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FOREWORD


  A stiff breeze of change is blowing through the retail trade and this is being reflected in a more positive attitude amongst go-ahead entrepreneurs planning to open a new shop. Make no mistake, running your own business is extremely hard work, often with gruellingly long hours, but the result can be a successful retail shop that is a joy to behold. If you have a good idea and you marry it to the right business plan, your business cannot but survive, grow and flourish.


  There is no doubt that a bleak economic outlook can affect the fortunes of any business. Nevertheless, you can often turn hard times to your advantage. Days of doom and gloom can be a positive spur for small businesses and offer up many new opportunities. For instance, you are more likely to react to changing market conditions by seeing gaps in the market one day and making profitable changes the next. Local shops play a vital role at the heart of communities across the nation, with research showing that the majority of consumers want access to a local shop within five minutes’ walk of their home.


  Define your business idea and take the steps laid out in this book to launch your new business – be inspirational, bold and single-minded. While every effort has been made to make this book as up to date as possible, things constantly change in the retail world. It is vital that you seek professional advice on all financial and legal issues. There are too many retail sectors to explore individually, but I have given explanatory insights into six diverse categories as typical examples. Remember, ideas that work for one shop may not necessarily work for another. At the end of the day, people love to shop and if you get the basic essentials right you will be well on your way to running a successful business.


  As retailing guru and Topshop owner Sir Philip Green said recently, ‘Retailers need to find a reason for customers to shop with you, be it service, price or style. Find a niche. Today, more than ever it’s about great merchandise. You can’t kid the consumer; you’ve got to deliver a great product.’
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  RETAILING IN THE UK


  Shopkeeping through the ages


  History tells us that Britain has always been regarded as a nation of shopkeepers. According to Europe 1450 to 1789: Encyclopedia of the Early Modern World,1 ‘[i]n the late 17th . . . century there were about 40,000 shopkeepers in England and Wales’. Today, this figure has risen close to a staggering 200,000. In the ancient world trade flourished simply because some folk had a surplus of one item and coveted other goods they did not have or could not produce. The Cretans and Phoenicians of the Mediterranean were among the earliest traders and they influenced other later and greater trading civilizations. The Romans followed, establishing a sophisticated form of retailing. Archaeological digs and ruins have indicated that, amazingly, the world’s first department store was in ancient Rome.


  After the fall of the Roman Empire, pedlars hawked their wares by carrying their stores on their backs. They travelled from village to village selling their goods but quite often passed off inferior goods to the gullible. The streets of London rang with the cries of women selling oysters, rabbits, gingerbread, apples, watercress and dozens of other offerings. In the 12th century, tradesmen and artisans organised themselves into guilds and opened small shops. Until then, permanent buildings were quite rare. By the 13th century, fairs and markets flourished. Many had a religious foundation where people gathered at their churches on feast days and exchanged goods.


  The origins of shopkeeping are lost in the mists of time. According to Dewald’s authoritative Encyclopedia, the first shopkeepers to sell from permanent structures competed with markets and fairs selling their merchandise from the windows of their workshops between market and fair days. Shops tended to cluster in particular neighbourhoods, leaving traces in the architecture and in such street names as Fish Lane, Baker Street and Tanners Alley.


  TRADING THEIR WARES


  The Encyclopedia notes that there was a growth in tension that stoked ‘conflict in [most] towns and cities in the Middle Ages, as well as in the early modern period . . .between shops and marketplaces on the one hand, and between specialised and non-specialised shops on the other . . . [They] offered a variety of goods to a variety of customers. Some sold necessities of limited value, catering to the needs of a poorer clientele. It is thought that the well-to-do of medieval cities visited local markets to purchase from foreign merchants, who could supply higher-quality goods in larger quantities over longer periods of time. Some shopkeepers, however, imported wares of various sorts: spices, wax, metalwares, [pottery] and silks. Their shops tended to be general stores that offered luxury commodities to wealthier patrons . . . [These shops were] more profitable than their common counterparts, trading in daily or popular items.’


