places which sell sandwiches and coffee but specialise in tortilla wraps or a range of home-made soups. I have come across a number of newsagents’ shops and bookshops which have successfully created mini sandwich-coffee bars in underused corners of their premises. This makes double sense because it’s an additional facility for existing customers and it attracts more people who might buy newspapers or magazines. And don’t forget the internet café scene. Really the possibilities and permutations are endless. However, what is beyond doubt is that there is an insatiable demand for bread with interesting food inside and good quality coffee.




For day-time take-away food the sandwich is king. Have a range of other products by all means, but I guarantee none will do as well as the ever popular sandwich. And trying to sell coffee without sandwiches and cakes is almost always shown to be commercially unviable.





As a realistic business proposition a sandwich-coffee bar has a number of advantages over much of the competition.


1. People have to eat so there’s always a certain assured level of demand


This certainly can’t be said of every kind of business, many of which suffer from uncertain and changing demand. Dot com. Need I say more?


2. The level of demand for take-away food in the ‘affordable luxury’ category has increased dramatically in recent years


The cake has increased in size. There is a lot of competition but there’s always room for new outlets so long as the quality of the product and the service is high. In truth quite a few places still suffer from the British affliction of low standards of quality and service in the catering field. So the scope for success is considerable – it’s really up to you.


3. Good quality sandwich-coffee bars are virtually recession-proof


This is not true of restaurants, many of which suffer badly when there is an economic downturn. Indeed, at such times sandwich-coffee bars benefit by picking up custom from people no longer able to justify the expense of a restaurant meal as often as in the past.


4. You don’t need any formal qualifications


Having said that, unless you have recently trained in catering, you will have to attend a course in food hygiene. In addition if you have never been self-employed before you will have to learn some new skills – book-keeping, VAT returns, tax and employment rules and regulations. But don’t worry: you really don’t need to be a brain surgeon to get the hang of what you need to know. A lot of it is common sense and people in the relevant official departments are keen to help. In addition a lot of the work can be done online.


5. You can have a life outside working hours


True, you will have to be up fairly early in the morning, but most sandwich-coffee bars close any time between 3 and 5 pm. A lot of your customers may well work in offices so it might not be necessary to open at weekends. Some do, some don’t. In the case of a husband and wife team it is perfectly feasible for one of you to have another job and help out in the shop at times that suit you – possibly opening up in the morning or doing some of the book-keeping in the evening.


This book is mainly about small independent outlets. However, once you’ve set up your first shop there’s nothing to stop you taking on the world. Quite a few places have done this very successfully – ‘Pret A Manger’ and ‘O’Brien’s’ to mention but many hundreds of units. If that is your aim this book will still be relevant because if you don’t know the ins and outs of running one shop you’re going to have a very hard time indeed building an empire.


Your own niche market


I’d like to tell you about an experience I had soon after my wife and I opened our first place which taught me an important lesson. I was working with my wife in the middle of the afternoon. An older man in dirty overalls eased himself into the shop. His suspicious expressions and uneasy body language made it clear he was doubting the wisdom of entering our establishment.


Me: ‘Can I help you?’


Him: ‘Eh, you gotta cheese sandwich?’


Me: ‘Certainly. What kind of cheese would you like?. We’ve got Brie, Cambozola, Jarlsberg, Bavarian smoked, Edam, Gouda or undyed Cheddar.’


Him (after listening to the list with increasing and barely contained frustration): ‘Aw I dunno son, I just want a cheese sandwich.’


I wasn’t sure how to respond to this. I felt, to use that ugly word, deskilled. There was an awkward silence. He then asked if we had any soup. When I told him, tentatively by now, that the soup that day was home-made broccoli and stilton he looked at me in horror and with a parting ‘Nah, nah’ walked out of the shop shaking his head, never to return.


To rub salt in the wound he went across the road to a long-established sandwich bar which my wife and I had rather sniffily dismissed as any kind of serious competition. It was actually closed with the front shutter half down. But the man was too hungry and fired up to be put off. I watched in horror as he ducked under the shutter and gesticulated urgently to the owner who was clearing up inside.


Through our front window I could see them having a lengthy chat punctuated by many violent hand gestures by our erstwhile customer. It was clear beyond doubt that he had made the short but irrevocable journey from potential customer to leading critic. A few minutes later he walked off pumped up full of righteous indignation. He was clutching a small brown paper bag which doubtless contained a basic cheese sandwich (garishly dyed orange cheddar with thickly spread cheap margarine, I thought with disdain) which he would find entirely sufficient for his needs.


