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Introduction



Anyone who has seen Dragons’ Den will know that the way we analyse an investment is by asking questions – what’s the profit, what are the projections, who are the main rivals, and so on. Given the popularity of the show, I’m surprised how few people have realised that it’s not just investors who should be asking these questions. Whether you run your own company or are employed by someone else, asking some Dragon-style questions about the state of your business will help you maximise your return, or plot the fastest route to the top.


The questions in this book are designed to help you analyse the strengths and weaknesses of your business and your industry, as well as yourself. If you want to know why you’re not making much in the way of profits, or are stuck in a mid-ranking position, then figuring out honest answers to these questions will help you understand why. Once you’ve come up with your answers, you’ll be able to start making changes that will transform your working life.


It doesn’t matter if your career started 20 years ago or 20 days ago, we should all be asking ourselves the same questions: where are the opportunities, am I getting paid enough, who should I be working with, what’s the next big thing? Whether you want to impress the boss or you are the boss, the questions in this book are designed to help you get the most out of every working day.


Duncan Bannatyne


March 2012
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What’s my bestselling line?


IT’S AMAZING HOW MANY BUSINESS OWNERS AND departmental managers can’t answer this question. It doesn’t matter whether you’re in retail or the service sector, every business sells things and if you want your business to succeed, you need to know what you sell the most of.


Take my hotel business as an example. I need to know if I sell more weekend breaks or more midweek breaks. I also need to know if I sell more chicken or fish dinners in our restaurants. And in our spas, I need to know if people are ordering more massages or more manicures. Why do I need to know these things? Because if I can work out why one product is selling better than another, then I can use that information to a) sell more of it, but b) sell more of everything else too.


To work out your bestselling line, you first have to get hold of accurate sales figures for each of your products and/or services. It’s amazing how many businesses never bother to find this information out, relying instead on hunches and anecdotes. It’s usually because they don’t have the right systems in place for collecting the data, which means getting accurate figures is so time-consuming they never bother. Their sales data sits on individual desks or computers and is never properly collated. Or they might have an order book and a sales chart but never compare the two. Every manager has their sales data somewhere in their system but some have to look harder for it than others. Which means that if you run or are employed by a business that doesn’t harvest and process this kind of data properly, you can engineer an easy win for yourself by being the person who puts new data-collection systems in place. If you become the person who collects this information, you will find you soon have a great deal of power within your organisation.


Analysing the data


Once you’ve got your sales data, you need to analyse it to work out why one line sells better than another. Generally, consumers make their purchases based on one of four things: price, quality, service and convenience. However, other factors like fashion, branding, money-off coupons or a persuasive sales pitch can also make a difference. You need to scrutinise the data to look for correlations between your sales figures and other factors. For instance, look to see if there is a relationship between a recent advertising campaign and an uptake in demand, or if certain products sell well in certain price brackets. Perhaps you’re selling more of something because it is prominently displayed, either on your home page or on your shop floor. Depending on your business, you might also look to see if you sell more at the end of the month, or the beginning of the day, or during the school holidays.


Your data should also tell you how you get most of your sales – online, in person, over the phone, or maybe through an affiliate. This can help you target your resources to clinch future sales, and the further you burrow down into the data, the more information you’ll find to help increase sales. The more data you collect, the more useful it will be: gathering sales figures over time lets you spot trends and can tell you if you’re selling more of a particular product than you did this time last year, or if your sales are declining.


Once you’ve spotted these patterns and correlations, the next step is to ask yourself why your sales data is telling you these things. The correlation between an advertising campaign and a spike in sales is pretty bloody obvious, but other factors might take a little detective work to uncover. Perhaps the staff who sell your goods and services have been better trained to sell one product over another. Maybe the supplier gives them promotional material that helps them close a sale, maybe one offers better value to the end user, or maybe your sales team use the product personally and their passion for it shines through when they talk to customers.


There is one extraordinarily simple way to find out why your customers choose one product over another – and that’s to ask them. Consumers have got used to being asked for feedback. Where did you hear about us? Who helped you with your purchase today? It doesn’t matter whether you ask your customers in a formal questionnaire, or if you get your sales team to ask them why they’ve chosen a particular product at the point of sale, or whether you just call up a handful of key clients and ask them for their thoughts: it only matters that you ask.


Using the data


Once you’ve found out why customers buy certain products, you need to start putting the information you’ve uncovered to good use. If you use the data correctly, your bestselling line will start to sell even better.


For instance, you should now be able to predict with greater accuracy how many of a particular product you will sell at any given time, which means you can look at your stock-control processes and make sure that you never run out of your key product. You can make sure you have the staff in place to deal with demand at key times and that they are trained to deal with enquiries or problems. And if you know you can sell more of a particular product, then you will be in a strong position to negotiate better terms with suppliers, which in turn means you can make more of a profit on each sale.


The data you gather about your bestselling line can also help you boost the sales of other products and services. If your research tells you that better training, or better promotional literature, or a different price bracket has boosted the sales of one product, then it makes sense to apply those techniques to all your products and services. Might a few days of training lead to years of increased sales? Might a small investment in promotional discounts lead to increased enquiries from customers?


Finally, when you look at your sales data, you should also be asking yourself a supplementary question: what’s not selling? Does your company offer products or services that no one is interested in? Are there goods taking up space in your warehouse that no one wants? Are you training staff to provide manicures when most of your customers want massages? Not only can you maximise your profits on the lines that are selling, but you can use this data to cut your losses on the products that not enough people want.
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Who’s my successor?


