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Part One


Starting and Running Your Business




1


Where do I start?
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In this chapter you will learn:


•  How to be honest with yourself


•  What you need to prepare in order to be a success


•  How to write a simple, realistic plan


•  How to work out the materials that you need


•  How to get it all under way
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It’s a daunting prospect, isn’t it? An empty desk, no customers, no confirmed money coming in, and no one to gossip with. Welcome to running your own business. Every issue is now yours to wrestle with, and yours alone. But then so is all the satisfaction when things go well, whether that is mental or financial. So let’s dive straight in and work out how you are going to turn what many would regard as an ordeal into a fantastic success.


Assume that you have something to offer


Let’s start by assuming that there is a market for your talents, otherwise you wouldn’t have got this far. We have to believe that this is true otherwise you probably wouldn’t be reading this book. By now you will have established the basics in your mind. Your thought pattern will have been something along the lines of:


•  I am good at what I do.


•  There is a market for my product/service (whether this is actually true and how you set about proving it to yourself will come later).


•  I can do it better on my own than in my current set-up.


•  I have a way of doing it that people will like.


•  What I put in and what I get out will be a better balanced equation than my current state of affairs.


That should just about cover it. Thousands of people go through this basic thought process at some point in their working lives – sometimes on many occasions. However, even if you have been able to tick all the boxes so far, the issue that you have to grapple with next is far more fundamental:


‘If I ran my own business, I’m not sure if I could live with myself.’


What do people mean when they say this? Well, first, there are important issues with regard to exactly where you are going to do your work. What are your domestic arrangements? Could they possibly accommodate you achieving everything that you need to without disrupting all the other aspects of your life?


Second, there is your frame of mind: are you cut out to operate outside of a conventional work environment? Could you cope without the interaction? Could you motivate yourself when no one is there to give you a kick-start?


Evidence suggests that the majority of people are very capable of working on their own. They simply need a little guidance and encouragement to point them in the right direction. If you don’t make the leap, you’ll never know, so let’s make a start.


It is essential that you feel good about yourself. You must genuinely believe that you can offer something of value to others, otherwise you would not have taken the plunge to set up on your own, or even be toying with the idea. Make this vital assumption and start from there. Don’t be apologetic about your skills, either to yourself or to a potential customer. State them clearly, get used to saying them out loud, and become comfortable with explaining them to others. Without being arrogant, everyone who works on their own has to have a certain level of self-confidence. You no longer have colleagues to witness your performance and help you with encouraging observations. You rarely get debriefed objectively on how something has gone. Consequently, you have to be very adept at self-assessment. Now all the motivation has to come from within.


Be honest with yourself


Do remember, however, that confidence can be misplaced. In fact, over-confidence could beguile you into believing that you have a viable idea or a pleasant way of doing things when you don’t. Confront your own hubris and work it out privately before it trips you up.


You work for yourself now, so you don’t have to pretend about anything. In truth, you mustn’t ever stray into the realms of fantasy because you would only be fooling yourself if you did. From now on it is your job to be sensible and realistic. Do not exaggerate your potential or delude yourself that you can do all sorts of things that you cannot. Equally, do not be sheepish about your skills. You will need to get used to showing a fascinating blend of confidence and humility. It is perfectly fine to have a different external persona, but make sure that you are honest with yourself and that you know your true self.


Consider your position with extreme care and as much objectivity as you can muster.


Ask yourself:


•  What are you good at?


•  How much is that worth to someone else?


•  How much will someone pay for what you have to offer?


•  Is that enough for you to live on, or to satisfy your ambitions?


Get a piece of paper. Write down what you want to do in your business. Consider it for a while, and then decide whether anyone else would agree with you. This is the beginning of establishing whether there is indeed a market for what you do. Go for a walk. When you return, look at your piece of paper again. Is it any good? Is it nonsense? If so, write a new one. Stick it on the wall and live with it for a few days. Does it still make sense? Is it rubbish? Does everyone else claim the same thing? What’s so different about the way that you would run your business?


