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    Preface


    There are many books available to guide you through the process of starting and running a business. Until now, however, there has not been a book specifically aimed at starting and running a residential letting and management agency (referred to as letting agent or agency throughout).


    The aim of this book is to help you set up a letting agency business and to guide you through its day-to-day operation. It will help you to decide if the business is right for you, to find a good location and to choose the type of agency. It will also help you decide whether to start from your own home with a very low budget or, with a larger investment, launch straight onto the high street amid much fanfare!


    Like most businesses, there are several ways to start a letting agency. With the right knowledge, one can start from home with little more than a laptop and phone. Buying a franchise licence is a popular route into the business and it is also possible to buy an existing business as a going concern. The specific guidance in this book is aimed towards starting from scratch, although some guidance on choosing a franchise is given.


    Franchises can be an excellent way to get a good head start into running any business and banks often look favourably upon business plans, which are aimed at purchasing a franchise licence. The process of buying an existing business is a complex process in itself and is beyond the scope of this book.


    The book covers the broader, generic aspects of starting a business and focuses on the specific areas that affect letting agencies. It then covers the day-to-day operations in terms of the letting and management process. Throughout there are handy tips and checklists as well as references to industry resources. The book will be a useful resource, whether you have previous experience of the property letting industry, or are from a different background. It is a step-by-step guide to starting and running a successful letting agency, but I strongly recommend that you seek additional training if you are new to the business. There are courses and exams available from professional bodies that will give you an excellent start and also provide relevant qualifications (see Chapter 2).


    The legislation regarding letting of property is updated regularly and all regulations and legislation referred to in this book are subject to change at any time.


    You are probably reading this book because like me you are, or were, working in a regular nine to five job, possibly in an unrelated industry. For me it was manufacturing and engineering. I dreamt of starting my own business and spent a lot of time thinking and planning a business that I could excel in – one that would initially give me a good income, but with no limit to the size to which the business could grow or the money it could make. I had a passion for property and was a buy-to-let landlord. I had used letting agents to let my own properties and had also rented from several in the past. I had seen various degrees of skill and professionalism along the way and strongly believed that I could provide an equivalent, if not better service than most. I knew I had relevant transferable skills from my previous project and senior management roles and a good layman’s knowledge of property letting and management. I just needed to learn the legal aspects and specific knowledge relating to running an agency.


    A book like this would have been invaluable to me at the start, as I spent a lot of time researching and obtaining information from various sources as well as taking appropriate qualifications before launching the business.


    Martin Property Management was launched with very little start-up or working capital and no prior experience of starting a new business. After starting completely from scratch without a single property on the books the company was cash flow positive in the first year.


    From a monetary point of view this is not particularly impressive. It was 18 months before I could take a penny out of the business. It is not a dot com business that will make you a fortune overnight and I certainly won’t be retiring any time soon! However, it shows what can be done with very little investment and relatively little knowledge. It is very possible that, with a higher initial investment, your business could grow even faster. Plus, there is no limit to potential future earnings. There are many agencies that have grown into multi-branch or national operations, so if global domination is your goal then the opportunities are there.


    I hope that you find this book a useful resource. The aim is to give you a comprehensive overview of starting and running a successful letting agency and, where necessary, to point you to further sources of information.


    If you decide to start your own letting agency then I wish you every success.
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    BACKGROUND TO THE PROPERTY LETTING AND MANAGEMENT BUSINESS


    
      In this chapter:


      


      
        	A brief history of letting and renting in Britain




        	The current market and future trends




        	The role of a letting agent




        	The competition



      

    


    A brief history of letting and renting in Britain


    Letting and renting property is not a new phenomenon. People rented land and property in Britain during the Roman occupation, and no doubt even before that. In fact, owning your own home is a very modern trend. In the early 1900s, up to 90% of the population in Britain would have rented from a few wealthy landowners. This trend began to change with the introduction of the first Rent Act in 1915. A series of legislation followed that made it less profitable for landlords to rent property and gave security of tenure to the tenants.