This exchange left me feeling helpless and mystified. Surely I had done everything in my power to provide a good service for a potential new customer? What else could I have done? I racked my brains but I had to face the fact that my best wasn’t good enough. Myriad thoughts of financial failure, personal inadequacy and an early exit from the sandwich making business crowded my mind.


All nonsense of course. Put all thoughts of class divisions, elitism and political correctness right out of your mind. The simple lesson of my little anecdote is that in coming to the market you must have your own particular identity – and realise that it will not appeal to everybody. You might want to target the man in the overalls – fine – it’s a big (though declining) market. You might aim for upmarket business types, trendy students or camera-toting tourists or a combination of them. None of these choices is right or wrong, good or bad. What is important is not to think that you can appeal to them all – you can’t and frankly it would be a dull world if you could because every town and city centre would be full of identical sandwich-coffee bars. Have a plan, be prepared to take a few risks – and follow your instincts.


A growing industry


Sandwiches are big business. According to some press reports they constitute ‘the fastest growing food sector.’ In America it is apparently the case that 50% of food expenditure goes on eating out. In Britain it’s under 30% – so, given our habit of following American trends there is clearly room for growth. And lots of people can have a slice of the action. If you have a feel for food, are prepared to be flexible, hard working and consistent then, whilst you probably won’t become a millionaire, you have every chance of making a reasonable income, building up an asset of some value and getting to know a wide variety of people along the way. I hope that my experiences help you to avoid some of the inevitable pitfalls and make you aware of the endless possibilities for making a go of it.


Stephen Miller





CHAPTER ONE


Planning Your Business



1. The new marketplace – mainly good news



A bigger cake


There has been a significant cultural change in the recent past. Eating out during the day has become much more than just attending to a physical need. It has become a positive pleasure which increasing numbers of people indulge in – and not just at lunchtime. You will see people snacking or drinking coffee at all times of the day. And they are constantly on the lookout for new places with interesting ideas to tempt them. They also have much greater spending power – hence the demise of the packed lunch. This all means that the size of the cake has increased enormously.


The other side of the coin, however, is that there has been an explosion of new outlets of every kind, shape and size to cater for this demand. Quality levels have gone up in leaps and bounds as customers have become increasingly discerning. Increased demand has led to more demanding customers.




Never forget though – there’s always room at the top.





More potential locations to choose from


Nowadays you’ll come across neighbourhood sandwich-coffee bars in areas of town, away from the centre, where they would not have been commercially viable up until fairly recently. This is partly explained by the increased and widespread demand for quality food to take away.


However, economic changes have also played a part. When I moved to Edinburgh in the 1970s there were neighbourhoods packed with small greengrocers’, haberdashers’, butchers’, fishmongers’ and other specialist shops, often family businesses. In addition there was a trend for banks, building societies, solicitors and estate agents to open branches in outlying areas of cities. So small units in areas well away from city centres were much in demand.


Things are very different now. The advent of shopping centres and the rationalisation which has taken place in the financial and business sectors have led to the closure of many of these units. As a result many small and medium sized shops have been coming onto the market in recent times. Such areas are often particularly good for the small independent since they may not be capable of producing the level of turnover required by larger operations which by their nature are less flexible and adaptable.


These patterns have been repeated to a greater or lesser extent throughout Britain. Accordingly there is now greater scope for acquiring all sorts of properties at many price levels in a wide variety of locations. Despite this, the prime sites will always attract a lot of competition.




Setting up in business is never an easy option, but the demand is there – and there are properties available from which to trade. First though you have to ask yourself some pretty tough questions and carry out a fair bit of research. This is essential to discover if it’s for you and you’re for it – and if it’s a viable proposition in your neck of the woods.






2. Assessing your suitability



Are you physically fit?


Running a sandwich-coffee bar hands-on involves a great deal of physical activity requiring a lot of energy. You will be on your feet most of the day. For this reason good posture is very important if you are to avoid back pain. By the end of the week you may well have collected the odd cut or bruise.


Imagine the scene:


You arrive at the shop at 7.30 am. You’re hoping that the rolls and bread have been delivered and that the lettuce, tomatoes and cucumbers have arrived. (If not there’ll be urgent phone calls to the offending supplier.) You put the different breads in their baskets and start washing and slicing the vegetables. Sandwich ingredients stored in the fridge or the bottom of the serve-over unit have to be brought out and put attractively on display.