These early enquiries are really important. They are the starting point of you being able to have a board meeting with yourself. A degree of schizophrenia here is essential. One half of your mind needs to be capable of putting forward an idea, and the other half needs to be smart enough to confirm or reject it without upsetting yourself in the process. That’s no easy matter. So practise debating things on your own, weighing up the pros and cons, reaching a sensible conclusion, deciding what to do next, and remaining calm and objective throughout the whole process.
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Remember this: Personal honesty








People do talk a lot of nonsense these days, particularly in business. Do not let this be you. Woolly thinking will give you and your business a false start, and self-deception at this stage will lead to trouble later.
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Research your market thoroughly


If you think you have an excellent idea, the first essential thing to do is to research your market thoroughly. Actually it isn’t simply one thing to do – it’s a lot of things. Try asking yourself these sorts of questions:


•  What demand is there for what you provide?


•  If you are producing a product, who wants to buy it?


•  If you are providing a service, who needs it?


•  Who else in the area does this already? (This could be geographical or sector-based.)


•  Are they a success? If so, why?


•  Are they a failure? If so, what does that tell you?


•  What price can you put on your product or service?


•  Does that represent a going concern or will you be hard-pushed to make a living?


•  What outside factors are you subject to?


•  Can you influence these factors or are you totally at their mercy?


•  If you have no control over them, does that make the whole venture too vulnerable?


•  If you were someone else, would you honestly embark on this venture?


•  Why?


The questions are endless, but one of the best pieces of advice here is to be like an inquisitive child and always ask ‘Why?’ three times in relation to every question. Or, if you are inclined to overstate the potential of everything because you are so enthusiastic about it, ask someone else to ask you ‘Why?’ in relation to all your assertions about how this venture is definitely going to be a roaring success from day one. There is absolutely nothing wrong with oodles of enthusiasm at this stage. Actually, it is an essential prerequisite if you are to be a solo success, but the business won’t succeed on enthusiasm alone if it is not tempered with some good old-fashioned realism. If you are a hopeless dreamer, get the reality mongers in to check if you are heading off on a wild goose chase that could end in disaster. This will soon establish whether or not you are deluding yourself.


With the advent of seemingly endless online data sources, a huge amount can be gleaned from just sitting at your desk and letting the information pour in to your desktop. In one respect this is fine, and it is a good place to start. However, do make sure that you get out and about and talk to people. There is no substitute for talking to prospective customers, wandering about a locality, and getting a human feel for things. Strike a balance between the two.


Work out how much money you need


This sounds obvious, but it is amazing how many people don’t really cover the groundwork in this area. What is required here is not a forest of spreadsheets – just a really clear impression of how your business will work financially. Put simply, there are three types of money that you will need:


  1  Investment at the start


  2  Monthly cash flow


  3  The profit (monthly or annual)


It is extraordinary how many businesses mess all this up. Here is the layperson’s guide to the three types.


INITIAL INVESTMENT


Let’s look at the investment needed at the start.


•  Do you need to put in any money at all at the beginning? Pause on this one for a moment. If the answer is no, then don’t do it.


•  If you do need to borrow from some other source, what demands will the lenders make on getting it back? Banks want interest. Investors want cash back. They don’t lend money out of kindness. It is so easy to be seduced by the sort of macho talk that goes with establishing a business. You know the sort of stuff: ‘We’ve got some seed corn investment from a consortium of city backers’; ‘The Venture Capital guys are really interested in the idea’. This may make you feel very important, but these people want their money back, and some. And they may want to be involved in the way you run the business. Therefore, if you can do it without them, then do.


•  If you do have to put money in yourself, when are you going to get it back? Don’t delude yourself by excluding this amount from your assessment of whether the business is going to be a success.


Many self-employed people say that their business is ‘successful’ whilst simultaneously failing to remind themselves that ‘the business’ owes them thousands. This may be acceptable in the early stages, but not if there is no likelihood of you being repaid in the foreseeable future.


MONTHLY CASH FLOW


This is the amount of income you need each month. Write down what you need. Now write down what you think you can get. Then build in time delays for late payment in the early days. This becomes your first cash-flow projection.