    The percentage of people renting kept falling until the early 1990s, when changes to legislation began to redress the balance between the rights of landlord and tenant. The Housing Act of 1988 and the introduction of the assured shorthold tenancy has made letting property less arduous for landlords while giving tenants a sensible level of security of tenure.


    The rise in property prices and the introduction of buy-to-let mortgages in the 1990s has meant a significant increase in people investing in property specifically to let as a medium to long-term investment.


    The current market and future trends


    At the time of writing, the property boom appears to be well and truly over, at least for now. We are currently in a recession and although the Bank of England has slashed interest rates to an all time low, lenders have not been quick to pass the rate cuts on to borrowers. Plus, mortgage companies are demanding higher deposits, which prevent first time buyers from joining the market. House prices have begun to fall (although not at an alarming rate). Most experienced investors are buying more selectively or are waiting to see what happens. We have not seen a rush from investors to part with their existing properties. With the market downturn, there has been an increase in people whose homes have been for sale and on the market for some time who are now thinking about letting instead. The benefit of this should be a better supply of a broad range of properties coming to market, rather than an oversupply of one and two bed apartments that has been the recent trend.


    The rental market remains buoyant and demand for rental property remains high, if not higher than before. As the sales market slows, the rental market inevitably picks up pace. There are also many modern trends, which mean the number of people now renting instead of buying is increasing. These include:


    


    
      	First-time buyers unable to afford to get on the property ladder




      	More transient workforce




      	High divorce rate




      	Influx of European immigrants



    


    Whatever happens to house prices these current trends indicate the rental market will remain a growth industry for the foreseeable future.


    The slight increase in supply and increase in demand should mean that rental values remain fairly stable. If property prices continue to fall or stabilise in the short term, then rental property should still make a good medium to long-term investment and confidence should also return to the buy-to-let market as investors see potential bargain properties on offer.


    The role of a letting agent


    The Oxford English Dictionary’s definition of an ‘agent’ is ‘a person who provides a particular service, typically liaising between two other parties’. In the case of a letting agent the liaison is between landlord and tenants, or prospective tenants. A letting agent usually provides a range of letting (and management) services to property owners. They also match properties to the requirements of people looking to rent a home.


    Many landlords successfully arrange their own tenancies but a large percentage prefer to use the services of a letting agent to take advantage of the agent’s marketing and advertising facilities, knowledge of the regulations associated with letting, credit checks and to act as an intermediary for rent collecting and repairs during the tenancy. Advertising in particular is becoming very focused towards the internet and the larger property portals do not allow individuals to advertise. Many of today’s landlords lead busy lives and may have a portfolio of properties that they let. They do not always have time to arrange viewings, stay up-to-date with current legislation and deal with issues during the tenancy.


    The specific service offered by letting agencies varies, but typically includes:


    


    
      	Market appraisals




      	Advice on compliance with the latest legislation




      	Marketing of the landlord’s property




      	Arranging viewings




      	Credit and reference checking of prospective tenants




      	Recording inventories




      	Tenancy documentation




      	Rent collection




      	Arranging repairs during a tenancy




      	Arranging check in and check out with the tenant



    


    These are often offered under the three main service titles of:


    


    
      	Tenant Finder (or Let Only)




      	Tenant Finder plus Rent Collection (or Let plus Rent Collection)




      	Full Management



    


    The business model of a letting agency is typically to have a portfolio of properties that are managed – providing a guaranteed monthly income – and to receive further income from letting non-managed (let only) properties. The number of managed properties builds up over time and many of the let only properties can be let time and again, assuming a good level of service is provided.


    Rent is typically collected monthly in advance by standing order from tenants. Fees are normally deducted from the rent, which is paid on a specific day every month, before passing the balance to the property owner. This means an excellent cash flow stream can be generated as there are few suppliers to pay and you rarely have to invoice customers and wait for payment.