For the first part of the day you’re getting ready for lunchtime:


♦ mixing mayonnaises (add a few fresh herbs to good quality mayonnaise to create some really special accompaniments for meats and other ingredients)


♦ preparing some of your own ingredients e.g. salsa and coleslaw (so simple and so much nicer than the processed stuff)


♦ preparing and packaging sandwiches for the shelf


♦ receiving supplies, putting them away in cupboards


♦ paying the window cleaner


♦ running to the bank for change


♦ serving some customers


♦ making sure the soup is heating up gradually, ready for lunchtime – don’t forget to stir it or it will stick to the bottom of the soup kettle!


At lunchtime you will, you hope, be under serious pressure as the crowds arrive. The work is relentless and the noise of people talking all at once around you can be overwhelming. And what about your own lunch break? Well the staff have to have theirs so basically you just fit yours in if and when time allows. After the lunchtime rush you then have to concentrate on:


♦ the clearing up, the clearing up and the clearing up


♦ the telephone ordering (if you’re lucky you can sit down to do this)


♦ serving a steady trickle of customers (and don’t complain that they’re keeping you off your work – they’re the reason you’re there!)


♦ remaining reasonably polite while yet another eager salesman comes in to explain to you why his cakes are better than the ones you’re currently selling


♦ dealing with numerous points about the shop raised by an EHO (environmental health officer) during an unannounced (naturally) visit. This thankfully is exceptional.


♦ re-stocking the drinks shelves


♦ wiping the tables, cleaning the sides and spraying them with anti-bacterial fluid


♦ finally, sweeping and cleaning the floor and organising the rubbish so that you’re ready to do it all over again tomorrow.


On your morning off you can go to the cash and carry to stock up on fizzy drinks, boxes of chocolate bars, crisps and so on. And what about the book-keeping – evenings or weekends perhaps?


Be honest, could you take it?




You need to be physically fit because you will spend a lot of time on your feet, working under pressure much of the time.





Do you like people?


In the course of a day you will come into contact with a great many people, some of whom you know and like, others you’ve never met before and a few who might be obnoxious. In all cases it is essential for you to smile and be pleasant and make time for some small talk.


Will you be able to cope diplomatically with someone who wants to give you chapter and verse about what they did at the weekend, when over their shoulder you can see a large queue of impatient people, short of time and food, building up?


It’s true with most jobs, but especially when dealing directly with the public, that you must leave your troubles at the door when you come in. After all, you do want customers to come back. Sudden outbreaks of moodiness create a bad atmosphere and if repeated can undoubtedly be bad for business. This can be a major problem with a small minority of staff, an important point which I will deal with in Chapter Eight.




Being able to develop a quick and easy rapport with customers helps to make them feel welcome and comfortable – and more likely to come back in the future.





Can you cope with all eventualities?


One day you will have somebody explaining to you how to clean the condenser in the dairy unit; the next, a pest control expert lecturing you on the private lives of mice and the one after that a salesman wearing the kind of back-of-the-throat-catching after-shave (now banned in some Californian restaurants), using his powers of persuasion to get you to switch your mayonnaise order to his company. At times you will pine for a job like theirs which simply requires you to be knowledgeable in one particular area.


The buck stops with you. If a member of staff phones in sick you will have to accept that your plan to do a bit of book-keeping is doomed and head for the shop right away.




It’s your show. If somebody calls in sick or – worse still doesn’t turn up, you’ll have to sort it out – and if necessary step into the breach yourself.





Are you happy to spend lots of time thinking about money?


Whether it’s BP, Marks and Spencer or your small business, money is what it’s really all about. You might love what you’re doing but if it’s not making a reasonable profit there really isn’t any point in doing it. To be honest you’ll know pretty quickly if the venture is going to be financially viable. Assuming it is you will still have to monitor the finances closely on a daily basis and learn how to make money and not waste it. Take one small example:


Are you going to have your windows professionally cleaned on a regular basis? Or are you or one of your staff going to do it? Before you answer, bear in mind that a window cleaning bill of say, £5 a week, over the course of a year amounts to £260. That’s a lot of sandwiches and cups of coffee. And don’t forget that everybody else from the butcher to the taxman gets their money come what may, so any new spending decisions affect the bit at the end that comes to you.