  DEVELOPING ECONOMIES


  In the late 15th century and early 16th century, there was a move towards specialisation in certain forms of merchandise, but most of the early modern shopkeepers were happy to sell whatever they could. Dewald’s Encyclopedia points out that shops and shopkeeping expanded significantly during this period as economies developed with an increase in production, distribution and consumption of goods that led to the retail revolution of early modern Europe. It was not difficult to set up in business as a shopkeeper. Wholesalers were usually willing to supply credit and this brought about a multiplication in shops. By 1789, there were more than 141,000 retail outlets in Britain. All except 21,600 were established in London.


  AN EXPANDING MARKET


  Throughout the 1800s, and even up until a few decades ago, food shopping for many people in the UK was a daily chore involving trips to the butcher, the fishmonger, the baker and the grocer. In the 19th century, department stores developed. Shopkeepers diversified from their main trade into other areas, which they thought would prove to be profitable. At the end of the century, one street in London would consist of a confectioner, grocer, tobacconist, pub, dairyman, tripe seller and cheesemonger.


  For most of the 1800s and until the 1950s, shop assistants would serve individual customers directly. The idea of customers helping themselves was unheard of. The self-service approach where everything is on display for consumers to choose their own goods is relatively new to shopkeeping. Customers used to go in and ask to see a certain item and the assistant would get out examples from the wooden drawers and boxes behind the counter. Many ingredients, such as sugar, butter and flour, had to be weighed and bagged individually by the shop assistant before being sold to the customer. Butter was sent from the farms in barrels and whole cheeses came wrapped in muslin. Produce needed on a daily basis, such as bread, milk, fish, fruit and vegetables, was often delivered to customers’ homes by horse and cart, a boy on a bike, or by van.


  Until the early 19th century most people could not read so there was no point in displaying written notices over shops. Instead, metal or wood objects were hung above doorways indicating the type of merchandise sold in each particular store. Slowly, as literacy became more widespread, shops began to invest in written signs and advertisements were placed in newspapers, trade directories, and on bill boards. Logos appeared on shops and delivery vans, on carrier bags, leaflets and sale notices as part of the drive to create high profile businesses. Many merchants produced catalogues showing the range of goods they had to offer and over the years many different ways of advertising shops developed and spread.


  
THE RISE OF THE SUPERMARKET


  In the 1920s, chain stores began to spread across the UK. Once a shop proved successful, the owner would open another branch nearby. Growing success saw the opening of branches all over the country. The first supermarket opened in the United States in 1937, laying the foundations for a revolution in shopping. Customers entered the store through turnstiles and walked through a narrow maze of shelves containing groceries. They selected their goods as they continued through the maze to a cashier. Instantly, brands and packaging became important to companies and consumers. By 1956, there were 3,000 self-service stores in operation in the UK and as these shops grew in size they became known as supermarkets.


  For the modern supermarket customer the experience of shopping is not comparable with shopping in the past. Rather than shopping everyday from a selection of specialist shops, supermarket customers tend to visit the store, often by car, and stock up with a week’s worth of supplies in one go. Today, 75% of Britain’s total grocery market is controlled by its four largest supermarkets.


  SHOPPING IN THE FUTURE


  In years to come, visits to a supermarket may become a thing of the past. Today, there is the added advantage of food consumers being able to shop online in virtual stores and arrange delivery to their homes. However, interest in food miles, the growth of farmer’s markets and organic delivery schemes shows that some customers avoid buying food from supermarkets altogether.


  For many consumers, modern food retailing and particularly the supermarket is a sign of progress that saves consumers time and money and offers exceptional choice. For others, the supermarket groups are blamed for the disappearance of smaller grocery shops, the increase in the use of motor cars, and suggestions that unfair dealings often target farmers and food manufacturers.


  
    Definition of ‘retail’


    Middle English, from Anglo-Norman, variant of Old French; retaille, piece cut off, from retaillier, to cut.