    The competition


    These days there are letting agents operating in, or near, the high streets of most towns. Briefly, the main competition comes in the following forms:


    


    
      	Independent letting agents




      	Franchise operators or licensees




      	Estate agents with a lettings department




      	Larger corporate (PLC) owned chains



    


    These competitors may come in the form of familiar high street brands, or may be small operations working from a side street or serviced office, or even from home. There is also competition from specific websites, which offer landlords a means to advertise their own properties.


    INDEPENDENT LETTING AGENTS


    Generally, the smaller independents promote ‘the personal touch’, flexibility and fast response to changes in the market but they may not have large advertising budgets.


    FRANCHISE OPERATORS OR LICENSEES


    Franchises offer national branding while retaining the flexibility of being able to make business decisions at branch level. Their prices may be high, however, to cover prominent shop front locations and franchisor fees.


    INTERNET OR ‘VIRTUAL AGENCIES’


    The internet-based agencies can offer the same flexibility, have lower overheads and are able to offer lower prices while spending more on internet advertising. They may, however, suffer from the lack of brand recognition.


    NATIONAL CHAINS


    The larger chains have huge marketing and branding budgets but may be slow to respond to enquiries and to make decisions. They generally also have higher fees.


    Of course the above statements are generalisations. The size, levels of service, spending power and prices, will vary by individual agency rather than type. There are many independents that started with one branch and now have several in the area, or even nationwide, that may now have the same issues as larger corporate chains. Conversely, many national chains have bought up smaller branches whose management and staff are allowed to remain fairly autonomous as long as they keep making money for the corporate owners.
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    WHERE DO I START?


    
      In this chapter:


      


      
        	Assessing your suitability and relevant experience




        	Gaining relevant experience and qualifications




        	Carrying out market research




        	Choosing a location and premises




        	Assessing the local market




        	Looking at the competition




        	Tips for choosing a franchisor



      

    


    Assessing your suitability


    A letting agency is very much a customer-focused and people-orientated business. To do well you must be very good at dealing with people. The job, at ground level, requires high levels of diplomacy, communication and people skills. On good days you will be providing one happy customer (the landlord) with a suitable tenant, while at the same time satisfying another customer (the tenant) with a place to live. On a bad day you may get a call from an irate tenant to say the heating is not working in the middle of winter and they want something done about it now (Sunday evening!). Or an equally irate landlord insisting that the ‘perfect tenants’ you found are playing their music too loud and he is getting complaints from the neighbours. You may be lucky enough to employ staff at the beginning, or early on, to man the ‘front line’ but you are unlikely to be able run an agency without contact with customers. Plus, you will still need people skills when dealing with suppliers and staff.


    You will of course need specific and up-to-date knowledge of residential letting and property management, which is outlined later in the book.


    Knowledge of other aspects of running a business is vital, including:


    


    
      	Bookkeeping and accounts




      	Tax and VAT




      	Employment law




      	Health and safety law




      	IT and websites




      	Marketing



    


    You can employ subcontractors and consultants to advise on most aspects of running a business but it is difficult to succeed without at least a little knowledge of most of the aspects listed above.


    All of these subjects can be learned or picked up along the way. Later chapters deal with each in more detail. There are courses and books available to teach everything in the above list and specific resources are also referred to later in the book.


    In essence you need to be jack-of-all trades but know when to employ specialists if required. As well as a broad depth of knowledge there are specific skills and qualities that relate to running a letting agency. As a letting agent you will need to be:


    


    
      	A good communicator (and active listener)




      	Diplomatic




      	Organised




      	Self-motivated




      	A proficient user of computers and the internet




      	Able to lead by example




      	Positive




      	Enthusiastic




      	Good at decision making




      	Not averse to taking risks




      	Calm under pressure




      	A good problem solver




      	A goal setter




      	Ethical



    


    If you have most of these skills, then running a letting agency will not be too difficult.


