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PART 1


Your Start Your Own Business Masterclass




Introduction


We owe it to ourselves to make our working life enjoyable, even if the main reason for it is to make money. The central principle of this book is that starting your own business can be the best feeling in the world. Free of the constraints of company life, and brimming with enthusiasm at the prospect of at last being able to realize the benefits of your own idea, you are all set to experience the thrill of being your own boss.


When you start your own business, you have total responsibility – that’s right, total responsibility. The glory is all yours when things go well, and of course the problems are all yours when they don’t. Therefore, as well as being a hugely rewarding experience, it can also be a very scary state of affairs – a world where there never seems to be a weekend because you can’t stop thinking about a problem or fretting over where the next payment is coming from.


This Part is intended for anyone who has decided to start their own business. It is designed to be your business companion. Running your own business is all about self-confidence. It’s essential that you believe that you are good at what you do.


Do it your way and make it work for you, because that’s what running your own business is all about.




Chapter 1


Getting started





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 – mental and financial – when things are going well. In this chapter we are going to work out exactly how you are going to turn what many would regard as an ordeal into the start of a fantastic success.


We are going to look at:


•  how to be honest with yourself about your offer


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


•  how to write a simple, realistic plan


•  working out the materials that you need


•  how to get it all under way.





Assume that you have something to offer


‘The beginning is half of every action.’


Greek proverb


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 because you probably wouldn’t be reading this book unless you were convinced that you have something to offer. 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.


•  I believe that there is a market for my product or service. (Whether this is actually true, and how you set about proving it to yourself, will come a little later.)


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


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


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


Thousands of people go through this 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.’


When people say this, they mean that they are thinking about important issues such as where exactly they are going to do their work and what their domestic arrangements are. Could they possibly accommodate getting everything done that they need to without disrupting all the other aspects of their life?


Secondly, there is your frame of mind: are you cut out to operate outside a conventional office environment? Could you cope without the interaction? Could you motivate yourself when no one is giving you a kick up the backside? It is essential that you feel good about yourself and what you have to offer.
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Feel good about your offer


You must genuinely believe that you can offer something of value to others; otherwise you should not take the plunge to start up on your own, or even be toying with the idea.
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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 successful way of doing things when in fact you don’t, so confront your own hubris and work it out privately before it trips you up.


You are starting your own business now, so you shouldn’t have to pretend about anything. In fact, 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. Don’t 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.


Consider your position with extreme care and as much objectivity as you can muster. Get a piece of paper. Write down what you want to do in your business. Stare at it for a bit, 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 come back, stare at your piece of paper again. Is your idea 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.


Research your market thoroughly


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


•  What demand is there for what I provide?


– If I am producing a product, who wants to buy it?


– If I am 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 me?


•  What price can I put on my product or service?


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


– What outside factors am I subject to?


– Can I influence these factors, or am I totally at their mercy?


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


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


– If so, why?


The questions are endless, but try to be like an inquisitive child and always ask why? three times in relation to every question.


Work out how much money you need


What is required here is not a forest of spreadsheets but 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  Initial investment


2  Monthly cash flow


3  The profit margin


Initial investment


Do you need to put any money in at all at the beginning? Just 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 they make on getting it back? Banks want interest. Investors want cash back. They don’t do it out of kindness.


If you really do conclude that you 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.


Monthly cash flow


Next comes the monthly cash flow or 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 has to be very, very realistic. You have to have a reasonable level of confidence that it is achievable otherwise you will have a disaster on your hands almost straight away. You need to distinguish carefully between income and profit. Income is not profit. You can have an infinite amount of income and yet still be making a whopping loss.


Calculate how much you need to make each month. Once you write it down, it’s more likely to happen. You can have a sensible minimum and maximum, but it’s 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 this, you will naturally build in time lags to reflect slow decision-making and slow payment.


The profit margin


The third thing is the profit margin. Ask yourself:


•  How much is it?


•  Does it vary depending on what I’ve sold?


•  Does it vary by month or season?


•  Does it fluctuate wildly and, if so, 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 me?


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


If you need it monthly, does this mean that your business plan does not include an amount for your own salary? If so, consider whether that is wise or realistic.


If you can take the profit annually, how are you keeping tabs on the surplus that you hope is building up? Can you equate it back to the running monthly amount?


The overall rule is to keep all this very simple.