  


  Today’s world


  One tenth of the UK population works in the retail sector in a range of diverse businesses, from large chains to small individual shops. According to the British Retail Consortium (BRC), 9% of all VAT-registered businesses in the UK are retailers, with the total number currently at 197,990. Retail is the largest sector employer in the UK with 3 million employees (11% of the total UK workforce). The sector’s sales are worth £278 billion, a third of consumer spending, generating almost 8% of the gross domestic product in the UK.


  Around half a million people take the plunge and start up their own business each year and there are more than 4.3 million small businesses in the UK. Of these, 2.72 million are sole proprietors. Small and medium-sized enterprises (SMEs) employ 12 million people, 58% of the private sector workforce, and turnover totals £1.2 billion, some 50% of the UK gross domestic product.


  The number of start-up businesses is increasing. There are always opportunities, even in more challenging times, and really there is no such thing as a good time or bad time to start a small business. If you consider certain basic factors and you follow good practice, any time can be the right time to start up. The golden rule of the right item, at the right time, in the right place, at the right price is the foundation of good retailing.


  
    Before starting up, some factors to consider include the following.


    


    
      	There is scope for niche enterprises, but you must meet and deliver what is needed.


      	Selling capability is a priority and knowing exactly how you are going to sell to your market is a must.


      	Research everything you need to know about the sector you’re entering, including your competitors, whether your prices are right, whether you’re compliant with all regulations, and have uncovered all the hidden costs involved in starting up.


      	You will need sufficient start-up and ongoing working capital in place to get you up and running and make sure the repayments don’t choke you within the first six months.


      	Run a market test to confirm that your target market is willing to pay for your intended product or service.


      	Focus on offering quality, both in goods and service.


      	Make sure you are good at and enjoy your chosen field so that you end up excelling at it.

    

  


  The UK is currently listed as the sixth easiest country in the world in which to do business. Yet many still complain that the volume of regulation is too high, too complex and presents too many conflicting demands. The Department for Business, Innovation and Skills (BIS, www.bis.gov.uk) broadly rates the following as obstacles to business success:


  


  
    	competition in the market 15%;


    	regulations 14%;


    	taxation, VAT, PAYE, National Insurance, business rates 12%;


    	the economy 10%;


    	cash flow 10%;


    	recruiting 6%;


    	shortage of skills generally 4%;


    	availability/cost of suitable premises 4%;


    	obtaining finance 3%;


    	no obstacles 2%;


    	shortage of managerial skills/expertise 1%.

  


  


  It is interesting to note that, contrary to what you might expect, raising the necessary cash is far from being the major obstacle you will face. That role is reserved for competition in the marketplace.


  The government launched the Enterprise Strategy in March 2008, with the aim of making the UK the most enterprising economy in the world and the best place to start and grow a business. It is designed to unlock the nation’s entrepreneurial talents, boost enterprise skills and knowledge, help new and existing businesses to get funding to start up and grow, and ease the burden of regulation – particularly on small firms which feel its impacts most. The strategy sets out five key enablers as listed below.


  


  
    	A culture of enterprise – where everyone with entrepreneurial talent is inspired and not afraid to take up the challenge of turning ideas into wealth.


    	Knowledge and skills – equipping employees and owners with the tools to unlock their entrepreneurial talent.


    	Access to finance – ensuring that entrepreneurs and small business owners have the knowledge, skills and opportunity to access the finance they need to make their enterprising ideas a reality.


    	Regulatory framework – keeping legislation to a minimum, reducing the burdens of regulation, inspection and enforcement, without removing essential protections, and clearly communicating any changes.


    	Business innovation – ensuring that UK businesses are in a position to capitalise on global trends, by helping them to develop and successfully commercialise innovative products, process and services.

  


  For more information on how this strategy may help you, contact BIS.


  Familiarising yourself with retail terminology


  Barcode


  A series of vertical or horizontal parallel lines forming a code that is read using photoelectric devices and software and interpreted by a barcode scanner.