    
      
        
          
          
        

        
          
            	
              [image: image]

            

            	
              Not everyone excels in all areas but, once you start employing people, it is worth evaluating if you are weak in a particular area and then hiring staff who offer those particular abilities.

            
          

        
      

    


    Running any business can be stressful and can be a roller coaster of emotions, with extreme highs and lows. You will need to work long hours if necessary. Certainly, in the early stages of the lettings business ‘opening hours’ will be an unknown phrase. With modern technology it is possible to forward calls and email to home or mobile phones. To be successful, you must be prepared to answer the phone and respond to emails during evenings and weekends as this is a great way to impress both your customer sectors – landlords and tenants. Saturday is a normal working day for letting agents and may well be your busiest day for viewings. To stay ahead of the competition you may also need to consider opening on Sundays.


    In addition, you should always be on the lookout to promote the business, whether that is via formal networking or just in conversation with someone at the local pub.


    I would advise anyone considering going self-employed, to make sure they are fit and healthy, both physically and mentally. Having a good support system around you is essential. It helps a great deal if your partner, family and friends support your decision to start the business.


    IS PREVIOUS EXPERIENCE NECESSARY?


    Experience in the lettings industry is not essential but of course it gives you a head start. Lettings franchises (and franchises in general) often encourage people from different backgrounds to apply because essentially they want people that are motivated to succeed. The franchisors know they can pass on the relevant knowledge required to run the specific business, if they have the right applicants.


    If you already work in the lettings business, then you have an advantage. You only have to decide if you really want to take the big step into self-employment, running your own business and to learn the business skills required. Estate agents also have a lot of the required knowledge and skills.


    Gaining relevant experience and knowledge


    If you do not have a background in the letting sector it is possible to gain some experience by applying for a job at a letting agency. It may be difficult to apply for a full-time position without the necessary qualifications or previous experience in the field. You can, however, apply through a temping agency and ask them to find you a job in a relevant company, maybe to provide holiday or maternity cover in a junior role in the office. Ideally, it would be at a company in the area you are aiming to open. Although this may not seem particularly ethical, as long as you are not aiming to walk away with their list of clients there should be no real issues. Of course you could apply directly to an agency outside your area and explain openly your reason for applying. You may have friends or family who work in or know someone in the sector that they can put you in touch with. Of course this would mean prolonging the time before you launch but preparation and planning are key to a successful business.


    If you are a young person, possibly just choosing a career path, then you have no need to rush. You could spend several years working for a good company, or even several companies, learning all you can about the business before striking out on your own.


    TRAINING AND QUALIFICATIONS IN RESIDENTIAL LETTING AND PROPERTY MANAGEMENT


    There are a couple of sources of academic training available, providing relevant qualifications. These vary from basic competency tests to diplomas.


    Whether you are new to the sector or already have experience, continuous training will be a benefit. Most of the training is available as distance-learning courses and can be carried out at home, in a few weeks or months.


    Two of the main courses are provided by the National Federation of Property Professionals (NFOPP). Details of the main courses available are discussed below. Details of where to apply are given in the Useful Resources section at the end of this chapter.


    Technical Award in Residential Letting and Property Management


    This is a distance-learning course, which is split into four modules covering:


    


    
      	Health and safety




      	Legal aspects of letting and management




      	Residential property letting practice




      	Residential property management practice



    


    The examinations are in the form of multiple-choice questions. The exams last 30 minutes and can be taken separately.


    Diploma in Residential Letting and Property Management


    This is a more advanced course consisting of five modules:


    


    
      	Legal Aspects of Letting & Management I




      	Legal Aspects of Letting & Management II




      	Letting & Property Management Practice




      	Business Promotion and Organisation




      	Letting & Property Management Agency project covering a cross section of topics within the syllabus



    


    The first four units are assessed by three-hour exams for each and the final unit is in the form of a 6,000-word project.