Write a simple, realistic plan


Quite a few people starting a business write endless business plans before they start, and there’s nothing fundamentally wrong with that. However, it’s easy to get so involved in the spreadsheets and the financial projections of a plan that you 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:


1  Write JFMAMJJASOND along the top of the page to represent the 12 months of the year.


2  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.


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


4  Put the likely costs under each.


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


6  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.


7  Now go and do something else for a while.


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


This exercise will tell you something a great deal 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 fact, if you are, you should be a bit 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. 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.


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 done 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.


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 let you know that they might not be around for long? Customers are much more likely to be loyal to businesses that are reliable and consistent in their own right.


Get connected


These days, computers are an essential element of almost every business. They are not there to ruin your life but to make it easier. Put all your information in your personal organizer and computer, and back up your data regularly 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 taxman?


•  What is the best way of cataloguing your records?


•  What is the simplest way of doing all this?
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Make technology work for you


Don’t design your system around what the technology can do. Instead, decide what you want from it and design something around those needs. Some careful thought at this stage could save you hours of heartache in the future.
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Appoint a good accountant


There are whole books on this one subject, but let’s just 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 and, if so, how many?


•  How will your tax affairs be arranged?


•  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?


•  Have you considered national insurance?


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


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 a surprising number of people start their business without really addressing this issue. For example, if you are running a retail outlet, you need to resolve such questions as:


•  What stock do I need?


•  How much investment is that?


•  How quickly can I reorder?


•  Do I know where from?


•  Do I have the contacts?


•  Where will stock be stored?


•  Is it safe and secure?


•  Is it insured?


•  What system will I have for knowing when I am running out?


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


If you are selling a service, you will need to have as a minimum a clear description of what you are offering cogently written down. This might be in the form of a brochure containing 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 to state your terms of business. Most businesses start without these and only draw some up after their first debt. But the smart person has them from the beginning to set a precedent and head off financial problems from the off.


Here is a basic checklist of the tools you will need:






	• Description of your business
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	• Your CV
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	• Your clients
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	• Examples of what you offer
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	• Examples of what you have done for others
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	• Prices
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	• Terms of business
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Network constantly


The main burden of letting people know that you are open for business falls on you. You therefore need to overcome any shyness or reservations you may have about marketing your business.


Have business cards on you all the time, even for social occasions. This is where you may pick up much of your work. Once you start chatting, you’ll find that most people are interested in what you do. Without forcing your product or service on them, you will be able always to seem professional by letting them know what you offer and having your contact details to hand.


There’s 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 rings and a potential new customer says, ‘I met you once and now I have a need for what you do…’


‘Far and away the best prize that life offers is the chance to work hard at work worth doing.’


Theodore Roosevelt




Summary


This chapter has been about assuming that you have something to offer, banishing doubts, and working out why anyone should buy what you provide or produce. Being honest with yourself is crucial, because self-deception at this stage will lead to trouble later.


Researching your market thoroughly is important, because someone else may have already used that great idea you had in the pub. Work out how much money you need, and write a simple, realistic plan. Many a launch has been paralysed by constantly reworking the figures, so make clear decisions and move reasonably fast. Invest in a distinctive identity and make sure yours doesn’t look the same as anybody else’s.


Get connected, because you can’t work in a vacuum. Appoint a good accountant – if you mess up the accounts at the beginning, it will cost a lot more to unravel them later. Work out the materials you need, and network constantly without being irritating – people can’t use you if they don’t know you’re there.


Now you must make it happen: inertia ruins many a business.




Fact-check (answers at the back)


  1.   When starting your own business, what’s the right attitude to have?






	a)   A conviction that I have something to offer
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	b)   Someone else will do all the work
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	c)   It’ll never work
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	d)   I’m not much good at what I do
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  2.   How do you set about researching your market?






	a)   A quick skim should do the trick
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	b)   Ask around, but don’t worry about checking too much detail
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	c)   Do it thoroughly, using every source possible
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	d)   Do none and leave it to chance
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  3.   When it comes to money, what should you do?






	a)   Some rough calculations and then get started
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	b)   Spend months generating lots of spreadsheets
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	c)   Work out precisely how much money you need
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	d)   Calculate the first bit and then do the rest later
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  4.   What’s the best way to write a business plan?






	a)   Write a long, complicated one
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	b)   Get someone else to do it
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	c)   Copy someone else’s
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	d)   Write a simple, realistic one
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  5.   When it comes to your company identity, what should you do?