On the other hand you would have to invest in some materials; and of course it may not present a very good image to the outside world to see the boss up a ladder with a squeegee (though some people might admire the dedication). You might also find that some employees would baulk at doing this.


It may seem a minor point but, as you can see, every decision has to be thought through and money will invariably be the top priority.




For what it’s worth I think you should have your windows professionally cleaned. It’s tax deductible, the window cleaner will do it better than you (in all weathers) and who knows, he might just become a customer....





Are you genuinely interested in food?


Are you enthusiastic about food or is eating just another bodily function?


♦   Do you know when an avocado is just right for use in a sandwich?


♦   It is possible to make good sandwiches with tinned tuna. But how would you rate tinned salmon?


♦   When you’re asked if the prawns defrosted yesterday are still OK, will you be able to give a quick response with confidence at half past eight in the morning?


♦   Which kind of apple will the customer be more impressed by, Golden Delicious or Braeburn?


The fact is that a lot of the food you get in the better sandwich bars nowadays is on a par with reasonably good restaurant food – and to be able to compete you need to have a passion for food, as well as a good working knowledge of it.


It is possible for competent people to run some reasonably successful businesses even though the principal product holds no particular interest for them. I had an uncle who ran a successful operation selling fireplaces in much this way. But honestly, food is different. Whilst facts about the correct installation of marble fireplaces can be learned, dealing with food involves skills of creativity, taste and judgement which are more personal and instinctive. In the food business nowadays you have to be open to new flavours (guava, ostrich) and new combinations of old ones (sardines with tarragon).




You have to be interested in food because many of your customers will be.





You only have to look at the industry which has built up around TV cookery programmes to know how much the public’s interest has grown. The market is undoubtedly there and is increasing, but it’s a demanding one. You will need to provide a service that is just that bit different to attract people’s attention and persuade some of them to become regular customers. Without a feel for food and its possibilities this will be much more difficult. If you have any kind of catering qualification all to the good, but it is not essential.


Can you handle wasting perfectly good food?


Running a business challenges everyone in different ways. In my own case I thought it might be getting up early in the morning or possibly having to deal with staff problems. True, there have been times when these things have been challenging. However, the thing I find hardest to accept is throwing out perfectly good food.


There are, of course, strategies both for avoiding waste and for dealing with it when it does occur (see Chapter Five) – but sometimes there’s no way round it. When this happens you just have to accept it and see it as one more aspect of running a business. You must at all costs avoid the temptation to find ways of disguising ageing food and offloading it onto an unsuspecting public. They’re no more stupid than you are.




Selling perishable goods is not an exact science – you have to be able to live with some degree of waste.






3. Doing your research



There is a lot of work to do before you sell your first sandwich. Up to this point in your life you have no doubt patronised numerous sandwich bars, cafés and similar outlets. But then it was different. Your interest was that of a customer not the potential proud proprietor of such an establishment. You must now put lots of sandwich bars and the things they sell under the microscope in order to help you formulate your own plan. You should:


1. Test drive lots of sandwich-coffee bars


Buy sandwiches, toasted sandwiches, tortilla wraps, microwave snacks, cakes and so on from a variety of outlets. Take them home, take them apart, see what’s in them, think about portion size, eat them, assess the flavour quality, check the packaging and labelling for practicality and user friendliness and generally assess them to see in what ways and to what extent they would fit in with your embryonic scheme of things.


Make notes. You should quickly build up a list of things to avoid. Also try to collect as many menus as possible and go through them with a fine toothcomb for ideas.


Contact International Sandwich and Snack News (formerly known as Sandwich and Snack News), a very informative trade magazine which encourages you to ‘Stay in touch with your market through your industry magazine.’ Ask them to send you out a free sample copy and pick up ideas from them. If you’re convinced it’s for you, become a subscriber. The annual fee is currently £55 and the magazine is published six times a year. The magazine upholds the aims and objectives of the British Sandwich Association which essentially amount to promoting good standards, better knowledge and bigger sales of sandwiches. Subscribers have access to a Free Advice Line run by the British Sandwich Association. They also receive other magazines about coffee and cafe culture as well as the European scene. The contact address for The British Sandwich Association is Association House, 18c Moor Street, Chepstow NP16 5DB. Tel 01291 636333. www.sandwich.org.uk


2. Be aware of prices


One of the most important features of running a successful operation is getting the pricing right. It is also one of the most difficult, especially when you’re starting up and might not feel confident about accurately valuing what you provide. It’s impossible to recommend specific amounts to be charged for particular types of sandwich; there are far too many regional variations and, of course, prices never stay still.




