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1
the first step

Are you the right type of person to be self-employed? Not everyone is. You will need motivation, organizational ability, time management skills, personal health and fitness and good communication skills. You will need to know whether your product or service will meet a market need. Study your competitors, make your own customer profile and, if possible, do a pilot scheme to make sure what you are offering actually works well for the customers you have in mind. A limited amount of market research will help you refine these ideas. Organizations such as Business Link are very helpful in these early stages.

This chapter concentrates on you and your business idea, urging you not to get carried away, but to seek advice from a partial observer. It suggests you define your product or service, research the market and identify your suppliers. It reminds you of the personal attributes you need and that you will also require good health, plenty of energy and total commitment.

 

The first thing anyone needs before setting up any kind of business is an idea, or perhaps more precisely the idea of starting in business at all.

Before the idea takes over too much, certain questions need to be asked in order to keep things realistic and in proportion – not to kill off the idea, but rather to have a controlled development of it.

Business Link managers say that the most important part of their counselling work for potential business start-ups lies in dissuading people from investing their life savings and re-mortgaging their houses for a business idea that is flawed and will never succeed.

A sound product or service

The first question to ask about your idea could take the following form: What precisely is the product or service I am going to offer? followed by the key question: Why should customers buy MY product or service rather than those which exist already?

Make a list of the good points about your product – they could form the basis of your marketing strategy.

The market need

As a small trader or partnership, you cannot afford to embark on a very large market research exercise, but it is worthwhile trying to establish whether what sells well to friends and colleagues, or business contacts, will be bought by others.

You can research the market in an informal way by asking friends, family and colleagues what they think of your idea. A more businesslike approach is to send out or give out a short questionnaire. You could do this at networking meetings, on-line, or with gatherings of family or friends. Expect a better response if you hand out the questionnaires personally and get people to complete them then and there.

Suppliers

If your business idea involves selling a product, you will need to obtain either the raw materials which you are going to transform into something else, or the components which will create your finished article.

Make a list of the components you need, and for each component write down the potential suppliers, their prices, delivery dates, settlement terms and product quality. Making such a list helps you to think clearly and objectively.

Personal attributes

The personal attribute most required is belief in the product or service you are about to sell. If you do not have absolute faith in your product or the quality of your service, you will never get your business off the ground.

You must try not to be put off if other people’s reactions do not initially match your enthusiasm.

Self-motivation

The belief in your product or service is the first step in self-motivation; what follows depends on your own ability to move off the starting line and keep up the momentum.

Sometimes people feel that those who have their own businesses are lucky, because they can suit themselves whether they work or not. To a certain extent this is true, of course: if you decide one morning that you would rather stay in bed than turn out in the cold to sell your product or service, that is up to you – your competitors will be delighted!

Organizational ability

An absolute requirement of anyone who starts a new business is the ability to operate in an organized way. You cannot work effectively in a muddle.

This has nothing to do with the workshop with wood shavings on the floor, or even the desk with papers strewn over it. This is the ability to know when and where the next appointment is, of having a system to pick up messages periodically, of dealing with correspondence quickly and efficiently, of being able to put your hand on specific pieces of information promptly and responding effectively to queries or enquiries.

Management of time

Whether you are the chairperson of an international business organization or a sole trader, the amount of time available to you is exactly the same: there are precisely 24 hours in the day for both parties.

How those 24 hours are utilized is where the differences arise. Chairs of multi-nationals probably have other people around them to ease the pressure on their time, while the sole trader more than likely has no such luxury, or at the best very limited help. The management of available time effectively is therefore significant, requiring, once again, a high degree of self-discipline.

One of the greatest causes of the mis-management of time is the very human one of doing those things which we want to do. You can always find a valid reason for putting off the unpleasant job. Plan what you have to do, how it is going to be done, where it is to be done, by when it has to be done. Why has it to be done at all?

Energy and health

You will find a lot of this initial activity both physically and mentally taxing, and you will need to be able to start each new day with a certain amount of zeal and enthusiasm. Even if you have been used to doing this sort of work before, the pressure of having your name ‘over the door’ adds an extra incentive to – and is a drain on – your energy resources.

Communication skills

In order to sell something, whether it is a product or a service, a certain degree of skill in communication is required. Spoken communication does not only apply to the selling situation, but is necessary for discussion with all sorts of people – potential customers, suppliers, reps, professional advisers, etc. These can be either face to face or via a telephone. The ability to be fluent and comprehensible, particularly on the telephone, is a skill to be developed.

One way of doing this is to record yourself – if possible making a real telephone call. When listening to it afterwards, do not think in general terms of how good or bad it is, but try to analyse: whether all the words can be clearly heard; whether you say a lot of ‘ums’ and ‘ers’; whether you repeat yourself too much; whether your voice sounds pleasant and friendly (try smiling down the phone). You need not be afraid of recording the other person, because that voice will not be heard on your tape.

Pilot scheme

Before committing yourself too deeply to your prospective business, it is quite a good idea to ‘test the water’. If it is possible, create a sample batch of your product, and embark on a selling exercise to test the reaction of potential buyers or outlets.

Try to gather as much useful information as possible during this exercise – pluses and minuses, assessing the strengths and weaknesses of what you have to offer, and the way in which you are presenting it.

Getting your business off the ground will often take a lot longer than you thought. There is a great deal to do in the early stages, and sometimes there are delays beyond your control. To minimize delay, invest time at these very early stages in learning how to do the research, the marketing and the selling in the most time- and cost-effective way.



2
business finance

Business finance will obviously be a very important part of your working life. How much will you charge for your product or service? A survey of your competitors on the internet will help you establish this. You may need some working capital to set up your business, and there are various avenues to explore, including bank loans and various grants. You will almost certainly need to make a Business Plan, and once you have been trading for a little while, will need to make and use a Cash Flow Forecast. Cash flow problems are one of the main causes of business failure, even in large international organizations.

This chapter gives guidance on establishing the cost price and selling price of your product or service. A Cash Flow Forecast formula and the basics of making a Business Plan are all part of your necessary business finance discipline.
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