	a)   Avoid the cost altogether
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	b)   Imitate someone else’s
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	c)   Invest in a distinctive one
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	d)   Go for a cheap one
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  6.   When deciding how connected to make your business, what should you do?






	a)   Get thoroughly connected
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	b)   Go for the bare minimum
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	c)   Assume business will come to you
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	d)   Just use traditional methods
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  7.   What’s the right approach to accountants?






	a)   Avoid them – they’re too expensive
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	b)   Use one occasionally
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	c)   Appoint a good one
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	d)   Appoint one without much research
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  8.   What’s the best approach to materials?






	a)   Work it out as you go along
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	b)   Work out everything you need at the beginning
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	c)   Just get the bare minimum to start with
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	d)   Ignore it – something will crop up
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  9.   What should your approach to networking be?






	a)   Network constantly without being irritating
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	b)   Don’t bother – it’s not worth it
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	c)   Network with anyone you can get hold of
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	d)   Just do it occasionally
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10.   What’s the right approach to making things happen?






	a)   Delegate to someone else
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	b)   It’ll happen eventually
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	c)   Put it off and hope it all works out
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	d)   It’s my business so it’s my job to get it done
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Chapter 2


The right tools for the job





You instinctively know what you’ll need in order to start your business, that is to say the tangible items such as systems, stock, premises, materials and so on. With a little thought you can work out your computer software, how often to review the essentials, when to have meetings with your suppliers and associates, and so on. In this chapter we consider the less tangible items: the approaches and disciplines you need in order to motivate yourself to get things done.


A principal theme of this book is that the simpler things are, the better they work. In choosing the right tools for the job, you don’t need complicated systems or processes; in fact, they make it less likely that you’ll get the job done. Here we look at the elements you need in order to generate some initial business that will get you launched, and to keep it flowing in when you have so much else to do.


Now you’ll learn how to:


•  design your contact list


•  design your business ‘hit list’


•  keep the numbers manageable


•  work out what ratio of meetings generates how much work.





Write out your contact list


‘The first step to getting the things you want out of life is this: decide what you want.’


Ben Stein


The contact list is your lifeblood, and should be examined almost every working day. Start the first draft by writing down everyone you know with whom you could possibly do business and with whom you could get in touch. Ideally, it should only have the name of the person, the company and the date you last made contact with them on it.


Don’t be tempted to add other information. It will only distract you from the simple matter of picking up the telephone. Everything else is an irrelevant distraction. If you really do feel that you need more information, put it somewhere else. Don’t add extraneous detail to the list: it has no bearing on the likelihood of you making the call, organizing a meeting or achieving the thing that needs to be done, but simply blurs your ability to get on with the task in hand.


Every time you speak to someone or meet up with them, write the date down and put their details to the top of the list. This becomes your ready-made recall system. Every time you have a spare moment, look at the very bottom of the list to see who you haven’t been in touch with for some time. Having contact details in a different place from your to-do list doesn’t work very well because it just gives you another reason for you not to call.


Using the contact list


Having this list means that you can never legitimately claim that you have nothing to do. If you ever do find yourself believing that this is the case (very unlikely when you work on your own, but let’s just suspend disbelief for the moment), then you simply go to the bottom of your contact list and call that person for a catch up. If you fix a meeting or do get work as a result of that call, you might give yourself the afternoon off. That’s down to you, because only you know whether you deserve it.


After some months have elapsed, draw a ‘pester line’ at a certain date when you believe it’s appropriate to call them again. If you call more than once a month you are probably pestering, but the appropriate frequency will depend on the nature of your business. Every six months is likely to be ideal in a service business where you are involved in one or two projects a year. But if you leave it a year, many of your contacts may have left their company or changed their job description. So work out a frequency of contact that suits the nature of your business, and adjust it if it doesn’t seem to be working.


When you call a contact, always tell them when you last spoke or met. They will be impressed by your efficiency. If you have judged the frequency right, the most likely reaction will be, ‘Wow, was it that long ago?’ This proves that your call is timely, that it is not pestering, and that it represents an appropriate ‘keeping in touch’ exercise. If they ask you to call back on a certain date, write this date in your personal organizer immediately, and call exactly when they said you should. This level of efficiency confirms that, if you do eventually do some work for them, you will definitely deliver what you say.
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Don’t overstep the ‘pester line’


Keep a constant check on your frequency of contact. If you overdo it, and people start receiving your unwanted solicitations, you’ll begin to tarnish your reputation (in other words, you will have overstepped the pester line). You will also be dissipating too much of your time on people who aren’t interested in what you have to offer anyway.
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How many contacts?