It’s a balance between what the customer is prepared to pay and what will deliver you a reasonable profit margin. You might come up with the best sandwich of all time but if you have to sell it for £10.00 to make a profit people won’t buy it.





This is an ongoing task since naturally the cost of supplies goes up from time to time and you will probably have to impose a rise in the price of your core products once a year at least.


Don’t forget also the ancillary things like bars of chocolate and cans of juice – you really don’t want to find out that a can of Coke is 5p cheaper in your place than everybody else’s. Or 5p more expensive. People will be prepared to pay more for the things which are uniquely yours like sandwiches if they feel the quality justifies it, but they will feel hard done by if the privilege of eating your wonderful sandwiches also means they have to pay more for cans of juice than they used to pay in the place next door.


Thanks to the internet it is possible to visit a variety of price comparison sites to obtain a picture of what people are paying to suppliers and what different sandwich-coffee bars – many of which have websites – are charging their customers.


This kind of information can be useful as a general guide when you’re starting out. It can also be helpful when you are working out figures for your business plan. However, as you become established it’s more relevant to be aware of the prices being charged by places in your immediate vicinity. As you become known in the area this can become awkward – you don’t want to go into your competitor’s place and ask them what they charge for a chocolate bar! Don’t be afraid to ask friends or new employees to spy on your behalf. Do remember though to compare like with like. A grocer’s shop will probably charge less for a can of juice than you; the kiosk at the cinema a great deal more.


3. Visit as many sandwich-coffee bars as possible


Sit in and take ages over a cappuccino and cake. Go back for seconds. Watch the staff (discreetly of course). Are they smartly dressed and groomed? If they have some kind of corporate image are you impressed by it or do you think those baseball caps look just a touch tacky? Do they seem more interested in talking to each other about what they did last night than being alert and responsive to customers’ needs?


Watch the boss. Is he or she enjoying their work or does he look furtive, harassed and exhausted? Does it all seem like a happy ship? Why? Why not? Is the place clean? When the staff prepare food are you reassured that they are observing good hygiene standards? Does there appear to be a sensible layout to the shop?


What about the customers – do they look content or are they a bit disgruntled? If it’s lunchtime it may well be busy but is there a reasonably efficient system for dealing with the demand? In general, what is the atmosphere in the shop like? Do you feel comfortable? Do you like the music? Is it too loud? What about the decor? Are there any strong aromas – pleasant and/or unpleasant?




These and many more questions must be asked to provide you with the kind of information you need in coming to decisions about starting up your own operation. As you carry out your detective work you should be asking yourself two main questions:
♦ Would I like to be responsible for running an operation like this?
♦ What changes would I make in order to provide a better service and create my own distinctive style?


As you deal with these questions a picture should be growing in your mind of the kind of operation you would like to have.





Draw diagrams of imaginary shops, make lists of the types of equipment you will need, think of colour schemes, seating arrangements and so on. Although you will be concentrating on the major issues such as the quality of the food and drink, it is also a good idea even at this stage to be thinking about some finishing touches which would make your place that little bit different – always try to stand out from the crowd. It might be some pictures, or an exterior sign. Don’t just copy other sandwich-coffee bars and cafés but rather do a bit of lateral thinking with your own fertile imagination.


Visits other towns and cities to see what other people are doing. Even if you pick up one solid idea from such an outing then the trip will have been well worth it. Go to London. Many new trends start there. Just walk about and try to experience as many places as possible. Be ruthless. Look at a place from the outside and if it’s clear it’s not your sort of operation give it a miss and go on to one of the many that will be more relevant to you. If you don’t do this you’ll just get bogged down.


Although you may well wish to start up a small independent operation, do go and have a look at the big chains as well. They didn’t get where they are now without a lot of good, well thought out and practical ideas.


Finally, make use of the internet. Put words such as ‘sandwich’, ‘coffee’, ‘soup’, ‘take-away’ or ‘café’ into a search engine and see what wild and wacky things you come up with from around the world.