    The technical award is an excellent way to gain a vast amount of industry specific knowledge and I personally found it sufficient to give me the confidence to start out on my own. It took me about nine months of study at home while still in fulltime employment. I spent a year planning the business before launching and the course fitted well in this timeframe as part of my overall preparation. For very little investment it also helped me decide that the business was right for me.
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              The exams can be taken one at a time but aim to finish them all before your intended agency opening date. You will have enough to do once you open for business! Book the exam dates early, ideally as soon as you apply for the course material, as they fill up quickly.

            
          

        
      

    


    
      
        
          
          
        

        
          
            	
              [image: image]

            

            	
              It is a good idea to encourage all members of staff to take these exams as part of an ongoing training and development programme.

            
          

        
      

    


    Researching the market


    This is a very important part of the planning stage and it will help you decide the following:


    


    
      	General location of the business – i.e. what town?




      	Specific location of the business – i.e. what street?




      	Customer base and demand




      	Fee structure




      	Local competition




      	Where to advertise locally



    


    The following resources will give you a lot of relevant information:


    


    
      	Local press




      	National press




      	Internet sites




      	Local university, college and hospital accommodation offices




      	Local letting agency websites and literature



    


    Most towns have a local area newspaper that is either free or fairly cheap and will be available weekly in local shops. A lot of these papers have a specific property section, listing properties to rent from both agents and from private landlords. From this you can glean a wealth of information on the competition such as the number and types of property available, local rental values and how many local landlords are currently advertising privately. There may also be articles on the local housing market by both journalists and local experts. Commercial property agents will also be listed and their adverts will give you information on available retail or office units in the area and the rental prices.


    
      
        
          
          
        

        
          
            	
              [image: image]

            

            	
              The national press is a good source of information on overall trends in the housing market. Look for articles about area hotspots, economic factors and general transport and population trends.

            
          

        
      

    


    You will constantly need to monitor the news, both nationally and locally, for economic factors that may alter trends in letting or buying and selling. Look for:


    


    
      	Changes in interest rates




      	What products banks and building societies are offering




      	Government proposals for new towns and housing in your area




      	What companies may be relocating or investing in your area




      	If there are changes to transport networks, e.g. new railways or a new main road, which may connect your area with a major town or city



    


    The internet is an invaluable tool for all types of data and statistics about the market, the customer and the competition. There are hundreds of websites dedicated to property in the UK and all serious letting agents will have a website where you can compare their services, fees, market and style. Property portals such as rightmove.co.uk are an invaluable source of information on local rental properties and rent valuations. Later you will also need to look at their fees for marketing your own client’s properties.


    The Association of Residential Letting Agents (ARLA) also publishes a quarterly report from its members’ findings.


    Local college and hospital accommodation offices may give you information on where students and student doctors live in the area. Often there are specific areas within towns that attract these demographics, with good bus routes to the colleges and good amenities and nightlife.


    Choosing an area


    The geographical area for locating the business is vital. Ideally, you would look at the whole of the country, pick the area that is most likely to see a growth in the rental market over the next few years and that has the least amount of competition. In reality, the time you would need to visit, research and then move to the location and get to know the area would be daunting and expensive. Like me, however, you will probably choose an area near where you are currently living, where you have lived in the past, or know well. Most people are unlikely to up sticks, move a long way and then start a business in a new area (unless perhaps you are taking over an existing business). Therefore, you may be restricted to an area within a few miles of where you currently live, and the research will be to see if a letting agency in that location is a viable proposition.


    If you are considering a letting agency as a suitable business, then it is quite likely that you have seen a gap in the market, or have noticed that the rental market was thriving in your area. Perhaps it is a university town with lots of student accommodation or there are lots of companies recruiting, with professionals moving in and out of the area on a regular basis.


    Traditionally estate and letting agents have opened a branch in, or near the high street of a town and marketed within that town and the immediate surrounding area. Many have then expanded by opening other branches in nearby towns and larger villages. If your business plan is to expand and open several branches it is worth considering what other areas surround your initial location choice. Economically you can only cover an area within about 20 minutes drive from each office location. Any further, and viewings, property inspections and so on become too time consuming and uneconomical.