The number of people on your contact list needs constant scrutiny. If there are more than 500 on the list at the outset, you are either fooling yourself or spreading yourself too thinly. It is much better to have a smaller number of viable, genuine prospects than a huge list full of people you don’t really know.


On the other hand, if there are fewer than 100 contacts on the list at the outset, your business may well not be viable. If you have been honest with yourself, then you should have judged this correctly. You need a decent universe against which to apply the normal laws of probability. If you are utterly charmed, it is possible that you could sustain a living on five customers who give you precisely the amount of work that you want exactly when you need it, but it’s very unlikely.


In the start-up phase of a service business, you are allowed to have only 50 contacts, but you will definitely need 100 within three months. It’s also worth considering whether your founder customers will continue to be long-standing customers and, if so, for how long. You will soon conclude that some will fall away, leaving the onus on you to develop fresh contacts. Be careful to consider this issue early; otherwise, by the time you spot it in the normal run of things, you will already need the new work, and you will be dismayed by the time lag until new work materializes.




Scary but true


If you cannot generate 50 genuine contacts in the start-up phase of a service business, you should probably not be working on your own.





Write out your new business ‘hit list’


Another essential tool is the new business ‘hit list’. This is a list of everyone you want to get in touch with but have not yet contacted. Generate this hit list once your contact list has taken shape. You need to think carefully and broadly about anyone who could have a bearing on the success of your business. This is not a cynical exercise in exploitation. It is simply casting the net as widely as possible to make the most of the potential contacts that you have. Take your time. This list will not appear as if by magic; you need to rack your brains a bit.


•  Don’t think only of the one person you know at a company.


•  What about their colleagues, bosses and assistants?


•  Would approaching several be more advantageous than one only?


•  Have you considered friends with interesting jobs?


•  Have you reviewed categories where you have related experience?


•  Have you scoured the trade press?


•  Have you remembered all your past colleagues who have moved on to other things?


•  Think back a long way; you may surprise yourself.


•  Have you included those who are still at your former places of work?


As a rule of thumb, most of those on this list should be people you don’t know, whereas by definition those on the contact list will be known to you, if only initially via a phone conversation.


Put the phone number by every one of them


This may sound pedantic but human nature will dictate that, if the phone number isn’t by the name, you have another excuse not to make the call. You will soon realize that, when you work for yourself, making excuses is a form of personal insult. You are effectively saying that you are happy to let yourself get away with it. Well, don’t! If the number is by the name, you have no excuse. Now make the calls (see also Chapter 5, ‘Taming the telephone’).


Do everything as soon as you think of it


This is a truism, but it really does work. Think about it. Things either are or they aren’t. Have you made the call or not? When you think of something, try to do it immediately. Of course, you cannot literally do everything at once, but what you can do is write down everything that needs doing in a sensible order and work your way through it systematically. This is the way to make things happen. You have a great advantage here: whereas in an office other members of staff keep interrupting you, if you are running your own business, these interruptions are far less frequent so you can get a great deal more done. Ten phone calls in less than an hour? No problem.
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Do it when you think of it


‘Think, do’ is one of the most fundamental principles of the successful businessperson.
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Keep the hit list realistic


Constantly review your hit list to see whether you are being realistic. There is no merit in generating a vast list of prospects to call just to make yourself feel good, when in truth you are unlikely to get round to calling them all, or if you might not get through to many of them, let alone get work as a result. Refine your thinking regularly by asking yourself direct questions.


•  Where am I likely to have most success?


•  Why is a certain approach not working?


•  What new approach might work?


•  How can I apply one set of skills to another market?


•  Have I overlooked an obvious source of business?


•  What type of work do I enjoy most?


•  Where do I make the best margin?


•  Which examples of my previous work are most impressive?


Now start getting the list into some sort of priority order. Put the hottest prospects at the top and revise the order when things change.


As we have seen, it takes less than an hour to make ten phone calls, which of course means that making fewer than ten calls in an hour indicates that you are probably being lazy. You cannot claim that you don’t have the time.


Keep the numbers of people on your hit list manageable. If you have any more than 50, you will faze yourself and do nothing, as if you are facing a plate with too much food on it. If you have trouble tackling a list of this size, break it down into manageable chunks that suit you, perhaps into groups of six or ten. Try colour-coding them so that you can distinguish one set from the other.