This projection has to be very, very realistic. You must have a reasonable level of confidence that it is achievable otherwise you will have a disaster on your hands almost immediately. You need to distinguish very carefully between income and profit. If you are ever tempted to start calling this income money ‘profit’, it has all gone wrong. That means it has gone wrong both on paper and in your head. To repeat, this is not profit – it is income. You can have an infinite amount of the stuff and yet still be making a whopping loss. Make sure that you make proper allowance for all the outgoings that may crop up, as well as an amount to pay yourself a salary to keep the wolf from the door.


Another massive pitfall is if you mentally earmark this money to ‘mortgage’ other costs. In the same way that shopaholics rationalize a purchase by saying ‘I didn’t spend £300 on that, so I can use it for something else’, you must never double-count your money.


Calculate how much you need to make each month. Once you write it down, it is more likely to happen. (This is a general principle that works for almost everything – if you write it down it is more likely to happen.) You can have a sensible minimum and maximum, but it is better if you have just one figure. Now you have to work out where it’s coming from. Write down a realistic list of the value of your income in the first three months. If this turns out to be nonsense, write a more realistic list next time. As you become better at predicting, you will naturally build in time lags to reflect slow decision making and slow payment (see Chapter 6, ‘Understanding time’).


THE PROFIT (MONTHLY OR ANNUAL)


The final thing to consider is the profit margin. Ask yourself:


•  How much is the profit?


•  Does it vary depending on what you have sold?


•  Does it vary by month or season?


•  Does it fluctuate wildly?


•  Why?


•  What would make it more consistent?


•  What would make it higher?


•  What are the tolerance levels?


•  What is the average target?


•  Is that realistic?


•  Is it good enough for you?


You need to keep a regular and close eye on this. You also need to have decided whether you need the profit margin monthly, annually or over any other time period.


•  If you need the profit margin monthly, does this mean that your business plan does not include an amount for your own salary?


•  If so, is that wise or realistic?


•  If you can take the profit annually, how are you keeping tabs on the surplus that is (hopefully) building up?


•  Can you equate it back to the running monthly amount?


Be aware that if you manage to convince yourself that you can wait quite a long time to realize a certain margin (a year or more), then you may well have a vulnerable business on your hands. Successful businesses make a good margin with almost everything they do, effectively from day one. Consider this carefully. There is no point in driving yourself into the ground all year only to make a few per cent, unless you are extremely happy with the figure that it generates.


The overall rule is to keep all this incredibly simple. The moment you overcomplicate the finances you will lose the plot and probably start talking nonsense about the business which, as we are beginning to realize, is one of the worst enemies of anyone working on their own. For another perspective on this whole area, have a look at one of my other books, Start, which includes a one-page business plan.
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Try it now: How much money?








When looking at your start-up costs, don’t take the view that you’ll see how it goes. Work out what you need and make sure you can afford it. It’s no good running out of money before you reap the benefit.
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Write a simple, realistic plan


Quite a few diligent sole traders write endless business plans before they start, and there is nothing fundamentally wrong with that. However, a lot of them get so involved in the spreadsheets and the financial projections that they lose sight of the basics. The best business plans can often be written on the back of an envelope, usually in your local café or bar. Try this simple process:


•  Write J F M A M J J A S O N D along the top of the page to represent the 12 months of the year.


•  Now cross out at least one or two of them because you will be taking some holiday, and in the first year the whole thing will probably grind to a halt when you are not around.


•  Now write a figure under each month to determine your income.


•  Put the likely costs under each.


•  Subtract one from the other and see what you have left.


•  If you want to be particularly cautious, try crossing out the first three months’ income because businesses always take longer to get off the ground than you think.


•  Come back to your plan and ask yourself again: ‘Is this realistic?’


This exercise will tell you something more fundamental than a meeting with the bank or your accountant. It will be a big surprise if you are happy with it first time. In truth, if you are, you should be a little suspicious. Live with it for a while. Try again. Make refinements (not on a spreadsheet, just in pen on another envelope). The great joy with this is that, by keeping it simple, you are now able to explain your business plan to anyone who will listen – and that includes you. Consequently, you are less likely to drift away from your main purpose as the months and years pass by. In some business circles, they call this ‘focus’. You should call it ‘knowing what I am doing’.