    Choosing a specific location and premises


    Once you have chosen a geographical area to cover, you will then need to choose a specific location and premises for the business. There are several options available and your choice will depend upon your business model and budget. The general places to locate the business are listed below and are discussed in detail, along with the pros and cons of each, further on:


    


    
      	Home-based office




      	Serviced office




      	Office or shop on a side street




      	Shop front on the high street




      	Office in another business premises i.e. an estate agent’s that does not offer a lettings service



    


    HOME-BASED OFFICE


    With today’s technology it is no longer necessary for a letting agency to rely on people visiting the branch to take away a list of properties and glossy brochures. As letting agents do not have a stock of products or need a lot of equipment, it is possible to start from home with little more than a computer and a mobile phone. The online presence of the company can also be just as big, whether you work from a swanky office in the city or your broom cupboard. Most paperwork associated with the letting process can be done at the rental premises or by fax, post and email and there is no need to maintain a shop window full of property details.


    Pros and cons of working from a home-based office


    Pros:


    


    
      	Low capital outlay




      	Extremely low overheads




      	No long-term tie in to leased premises




      	Easier to work longer hours or weekends, etc. when necessary.



    


    Cons:


    


    
      	Customers with a fixed idea of where a letting agency should be may not take you seriously




      	Nowhere to receive customers




      	No room to expand (extra staff, etc.)




      	Interruptions (family, etc.)




      	No brand presence, shop front or passing trade



    


    Some letting agents have started from home initially and then expanded. It can be difficult to get off the ground and find customers but if you have your own portfolio of buy-to-let properties that you intend to manage as full-time business, or perhaps friends or a large network of people that trust you to manage their properties, then it will help you get a foothold.


    SERVICED OFFICE


    A serviced office is a great alternative to working from home. It has the advantage of giving you a viable business address and a place to receive customers while maintaining relatively low start-up and operational costs.


    Pros and cons of working from a serviced office


    Pros:


    


    
      	Low capital outlay




      	Fairly low overheads




      	No long-term tie in to leased premises (normally flexible terms)




      	A genuine office environment to receive customers




      	Often have receptionist and photocopy/fax/post facilities available for a low fee




      	Not necessary to keep the office open when you are on viewings, etc.



    


    Cons:


    


    
      	Some customers may still have a misconception that you are not a viable company




      	Little or no brand presence, shop front or passing trade



    


    SIDE STREET SHOP OR OFFICE


    This is a step up from a serviced office and there are multiple options for locations, types and sizes of office. Essentially this category covers anything that does not have a shop window on the high street. You could choose an office on the main road but on the first or second floor above the shops. Or it could be a shop front or office situated near but not on the main thoroughfare.


    Pros and cons of working from a side street shop or office


    Pros


    


    
      	Usually larger premises than the previous two categories (ideal if you are starting with staff or need to expand)




      	Easier for customers to find, may have some passing footfall or traffic that will spot signage and, therefore, some brand presence




      	Reasonably low rent and rates



    


    Cons:


    


    
      	Higher capital outlay




      	Medium operating costs




      	Typically needs staff immediately to man the office




      	Can be a higher expense for little extra reward if the balance between costs and brand presence are not achieved



    


    HIGH STREET SHOP FRONT


    We have all heard the term ‘location, location, location’ and it is still true today. The best way to get brand recognition and a good footfall of customer traffic is to locate to the busiest high street in the area. With this comes almost instant brand recognition and the acceptance of an established business, but this needs to be balanced with the higher costs associated with the location.


    Pros and cons of working from a high street shop or office


    Pros:


    


    
      	High footfall of potential customers




      	Branding (signs, property details displays, etc.)




      	Instant acceptance as a viable business



    


    Cons:


    


    
      	High capital outlay




      	High operating costs




      	Need to hire staff immediately just to man the shop (may be doing very little else in the early days)




      	Will always need more admin staff (more updates to printed property details and display materials required, holiday and weekend cover to keep shop open, etc.)