If your first system doesn’t work, simply admit it and invent a new one. Remember, any system is entirely for your own convenience and you don’t have to discuss it with anyone else. Just make it work for you.


Invent new ideas for contacting someone


Bright ideas appropriately suggested are always interesting to people, so be vigilant about issues and trends. Pick up on articles in the trade press. Track the movements of people and ideas. It works well when you ring up and say that you’ve noticed something relevant to them and have a suggestion. It shows that you are on the ball and makes it easier to get work. If you are selling products, keep re-analysing their appeal to your customer base.


•  What’s ‘in’ or ‘cool’ at the moment?


•  Do my products fit that mood?


•  Can I extend my range?


•  What if I run a promotion?


•  What if I alter my pricing?


•  How about some local marketing?


•  Are my marketing materials out of date or looking a bit tired?


•  Are there any seasonal events that I should be capitalizing on?




Who should move to my contact list?


The definition of a contact is someone you have met or someone with whom you have had a proper phone conversation. Every time you get through to someone, move them from your hit list to your contact list. At a bare minimum, you will have explained who you are, provided your details and discussed the possibility of work at some point in the future.


Never have someone on your contact list who should be on your new business hit list. They are not a genuine contact until you have spoken to them properly or met them and discussed at least the possibility of working together.





Setting up meetings


In the early days, you need to pull out all the stops to generate some critical mass. That means a lot of meetings and probably a lot of coffee. Try to arrange 20–30 meetings over the first four to six weeks, but keep the meetings short and get to the point. You are a busy person and so are your potential customers. Never book more than four half-hour meetings in a day. You will lose energy and become bored with repeatedly describing what you do. Two meetings a day is ideal. Later on, when you have some paying customers, you can reduce this number and be choosier but, to start with, there is no substitute for putting in the hard work.


The psychology of all this is as follows:


•  The amount of business you think you currently have probably isn’t as much as you think.


•  Something unexpected will happen, so you need contingency income.


•  The law of averages will ensure that you will only get a percentage of the business you are aiming for, so you need to work out your ‘strike rate’.


•  The number of contacts you need in order to fuel your business will be significantly greater than the number of customers or projects that you actually need to run a viable business, so you have to over-compensate, particularly in the start-up phase.


Many people make the classic mistake of arranging meetings and then cancelling them because they are overwhelmed with work. If you think about it, you’ll realize that the person you have let down could make a number of assumptions. If you are incredibly lucky, they will be impressed that you are so much in demand, but the more likely reaction is that they now think you are a one-man band who is unable to cope – which means that you certainly won’t be able to handle whatever they might have in mind. Goodbye, customer!
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Never cancel a new business meeting because you’re ‘too busy’


Saying, ‘I'm sorry, I can't make it because I have too much on’ is risky: you may well never get the meeting again, so say yes and just work harder for a brief period.
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The telephone is the third essential string to your bow, and we are going to get to grips with it in detail in Chapter 5. If you have a particular issue with ‘cold calling’ or any other aspect of phoning people, you might want to read that chapter now. If not, don’t worry for the moment. It’s not nearly as daunting as you may think. Meanwhile, assuming that you have successfully established your two lists, you have the right tools for the job and you are ready to do business.




Summary


In this chapter you learned how to write up and manage your contact list and new business hit list, to work out who you know, who you don’t know and who you want to know. Writing down everyone you want to get in touch with will generate a list of your first potential customers.


Try to do everything when you think of it, otherwise things will drift. ‘Think, do’ is a good mantra. Constantly review the lists to see whether you are being realistic, and if one area of solicitation isn’t working, try another. Keep the numbers manageable, because the big picture can paralyse you. Break it down into bite-size chunks, and keep inventing new ideas for contacting someone.


Every time you get through to someone on your hit list, move them to your contact list. By knowing when you last spoke, you can work out when it might be appropriate to contact them again.


There’s no substitute for meeting, talking and suggesting ideas. Never cancel a new business meeting because you are ‘too busy’: you may never get the meeting back in the diary.