A simple plan
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Now, assuming that you have concluded that you do indeed have a going concern, there are some things that you will need to get under way.
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Try it now: A simple plan








Write down on one sheet what you want to earn, how many sales at what price will be needed to achieve it, deduct all costs, and see if the plan works. Don’t paralyse your launch by constantly reworking the figures.
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Invest in a distinctive identity


You need to look good. Your company, shop or service needs a memorable name, a good logo, high-quality headed paper, good quality signage, and business cards that invoke a reaction. The name may well be your own if you are known in your field. If not, choose something distinctive. Avoid bland sets of initials that no one can remember (such as BLTWP), or hugely cumbersome stacks of names like Jones, Duncan, Taylor, Hatstand European Consolidated & Partners. They are not memorable and they imply a lack of clarity on your part.


Every detail counts. Don’t skimp on quality of paper or thickness of business cards. Thin business cards are as weak as a limp handshake. Don’t have them printed at a booth in a railway station! Check the spelling and punctuation really carefully on everything you produce. These days, the world appears to be one large typographical error. Don’t be part of it.


What many business people don’t seem to realize is that, if there are mistakes in the way that you market your own business, many potential customers will conclude that they should not bother to do business with you. They will automatically assume that what you offer will be as shoddy as your marketing materials, and, of course, they may be right. This is not an image you want to convey.


When you are describing your business, don’t tell people that you haven’t really made your mind up about what you want to do, or that you are ‘just giving it a go to see what happens’.


If you are indecisive about your own concern, you may well unwittingly give the impression that you will be indecisive or unreliable when dealing with your customers. And why would anyone want to do business with someone who has already said that they might not be around for very long? Customers are much more likely to be loyal to businesses that are reliable and consistent in their own right.


Get connected


Computers are an essential element of almost every business. They are not there to ruin your life, but to make it easier. If the nature of your business is particularly artistic, or if you simply don’t like computers, then you may find the whole area quite daunting. But it is essential that you get your act together at the outset otherwise you will have real problems later.


You will certainly need a computer that is dedicated solely to your business. If you mix it with your social stuff then something will go pop very quickly. I have heard of people’s kids erasing business databases inadvertently. You may well want a hand-held personal organizer to complement your mobile phone, or a combined device. Approach this cautiously though. If you are receiving messages throughout the evening and cannot resist looking at them, then your relationship with your partner will suffer horribly. For a full appraisal of these dangers and how to cope with them, read another of my books, Tick Achieve.


You really only need ‘enough’ technology to be efficient and professional. Carry the personal organizer at all times during the working day so that you can give instant responses about your availability. Don’t say: ‘I’ll get back to you.’ Tell them immediately when you can meet or complete some work, and agree it on the spot. This is an essential self-employed version of the ‘Think Do’ management principle in which you must do something the moment you think of it. The last thing you need when you run your own business is a list of people to get back to. Do it now. It saves doing everything twice, and it makes you seem really on the ball.


Put all your information on your personal organizer and computer, and back them up regularly on disk to avoid calamity (put these back-up reminders in your diary now). Think carefully about what you want your computer to do for your business, and choose your system accordingly.


•  What information might you want to retrieve at some point in the future?


•  What might your customers want to know?


•  What might you want to know?


•  What about your accountant or the dreaded tax inspector?


•  What is the best way of cataloguing your records?


•  What is the simplest way of doing all this?


Do not design your system around what the technology can do. Instead, decide what you want, and design something around those needs. Some careful thought at this stage could save you hours of heartache in the future.


Appoint a good accountant


There are whole books on this one subject, but let’s stick to the basics. You really do need to know how to arrange all your financial affairs from the beginning. You won’t want to discover at the end of the year that you have been recording information in the wrong way and that you now have to reorganize everything. Decide what you need, and organize all your money matters in the easiest possible way. Meeting your accountant once a year should be sufficient, with a few telephone calls every now and then to clarify any details. Keep it simple and think ahead. If you have money problems looming, address them early. Never succumb to the terrible practice of shoving bills in a problem drawer and ignoring them for months – you will create mounting debt and establish a reputation for not paying your suppliers. This is the slippery slope to bankruptcy.


Depending on the nature of your business, here are some of the gritty financial issues that must be addressed right at the beginning.