      	Have to deal with more time wasters (people popping in for a chat while they wait to pick up their dry cleaning!)



    


    OFFICE WITHIN ANOTHER BUSINESS PREMISES


    This can be an ideal compromise when starting the business. If you have contacts with an established estate agent, solicitor or mortgage broker, then it is possible to form a good partnership and provide mutual business referrals. It can be a good balance between starting in the best location while maintaining fairly low overheads.


    Pros and cons of working from within another business premises


    Pros:


    


    
      	Low capital outlay




      	Medium operating costs




      	Instant acceptance (if you are part of an established business, then their customers should be comfortable in using your services too)




      	May get instant referrals (estate agents are often asked if they provide letting services)



    


    Cons:


    


    
      	Only functions if the working relationship with the office owner remains strong and they do not close or relocate




      	If operating from an estate agent, they may decide that they want to operate their own lettings department (especially if the sales market takes a downturn)




      	You may only have a desk and little room to expand




      	It may be difficult to differentiate your brand from theirs



    


    TIPS FOR CHOOSING AN OFFICE OR SHOP FRONT LOCATION


    If you do have the budget and decide to operate from one of these two types of premises then it is worth spending time researching the best location. Most main shopping areas will have a specific road or corner where the majority of established estate and letting agents are located. The best way to see if any location is viable is to visit the area and observe the footfall of people. If there are other agencies located there, watch how many people stop and look at the window display and how many go in.


    It is a good idea to monitor the following:


    


    
      	Number of people passing




      	What side of the road do they walk on?




      	Does the road layout mean they naturally avoid a certain area or have to walk a certain way?




      	Do they browse the window?




      	Are they looking at property for sale or rent?




      	Do they go in?




      	Do they spend time inside or leave quickly with a brochure?
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              Visit the area at different times of the day and different days of the week. If you only visit at lunchtime or a Saturday morning, you may get an inflated view of the overall numbers of shoppers.

            
          

        
      

    


    
      ‘My company started in a serviced office with no footfall traffic and nowhere to display a sign visible to the street. There is no doubt that we would have grown quicker on the high street and that we suffered from people not knowing we were there, but we benefited from extremely low costs and little need for borrowings. I personally believe, however, that the best balance would be to choose an office near the town centre, preferably with a window prominently visible to the public on a busy road (with parking!). This means benefiting from fairly low rent in comparison to a prestigious location, little chance of “time wasters”popping in, the ability to lock the door if you are on a viewing which means that no one is employed just to keep the shop open, and yet having a permanent advertising sign which will massively increase customer awareness. In this situation the aspect and position of the signage would be extremely important.’

    


    The local market and rental levels


    Again, the local property paper and internet property portals are the best sources of information. The portals are by far the quickest way to gather information because you can usually search by specific postcode, type of house and number of bedrooms. There will also be plenty of photographs, which will show the internal state of each property. You will quickly establish whether there are predominantly flats and apartments, family houses or perhaps student accommodation in your area. You will be able to see roughly how many are on the market and who is advertising them.


    If you search by town and open the search criteria to all properties, at all prices, you will very quickly see the size of the market and how it is distributed amongst the existing companies. If there are only a handful of properties amongst several agencies then you may need to rethink the location.


    The paper is a good place to see if the properties hang around very long. If the properties that are advertised are in there week after week it may not be a good sign.