4. The legal structure of the business



Sole trader


If you’re unattached, becoming a sole trader is the obvious answer when you’re setting up a new small business. It’s straightforward from a legal, tax and accounting point of view. It also means you’re answerable to no-one. What you earn is yours – after everyone from HMRC to the window cleaner has been paid, of course. Policy and strategy meetings are a breeze!


If you trade under a name other than your own you are required to display your name and address at your premises and on stationery.




Being a sole trader is the sensible non-bureaucratic choice for many single people in business for the first time.





Partnership


If you are married or in a relationship then you could still operate as a sole trader if your other half isn’t going to be involved in the new venture. However, forming a legal business partnership to underpin your new business is an attractive option from a variety of angles and is something which many couples do. The degree of involvement of a partner can be very small. It could be the odd bit of book-keeping or an occasional trip to the cash and carry. Equally it could be full 50% participation in all aspects of the business. Your accountant will prepare accounts which split profits in the most financially advantageous way.


♦   It is no bar to being a partner that somebody is in full- or part-time employment elsewhere.


♦   It is normal and desirable to have a written partnership agreement which your solicitor can prepare. Though not a legal requirement your bank may well insist on it.


♦   There can of course be tax advantages to a couple entering into partnership. For instance, when the income of the business is attributable to an individual it might attract tax at the top rate whereas it may well not if split between two partners.


♦   On a more general note it seems appropriate that two people involved in a venture should each have a financial stake in it. Hopefully it will become a progressively more valuable asset as the years go by.


♦   In the event of divorce each partner’s share of the business will be simpler to assess.


♦   By setting up a partnership you are creating a legal entity which your children can join in the future if you and they wish.




It sounds rosy but don’t forget that partners take on all the responsibilities of the business and have to bear losses as well as share in profits. There is also ‘joint and several liability’ for the financial obligations of the business. This means that a creditor is entitled to seek recovery of the whole of a debt from one partner. Put another way, if you are in a three-person partnership and your partners disappear you will be legally responsible for all the debts of the business partnership. You will have the right to recover any money paid out beyond your share but this might not be worth much.





This liability is one reason why, if you ever consider bringing one of your children or anybody else into the partnership, that person should be given detailed financial information about the business to enable them to make a fully informed choice. There are some circumstances where a new partner could be responsible for pre-existing debts. Prospective new partners should be told to obtain independent legal advice (yes, even your children) before being expected to make any kind of commitment.


The names of the current partners together with an address where documents can be served should be displayed on your headed paper or at your business premises.




Being in partnership has a variety of advantages for people who go into business together. It’s particularly flexible for couples, but it can be quite onerous too.





Limited company


Experience and professional advice have led me to the view that it is not a good idea for someone starting out in business to do so by means of forming a limited company. For a start, it involves more bureaucracy than being a sole trader or being in partnership.


For instance, you have to prepare annual accounts and annual returns which must be lodged with your local Companies House. Failure to lodge accounts on time can constitute a breach of the criminal law. Do you really need this extra pressure at a time when you will have so much else on your mind?


There are certain benefits which do accrue to company directors – company cars for example – but these have come under close scrutiny by the Chancellor in recent years. It is true that there is limited liability in the event of business failure. However when setting up the finances for your new venture your bank will protect their loan to you by taking a legal charge (in Scotland a standard security) over the business premises or your house or by means of a personal guarantee. There’s no escaping them!


Incorporation is best considered later on, if your operation expands considerably. This is the stage when the benefits such as more advantageous tax rates are greater.


Setting up a limited company is a specialised area for which good professional advice is essential.


One other point to bear in mind: it is apparently quite a simple legal matter to go from being a sole trader or a partnership to being a limited company – but more complicated the other way round.




Taking on the responsibilities of a limited company is something to consider later on, when your business is expanding and the experts tell you that incorporation would be advantageous.





A further legal entity is the limited liability partnership. This may be of interest to the small businessperson as being a cross between a partnership and a company. The limited liability partnership is itself liable for the debts run up by the business as opposed the individual members. However, as with a limited company, formal registration and the lodging of annual accounts will be necessary, so for the new business sole trader or partnership is probably still best.


Franchising


In simple terms becoming a franchisee involves paying somebody else for the right to use their concept. The advantages are fairly obvious:


♦   You will enjoy the immediate commercial benefits of trading under a well known, tried and tested brand.


♦   You will receive (certainly in the case of the bigger internationally known brand names) professional advice and support from an experienced management team for setting up and running the operation.
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