Fact-check (answers at the back)


  1.   What’s the best way to make a contact list?






	a)   Keep your contacts in various places such as your phone, computer and notebooks
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	b)   Don’t have one – it gets in the way of getting stuff done
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	c)   Have it all in the same place with everyone on it who could give you business
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	d)   Use a spreadsheet
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  2.   What’s the best way to write a new business hit list?






	a)   Write down details of everyone you want to get in touch with
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	b)   Write down the top ten and start with them
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	c)   Just do a few each month
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	d)   Don’t write it down – let leads evolve organically
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  3.   What’s the most effective way to make sure you call someone?






	a)   Put the phone number by every contact on your list
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	b)   Have a list of prospects and their numbers programmed into your phone
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	c)   Have a spreadsheet of names and a separate one for numbers
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	d)   Choose a name and then look up their number, wherever it is
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  4.   With small tasks, what’s the best way to get everything done?






	a)   Write a long list
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	b)   Write a short list
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	c)   Don’t write a list
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	d)   Do everything when you think of it
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  5.   What’s the best way to manage a list of business prospects?






	a)   Look at it every day, regardless of whether you are going to take action
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	b)   Don’t look at it much
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	c)   Constantly review the list to see if you are being realistic
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	d)   Only look at it when you need more business
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  6.   What’s the best way to manage a contact list?






	a)   Make it as big as possible
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	b)   Make it as small as possible
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	c)   Just pick out the bits you fancy
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	d)   Keep the numbers manageable


	[image: image]








  7.   What’s the best way to secure new business?






	a)   Keep telling them the same thing until they get it
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	b)   Keep inventing new ideas for contacting them
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	c)   Tell them once and leave them to it
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	d)   Say you’ll call back but then not bother
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  8.   Every time you get through to someone, what should you do with your contact list?






	a)   Update it straight away
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	b)   Get excited and go to the pub
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	c)   Update it later
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	d)   Tell someone else to update it
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  9.   How many meetings should you aim to fix up in your first four to six weeks?






	a)   One or two
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	b)   Five to ten
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	c)   20–30
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	d)   50 +
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10.   You have a new business meeting in three hours and you are very busy. What do you do?






	a)   Cancel it at the last minute
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	b)   Go anyway
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	c)   Send someone else
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	d)   Cancel it now
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Chapter 3


Getting the money right





Whatever you do to make a living, and no matter how much you absolutely love it, there is no point in doing it unless you make a sensible amount of money for the effort you put in. So you really owe it to yourself to get the money side of things right. So how exactly do you set about that?


You need to be vigilant about your financial state, but not to the point of micromanagement. Most successful businesses do the right things first and the money follows thereafter.


Now we are going to look at:


•  how to concentrate on the money but not become obsessed with it


•  weighing up the service vs product distinction


•  how to work out the price–quality equation


•  not being small-minded about money.





Concentrate on the money


The dreaded money, the filthy lucre. Yes, it’s true: from now on, when you discuss money, it will be not in some abstract way based on a remote budget that was agreed by someone you have never met. It will be a highly personal matter.


Now that you are running your own business, every time you discuss money it will all be your personal money, so you need to concentrate hard. It has been said that you don’t really appreciate what running your own business means until you have experienced a bad debt, so it‘s essential that you become comfortable talking about money straight away (but without becoming obsessed by it). If you don’t, you will probably agree to produce unspecified amounts of work over unclear time periods. In some instances you might not be paid at all.


Alternatively, you may consistently sell products at margins so low that your business will not be viable. Although this sounds obvious, huge numbers of business people pursue a large volume of sales so that they can brag about the scale of their operation. They crow about turnover, but frequently they are barely making a profit. There is no merit whatsoever in rushing around all year creating things to do when you aren’t actually making money. It doesn’t make any sense. So address it by keeping a very close eye on your margin, and by constantly questioning why you are doing what you are doing.


Weigh up the service versus product distinction


It’s difficult to give general guidelines about how to handle money without distinguishing between service- and product-based businesses. If you sell any form of product, then the basic equation of your business will be based on the cost of making or acquiring it in relation to the amount for which you sell it. That’s your margin, or, put another way, ‘materials with mark-up’. These businesses are almost always less profitable than service businesses that can attribute an acceptable price for an idea or a thing done (unless you are manufacturing a product with such enormous economies of scale that the amount of cash coming in makes the point irrelevant).


Of course, that is a sweeping generalization, but it stands to reason that it is usually easier for a potential customer to attribute a perceived value to a tangible item than it is to an intangible one. In addition, services and ideas often cost nothing other than your time and talent to create. Therefore in theory the price of a service or idea is limitless, whereas that of an item probably has a limit beyond which the market is unlikely to go. Consider this principle in relation to your own business. Ask yourself:


•  What level of mark-up will my customers accept?


•  What can I do to make what I provide worth more?


•  Do I have enough services on offer to increase my average margin?