  Chargebacks


  The retailer’s invoice for claims against a supplier resulting from items such as damaged goods, adjustments and the recovery of transportation charges for improperly routed merchandise.


  Consumer sentiment


  Consumer sentiment is a measurement of consumers’ attitudes regarding their own financial situation, and their feelings about the overall economy in the present and the future.


  Cost complement


  The average relationship existing between the cost of merchandise and the retail value of the items handled during an accounting period.


  Customer loyalty programme


  A structured, long-term marketing exercise that provides incentives to repeat customers who demonstrate loyalty in buying goods.


  Layaway


  A method of deferring payments where goods are kept by the store until the customer has completed payments for them.


  Markdown


  A reduction of an original or previous retail price.


  Mark-up


  The difference between the cost price of goods and their retail price. Also referred to as mark-on or gross margin.


  Mark-up cancellations


  A reduction in the price of an item after it has been subject to an additional mark-up.


  Markdown cancellations


  The increase in the retail price of an item that has been reduced.


  Merchandising


  A practice that contributes to the sale of products to a retail consumer.


  Promotional markdowns


  A lowering of the retail price hoping to encourage greater store traffic.


  Retail price


  The price at which goods are offered for sale.


  Shrinkage


  The gradual loss of stock over time due to damage, misplacement or theft.


  Speciality stores


  Retail outlets that maintain a large selection in a limited line of merchandise.


  Stock book


  A book where additions to stock are entered in the form of goods received from suppliers and merchandise deductions, which represent sales to customers.


  Trade discount


  A deduction from the agreed price to encourage prompt payment of bills.


  Universal Product Code (UPC)


  A categorisation where each item is given a ten-digit number, pre-marked on the package in the form of a barcode over ten corresponding numbers.


  Visual merchandising


  The display of products that makes them appealing, attractive, accessible, engaging and enticing to shoppers in a retail store. Visual merchandising uses colour, lighting, displays, smells, sounds, digital technology and interactive elements to catch customers’ attention and persuade them to make purchases.


  Advantages of being an olderpreneur


  Older people bring their whole life experience to a business. Companies started by older people have a 70% chance of surviving the crucial first five years, compared to 28% for those started by younger people, according to Hilary Farnworth of the London Metropolitan University. Senior entrepreneurs contribute £24.4 billion to the UK economy. There is a massive saving to the public purse. It costs £7,000 a year to keep someone aged over 50 on benefits.


  Laurie South, Chief Executive of the Prince’s Initiative for Mature Enterprise (PRIME), says:


  
    ‘Many older people are better placed to go into business than their younger counterparts. Older people have better personal skills and usually have an established support network around them. They may have fewer problems with work-life balance; their children have grown up, and there’s less pressure to perform. They are more likely to be realistic and understand that there is a lot of luck involved in running a successful business. But the desire to succeed must still be strong.’

  


  According to Professor David Storey of Warwick Business School:


  
    ‘The number of olderpreneurs has been rising. Thirty years ago the majority of self-employed were in the 30–44 age range. In 1977, 11% of men aged 45–64 were self-employed, compared with 13% of those aged 30–44; by 2000 it was 15% of the 45–64 group, but still 13% of the younger age range. The two groups are likely to have different motivations. Those in their twenties or thirties are likely to be generating money for themselves and their families, and will go through intense pain and hardship if they think they are going to strike it big in a few years.


    The time horizon of someone in their late fifties is very different. They need more instant gratification. If you are going to grow a business substantially there are two necessary conditions: a strong motivational element and a strong element of luck. It’s clear that businesses run by more mature people have higher survival rates but lower growth rates. In a time of huge economic uncertainty, many olderpreneurs may be forced into self-employment by dwindling pensions or age discrimination in the job market.’

  


  The chance of finding employment if you are made redundant over the age of 45 is only one in ten, according to research from PRIME. Self-employment may be the only option. You may not make millions but you can earn a living or top up an inadequate pension.