    Assessing the competition


    Gathering information on other agencies in the area will be an invaluable exercise. It will give you an insight into:


    


    
      	The number of competitors




      	The size and type of each company (i.e. independent, franchise or large corporate)




      	Where specifically they are located




      	If their website is user friendly




      	The services they offer




      	Their fees




      	How long they have been in business




      	How many staff they have




      	Their opening hours




      	How many properties they have advertised




      	Whether they specialise in one area, e.g. student accommodation



    


    First it is a good idea to make a list of all the local agents. This will show you how many competitors you are likely to have and whether there is room for another one in the area, or perhaps help to spot a niche area of the market that is not covered. A list can be drawn up easily by searching on the internet and the property section of the local paper. There will be few, if any, that do not have a website.
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              The best way to find agents’ websites is a quick search for local agents through one of the larger property portals such as www.rightmove.co.uk, www.propertyfinder.com or www.primelocation.com, as most agencies will be listed on one or more of these. Cross-reference these with your list from the newspaper and you will likely have found most of them.

            
          

        
      

    


    It is worth keeping a spreadsheet of information on each agent, as there will likely be a lot of information to retain. You can also keep and add to this in the future; it will help you spot and react to any new initiatives that competitors may introduce.


    Most agents will openly display the services they offer but not all openly display their fees. The reason for this is to encourage people to phone, so that they have an opportunity to get phone numbers of potential clients and present the full sales pitch before releasing the information about their fees. I personally do not like this approach and, if I am shopping online and can’t find the price of a product I am looking for, I move on to the next site very quickly. I believe that for today’s modern internet shopper this is probably quite common. A lot of people use the internet to save time calling around companies and asking the same questions of each one. Therefore, my philosophy is to openly display the company’s fees on the website and let the browser make a choice whether or not to call. However, until more agents follow this approach, you may have to pick up the phone and call them. You will of course have to pretend you are a customer in need of their services. It is a good idea to ask for their landlord information pack. This exercise will also allow you to assess the telephone manner, level of professionalism and customer service of each company.


    Information to look for and record includes:


    


    
      	Telephone manner – was your call answered promptly and courteously? Was it answered by a person or an automated service?




      	Knowledge of the person you spoke to – did they have the information you required or did they need to refer to company documents or someone else?




      	Did they ask for your details and show an interest in your exact requirements?




      	If they promised to send the information to you – did you get it promptly, or indeed at all? Was it exactly what you asked for or did you have to call again?




      	Was the literature that you received a cheap photocopy or a glossy brochure?




      	Did they have a good knowledge of the area and the local market?



    


    Eventually you will have drawn a good picture of the local competition. You should be able to assess if they have a large advertising budget, if they spend a lot on branding, if their website is up to date and user friendly, and if their staff are well trained and informed. Hopefully you will be able to take the best points of all of them and maybe spot areas they are lacking in, which you can improve upon or take advantage of.


    Tips for choosing a franchisor


    Becoming a franchisee is an excellent way to start a business. It is the route I initially considered before deciding to go it alone. The benefits of becoming a franchisee are:


    


    
      	Following a proven business concept




      	Support and training from experienced business owners




      	Faster initial growth




      	Marketing, IT and other systems in place




      	National (and often recognised) branding




      	Banks often look favourably upon established franchise models



    


    The downsides are:


    


    
      	High initial outlay and capital costs




      	Ongoing franchise management fees (usually between 8–12% of turnover)




      	Sales targets are often set by the franchisor




      	The geographic territory may restrict future growth




      	You may feel as though you do not have 100% control of the business



    


    
      ‘I seriously considered the franchise route as a way to start my business. A large percentage of new businesses fail within the first three years and franchising has a much higher success rate, typically as the business model has already been proven several times over. I firmly believe it is a good entry route. The two reasons I did not pursue this were the initial investment required and the fact that one of my aims was to have 100% say in every aspect of the business.’

    


    If you are considering this type of business, it is worth spending a lot of time investigating all the companies that offer franchise licenses. They all provide an information pack detailing all aspects of their proposition. The literature will allow you to narrow down the list. Most offer similar levels of back up and so on, but they vary from being new to franchising to more established brands. Plus, their franchise and license fees will vary.


    The second step is to check if the territory that you have decided to work in is available. You may have picked a certain town, but the franchisor may already have an operative in that town or one close by that has a claim on that area already.
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