•  Is my pricing appropriate for what I provide?


Sell what you do rather than materials with mark-up


Many other things can make an enormous difference to your profitability. Your talents theoretically have a limitless price. That means that, within certain sensible parameters, you can charge what you want. Materials are finite and have an approximate known price, so a competitor can often undercut you and so decrease your margin. The smartest businesses do not sell materials or any fixed-price service. They sell experience and ideas. This is not a way to rip off customers – quite the opposite, in fact.


The answer to the question of how much you can charge is fascinating. Some potential customers will not have the foresight to estimate (or, in their eyes, speculate wildly) what they might gain by engaging your services. In which case, they won’t answer the question or will not be prepared to say that the answer might be quite a large figure. This means either that they are not a genuine potential customer or that they will be a penny-pinching bad one, which means that you should not be pursuing their business anyway.


An enlightened potential customer will rapidly be able to put a likely figure on what they stand to gain (or not lose) from your involvement, and they will be big enough to tell you the true amount. Once you get into honest conversations of this type, you can forge a direct link between your price and the customer benefit. After a number of similar conversations, you may well have enough evidence and confidence to double your prices.
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Sell the benefits of your offer


The most powerful question you can ask a client or customer is, ‘If I fix X, what is it worth to your business?’
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The price–quality equation


If you cost a lot, you must be good


What do you deduce about two products of similar type, one of which costs £2,000 and the other £200? The more expensive one is probably better made and so of higher quality. It may well have a cachet or brand value to which potential buyers aspire. There is nothing wrong with it being more expensive, assuming that there are people who appreciate those qualities and are prepared to pay for it. No matter how disparaging one chooses to be about products and services that are ‘expensive’, one is eventually forced to admit that, one way or another, there must be a demand for them or they would not remain on the market.


In which case, what would you deduce about two people offering a service, one of whom commands a fee of £2,000 a day and the other £200? The more expensive person is likely to be more experienced and therefore their service will be of higher quality. This is self-fulfilling because, if they are not, then in a fairly short time they will not generate any repeat business and will soon have to reduce their prices or fail as an enterprise. It may be something of a rhetorical question, but which of these two people would you rather be? If you think it through carefully, you will pretty much always look enviously upon someone who is successful in a particular field and come to the following conclusion:


If they cost a lot, they must be good


This is, of course, the reaction that you should aim to invoke in your customers and competitors. Your central maxim should be: charge a premium price and do a great job.
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Charge a premium price and do a great job


Clearly there has to be an appropriate balance between price and delivery but, in the main, you should always place the maximum possible value on what you have to offer.
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How to have a healthy margin


If you run a service business, aim to resist the temptation to have offices, a partner, a secretary, and any other baggage. You may well be able to operate without them so, before you tear off and spend a fortune on things you may not actually need, consider these questions:


•  Could you do without offices by working from home?


•  If you cannot work from home, is there an elegant alternative?


•  Could you operate without a formal business partner?


•  Could you have less prescribed arrangements where you can bring help in as and when work dictates?


•  Could you survive without delegating anything?


•  With a little ingenuity and re-engineering, could you do everything you need to do yourself?


•  Could you pay yourself less for a while?


If the answer is yes to any or all of these, you can have a near-infinite margin.





The benefits of working alone


Ever heard of ‘high-maintenance’ members of staff? One of the most time-consuming issues in any business is other people. No one is suggesting that you become a hermit, and it may well be that your business genuinely cannot function without a workforce. However, if you are working for yourself, you do at least have the option to consider structuring a business that minimizes the effect others can have on your fortunes. So you owe it to yourself to consider whether there is any possibility that you could run your business without anyone else. If there is any chance that you might, it is a strongly recommended option. Why? Because when you are on your own you:


•  make clearer decisions


•  make faster decisions


•  do business in your own unique style


•  avoid having to deal with politics


•  do not have to feel guilty about relationships with colleagues


•  can experience a truly direct link between effort and reward.


Aim for repeat business


You should aim for 50 per cent repeat business within three years. If this aim frightens you, there’s something wrong with your ambitions. Do you expect your customers to be pleased with the work you do? If the answer is yes, which it certainly should be, then you should expect further work in due course. If you are selling products, there is still a service element to what you do, so your objective must be to have your customers coming back. Even taking account of the random availability of projects, seasonal factors and the cyclical nature of certain markets, you should always aspire to getting more business from at least half your existing customers.