  1 Dewald, Jonathan (ed.) © Gale, a part of Cengage Learning, Inc.
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  GETTING STARTED


  Starting your own business is an exciting time and, with a little bit of research and a lot of passion and hard work, you can make it a reality. Think about what you’d love to do, what you are good at, what you are passionate about. You’ve got to have a great idea that is sustainable in a competitive environment. You must distinguish your chosen shop as a niche operation that fills a void of some kind.


  Considering your personal strengths and weaknesses


  However, it’s not enough just to have a viable idea. Owning your own shop consumes your time and energy and is demanding of effort. You will also need to have the right skills and temperament to make it a success. Entrepreneurs in the UK clock up 50-hour working weeks, so it is not a part-time commitment or hobby. It is vital you know yourself. Self-evaluation, identifying your needs and understanding your personality type will help you make the correct choices. Appraise your strengths and weaknesses honestly.


  Start by asking yourself these searching questions.


  


  
    	Could you run your own business?


    	Do you have self-confidence and bundles of enthusiasm?


    	Do you get on with people and enjoy talking to them?


    	Are you curious about strangers?


    	Are you outgoing?


    	Are you self-disciplined?


    	Are you ready to put in the long hours of working a retail week?


    	Can you make careful decisions?


    	Can you cope under stress?


    	Do you have the determination when the going gets tough?


    	Can you learn from your mistakes and take advice?


    	Are you tolerant enough to handle complaining or difficult customers?


    	Are you well organised and responsible?

  


  The key is to develop and grow your own skills and characteristics as you gain more experience. You will also need support from your family, so involve them right from the beginning and keep them up to date on how things are moving along. You can also use them as a sounding board and to provide feedback. You may also wish to get a good mentor on board as two heads are always better than one.


  Alarm Bell
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          When you run your own business it is your life. There is no such thing as nineto five. Only employees cangohomeand forget about work. You will live and breathe the job.

        
      

    

  


  Having spoken to many business owners and entrepreneurs, the following personal characteristics have always emerged at the forefront:


  


  
    	motivated;


    	driven and enthusiastic;


    	organised;


    	professional;


    	hard-working – self-discipline and commitment;


    	perseverant – persistence and stickability;


    	patient – giving it time to work;


    	pro-active in finding customers;


    	self-confident;


    	communication skills – verbal and non-verbal;


    	selling skills;


    	customer care – going the extra mile, keeping in touch;


    	literate and numerate;


    	honest;


    	setting realistic goals and objectives;


    	networking;


    	computer literate;


    	time-keeping – reliability;


    	competitive;


    	willing to make sacrifices – time;


    	decisive;


    	looking out for opportunities;


    	open minded;


    	willing to learn;


    	sense of humour;


    	assertive;


    	working alone – no one to bounce ideas off;


    	coping with routine and monotony;


    	having family support.

  


  Developing a business sense


  The association or professional body relevant to your projected business will be able to tell what formal standards or qualifications are required for your shop category. The Directory of British Associations should be available at your local city or central library. Alternatively try the Trade Association Forum (www.taforum.org) for further information.


  Business skills are essential if you do not already have them. It is important to understand the principles of business and management including marketing, strategic planning, accounts, personnel management and so on. Ideally, aim to get some basic training in business administration before you start.


  If you have no general business experience, it may be worth taking a business start-up or management course. Often these are available locally and may be free of charge or of minimal cost. Contact your local Business Link or adult education college for details of courses available in your area. learndirect (www.learndirect.co.uk) also provides courses for new start-ups. Opening a shop also requires an element of selling and it is possible to learn basic selling techniques.


  In addition, mathematics is used at every level of retailing, from the basic functions of counting money, calculating gross profit margins, cash flow, start-up costs, break-even analysis and profitability, to computing the total amount of a sales transaction involving the calculation of percentages to determine discounts and VAT. So it’s important to brush up on your numeracy skills.