•  Will you be a sole trader or will you register as a company at Companies House?


•  Do you need separate bank accounts?


•  If so, how many?


•  How will your tax affairs be arranged?


•  What type of National Insurance will you have to pay?


•  Which elements of the business need to be kept financially separate?


•  Do you need to rearrange parts of your current personal money habits to adjust to the new set-up?


•  Do you need to register for VAT (value added tax)?


•  What is the optimum system for paying the lowest amount of tax?


These fundamental questions need to be answered straightaway. Lots of people who work for themselves have started their first year without paying enough attention to these financial basics. At the end of their first trading year, they are then confronted by a nightmare of interrelated money matters that either cannot be undone, or cost a lot to disentangle. It is worth putting the work in now to avoid disappointment and unnecessary work in a year’s time. There are many books on how to approach the technical detail, but the best thing to do is to have a frank meeting with the people who know about these things and then do exactly what they recommend before you start to generate any income.


Work out the materials you need


You need to work out precisely what materials you need to run your business. This sounds rather basic but you would be surprised by the number of people who drift into their new solo life without really knuckling down to resolve such basic questions as:


•  If you are running a retail outlet, what stock do you need?


•  How much investment does that involve?


•  How quickly can you re-order?


•  Do you know where from?


•  Do you have the contacts?


•  Where will stock be stored?


•  Is it safe and secure?


•  Is it insured?


•  What system will you have for knowing when you are running out of stock?


•  Are there legal requirements that you need to take into account?


If you are selling a service, at a minimum you will need a clear description of what you are offering cogently written down. This might be a brochure, your CV, a client list, some examples of your skills, and a list of things that could be of interest to a potential customer. You will certainly need terms of business. Most businesses start without these, and only draw some up after their first debt. The smart person has them from the beginning to set a precedent and to head off financial problems from the off.


We will look at some of the most important general business tools in Chapter 3 (‘Getting the money right’), but there may be some specific to your line of work that you can work out for yourself. Here is a basic checklist:


•  Description of your business


•  Your CV


•  Your clients


•  Examples of what you offer


•  Examples of what you have done for others


•  Prices


•  Terms of business.


Whatever they are, get them organized now.


Network constantly without being irritating


What’s the difference between networking and marketing? Not that much. As a start-up business, you are unlikely to have the funds to pay for an advertising campaign or other publicity. The main burden of letting people know that you are open for business falls on you. Thus, you need to overcome any shyness or reservations you may have about marketing your business.


Have business cards on you all the time, including during social time. This is where you will pick up lots of your work. Once you start chatting, most people are interested in what you do. Without forcing your product or service on them, you can always seem professional by letting them know what you offer and having your contact details to hand. There is a huge difference between basic marketing and being irritating. Calm, professional marketers state what they do in a clear, charming way. If the reaction of the other person is reasonably positive, they might hand over a card. It’s amazing how, months later, the phone can ring and a potential new customer says ‘I met you once and now I have a need for what you do …’


This is a vital hurdle to overcome, particularly if you have a shy or reticent nature. Who do you think will be the better client? The one you cold-called and had a rather earnest meeting with? Or the one you met socially who decides to give you business in their own time? Speculative business meetings are no more scientific than interviews. They are based mainly on intuition. Yet if you already know you can get on with someone socially, or that they have a little insight into your private life, the chemistry part of the equation is already in place.

OEBPS/images/common3.jpg





OEBPS/images/line.jpg





OEBPS/images/common10.jpg






OEBPS/images/cover.jpg
é-

e w |
Hovxuo RUN
" AND GROW
YOUR OWN

 BUSINESS

L

é 4 2@ ays to manage/

A ‘your bus |nes !
£ " brilliantly

KEVIN DUNCAN






OEBPS/images/P003-001.jpg
Teach
Yourself





OEBPS/images/line2.jpg





OEBPS/images/p13-01.jpg
X Launch date

X Hols X Hols
Income 4 4 4 4 0 4 4 4 0
Costs 2 2 2 2 2 2 2 2 2
Profit 2 2 2 2 2 2 2 2

First year profit: 10

Pessimistic profit assuming no income in first 3 months: 4