You should also track satisfied customers when they move house, move to new jobs or have any other change of circumstances. Whatever has happened, they will be confronted by a whole new set of issues, many of which you may well be able to address. In a service business in particular, it is important to go and have a coffee with people when they move. It is flattering for them, it gives you a flavour of their new set-up and there is always something new to discuss.


Of course, aiming for 50 per cent could be criticized as banal. Who in their right mind would aim for a percentage? It is merely a figure that will fluctuate anyway, depending on the size and shape of the other elements in your business. Fair enough. What should make sense, though, are the parameters above and below which repeat purchase levels should not rise or fall. If you have 100 per cent repeat business, then the corollary is that you have no new business. This is not good. If you have no repeat business, then you would certainly be worried about the quality and value of what you produce and the long-term prospects for your business, if only judged by word-of-mouth recommendation and customer satisfaction. And if you had a fantastic run of new business, then you would not mind at all if your repeat percentage fell. So perhaps we should conclude that the percentage should be no lower than 30 per cent and no higher than 70 per cent in any given year.


‘We have no money so we will have to think.’


Lord Rutherford


Don’t be small-minded about money


Think big. Now that you will probably have to type all your own invoices and do your own VAT return, don’t waste time with bits and pieces that don’t get you anywhere. When quoting and invoicing, stick to units of hundreds or thousands of pounds. It is difficult to generalize here, but the basic rule is not to dither about with small fractions that don’t really add to your profit, but which infuriate you when doing the books. Keep it simple and round the figures up or down (preferably up) in order to get the job done quickly and efficiently. In some instances you may lose a little on price, and in others you may gain a little, but you will save hours of fiddling about with pounds and pence.


This is an extension of the ‘successful people buy in bulk’ principle, and it applies to anyone who works on their own. In a service business, be generous and broad-minded. Buy the client lunch and pay for your own travel. Don’t forget that your accountant can make allowances for all sorts of things and tidy up all the details at the end of the year. That’s what you pay them for.




Successful business people buy in bulk


This is so that they don’t have to waste time perpetually buying individual small units of a given item. This applies to pretty much everything: paper, paper clips, printer cartridges, stamps, envelopes – that rather irritating list of stuff which has to be bought but doesn’t really seem to have a bearing on anything. No matter what your business, don’t be petty about these expenses. If at all possible, never charge them to the customer but, if appropriate, build a suitable margin into your prices to allow for any extra services that you would normally wish to offer them.





Considering requests for free or ‘win only’ work


‘Share in our success or failure’ was one of the worst traits of the dot.com boom of the late 1990s. This is a euphemism for ‘I won’t pay for anything unless things have gone really well and I decide that I can afford it.’ The main rule here is never to give anything away for free unless you have an overwhelming reason for doing so. When people ask why you won’t do speculative work, the best answer is, ‘Because I don’t need to.’ There really is no response to that.


Although there is usually no reason to give your time away for free, you do of course reserve the right to charge less or provide free work if you deem it appropriate. You should try not to, but you are the best judge of any given state of affairs, and the joy of running your own business is that you don’t have to discuss your decision with anyone else.


Here are some possible reasons why you might want to provide something free or at a reduced price:


•  It will lead to repeat business


•  It will lead to new business


•  It’s part of a much bigger deal


•  It’s a highly valued customer


•  Because you can.


One other way of thinking about offering free work is to donate your time and know-how to a worthy cause. If you have had a really good year, why not offer to work free for a charity for a limited period? Your expertise may well be worth significantly more than any donation you might ordinarily make, and skills are often more useful than cash. No money needs to change hands and you can add their name to your client list and use it as part of your sales patter.




Summary


In this chapter we looked at the money side of your business and how to generate a healthy margin. You learned that being obsessed with money and wandering round with a spreadsheet all day are not how to get the business working. Ask yourself whether you are offering a service, a product or both, and try to sell what you do, not materials with mark-up. Products have price points that are easier for the customer to guess, whereas services can be priceless. Can you offer something that relies purely on your skill or experience?


Consider the price–quality equation: if you cost a lot, you must be good. People like to pay for high-quality goods and services, so don’t sell yourself cheap. If you can earn a living and stay sane on your own, you can avoid the most time-consuming issue: other people. Aim for 50 per cent repeat business within three years, and aspire to the high standards that generate it. Don’t be small-minded about money: speculate and you’ll accumulate. Don’t go bust by spending your first year behaving like a charity, but be canny about requests for free or ‘win only’ work.
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