  RETAIL COURSES


  Typically, retail management degrees include a combination of business modules such as human resource management, marketing, finance and IT, together with in-depth study of retail functions, such as buying and merchandising, store operations, supply chain management and the retail environment. The advantage is that you will be prepared for the world of business, with a focus on retail. Each college or university has a different approach and emphasis to these courses.


  Retail has long been considered a sector that lacks the full range of skills and qualifications needed in a customer-focused industry, according to the National Skills Academy (NSA) for Retail. A quarter of employees lack the equivalent of a Level 2 NVQ, while 40% of sales staff do not have five good GCSEs. Fifteen in every hundred have no qualifications whatsoever.


  Skills Shops (www.skillsmartretail.com)


  However, Skillsmart Retail’s vision is to establish the NSA for Retail as the definitive answer to the skills needs of retailers, employees and those hoping to work in retail. The NSA for Retail will be run through a network of local high street retail Skills Shops, offering training and support to everyone from pre-employment through to degree level. Taking the form of one-stop, walk-in or virtual Skills Shops on high streets and in shopping centres across the UK, each will be run individually by local stakeholders, including developers, training providers, Jobcentre Plus and retailers.


  This network will provide access to world-class skills and business support for retailers whatever their size, wherever they are located. It will also create a consistent national approach for training and skills in the UK’s largest private industry sector. Forty new sites will be united with 30 existing independent Skills Shops currently operating in key locations. These include Manchester Arndale, The Source at Meadowhall in Sheffield, Twickenham’s Hawk Training, Touchwood Centre in Solihull, King’s Lynn, Derby’s Workstation, Cabot’s Circus Skills Shop in Bristol, Lakeside, Heathrow and Bluewater. Each Skills Shop will be tailored to meet specific local requirements, as well as the needs of individuals.


  International Correspondence School (ICS) (www.icslearn.co.uk)


  BTEC in Retail Management – Level 2


  Introduces how different retailers operate within a specified territory, the IT systems they adopt, and how legislation affects the retail operation. Master the basics, including techniques to merchandise, display and promote products most effectively to increase sales. Understand the different distribution channels, and stock control and security systems used in retail. You’ll also develop skills in managing customer services as well as staff. Suitable if you are already working in the retail sector and wanting to gain an industry recognised qualification, or whether you are thinking of changing careers to work in retail.


  learndirect (www.learndirect.co.uk)


  Offers retail training for staff through its Retail Skills NVQ – Level 2, which combines work-based competency assessment with online courses that can be tailored to your own business needs. This can be ideal for expanding your staff’s understanding of retail operations and principles.


  Universities offering retail studies


  A number of universities offer retail qualifications in Retail Management, Retail Marketing, Fashion and Textile Retailing and Business Studies (Retailing). These include:


  


  
    	University of Bedfordshire (www.beds.ac.uk);


    	University of Brighton (www.brighton.ac.uk);


    	Buckinghamshire New University (www.bucks.ac.uk);


    	University of Wales Institute, Cardiff (www.uwic.ac.uk);


    	University of Central Lancashire (www.uclan.ac.uk);


    	The Manchester College (www.ccm.ac.uk);


    	The University of Kent (www.kent.ac.uk);


    	Leeds Metropolitan University (www.leedsmet.ac.uk);


    	London Metropolitan (www.londonmet.ac.uk);


    	The University of Manchester (www.manchester.ac.uk);


    	The Manchester Metropolitan University (www.mmu.ac.uk);


    	University of Northampton (www.northampton.ac.uk);


    	Queen Margaret University, Edinburgh (www.qmu.ac.uk);


    	Roehampton University, London (www.roehampton.ac.uk);


    	University of Westminster, London (www.westminster.ac.uk).

  


  
Researching your market


  Find out as much as you can about your market and then look for a gap you can fill. Identify if there is a market for your business, what demand there will be for your products, who will buy your products and who your competitors are. This will build up a picture for your retail business. Focus on current trends: is the market expanding or declining, and what is the forecast for the next couple of years?
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