IN 1997, I RECEIVED THE CV OF A YOUNG ACCOUNTANT called Nigel Armstrong. He hadn’t passed all the exams needed to become a chartered accountant, but he had worked for another local entrepreneur and his covering letter said he was looking for an opportunity to do more than crunch numbers. I invited him in for a chat and ended up offering him the position of financial controller in my new health club business. I could have told you back then that Nigel had a long-term future at Bannatyne Fitness: after 14 years of hard work and dedication, he’s now our chief executive.


The issue of succession is vitally important to businesses. If all your company’s talent, contacts and drive come from the same person, the business becomes worthless if that person decides to leave. And if you are the founder of a business where the workforce relies on you for everything, you will never be able to move on without your business suffering. Identifying and mentoring your successor is one of the ways in which you ensure your business continues to flourish. As we’ll see shortly, it isn’t just entrepreneurs who need to know who will sit at their desk one day – managers need to know this too.


One of the best examples of how important succession is comes from Apple Inc. When Steve Jobs, one of the original founders of Apple, returned to the organisation in 1997, the company was on its knees. Its share price was on the floor, its sales were on the slide and Apple was seen as a niche computer manufacturer for geeks. And then along came the iMac, followed by the iPod. And iTunes and iPhones and iPads and all those Apple stores where hundreds of thousands of customers play with gadgets for hundreds of thousands of hours. Steve Jobs utterly transformed Apple and sent its share price into the stratosphere. And then it was announced that Steve Jobs was ill and was stepping aside while he received treatment for pancreatic cancer. There were many, many commentators who were convinced that Jobs’ absence would see the collapse of Apple. It didn’t, because the man Jobs had handpicked to take over from him was ready and able to take on the biggest job in technology.


Tim Cook was the chief operating officer of Apple and had been responsible for the day-to-day running of the vast tech giant for years. Cook’s firm hand on the tiller had actually enabled Jobs to spend his time as the company’s chief visionary, someone who could work with and inspire the developers and programmers to come up with new products and software. When Jobs took time off, investors knew that Cook could keep the company running and that there would be a string of innovative products coming to the market.


When Jobs returned to the company after receiving a liver transplant, it was clear from looking at him that he had been incredibly ill. He was gaunt, he was greyer, he was weaker, and there were many people both in and outside the company who assumed he was dying. His return to the top job was only temporary. Everyone knew it, and everyone at Apple prepared for it. So when Steve Jobs stepped down as CEO for a second time in the spring of 2011, the share price hardly moved. Investors, customers and employees knew that while things weren’t going well for Jobs, things were doing just fine at Apple. Within a few months of Cook taking over, Apple became the most valuable company on the planet. If Apple had not handled the succession so well, the company could have experienced a different fate at the hands of the stock market when Jobs’ death was announced in October 2011.


If I hadn’t spotted Nigel Armstrong’s abilities and prepared him for the top job, then I wouldn’t have time to write books and make TV programmes. And it’s not just me who benefits: the rest of the staff do too. They know that if anything happens to me, the business will not suffer. And for businesses that have shareholders, a succession plan for senior members of staff offers their investors security.


There’s a reason why so many organisations fail when it comes to succession, and it usually comes down to ego, especially when founders of companies are involved. Most people in positions of power like to think that they are irreplaceable and some even actively push away anyone able enough to be a threat to their authority. Of course, in strengthening their own position, they weaken their company’s standing. And if they ever change their mind and decide the time is right to move on, they may very well find they are trapped.


Who should you be looking for?


The ideal person to succeed you in your current role is someone who is better at it than you, because that way you can move on and not worry about what you’ve left behind. A good and able successor is the person who allows you to fulfil your potential. This is particularly true of managers wanting to move up the career ladder: imagine how much easier it is for your boss to promote you if you both know that your existing role will be filled by the right person.


The ideal candidate to succeed you should be as ambitious for success as you were when you started in the role, and just as passionate about the company as you are. Everything else is up for grabs. They might be better at accounts than you, or sales, or team-building, or they might be worse at those things – what matters is that they have an understanding of why your company, or department, is successful and how that success has been achieved. Whatever skills they lack can be hired in so that your successor is free to lead and play to their strengths, just as you have done.


Companies thrive when they find the right balance between stability and innovation. You don’t, therefore, want your successor to be a carbon copy of you, as that would lead to stagnation, but you do want someone who shares enough of your values and attributes so that the company doesn’t have the business equivalent of a heart attack. The ideal successor will share enough of your values to ensure continuity, but be sufficiently distinct so that the business keeps moving forward.


In my experience, letting people know that you won’t always be around is a great way of motivating them, especially if you are the founder of a company. Put yourself in their shoes: are they going to want to work for a company where their potential will be fulfilled, or one where their ambition will be kept in check by your continued presence in the CEO’s chair? You don’t have to promise people that you’ll step aside and give them your job, but if they know that they might eventually sit at your desk, then you will motivate them and inspire them. I never said to Nigel that he would one day be running the company, but I certainly told him that there would always be opportunities for advancement if he showed the right qualities.


Over the years, I found projects to give Nigel to see how he would get on, and I tested him to make sure that he had the skills and abilities to take on more responsibilities. We both knew that he couldn’t become the company’s finance director because he didn’t have the right accountancy qualifications, so we both looked for opportunities for him to get involved in the general management of the business. In due course, he became the managing director and is now the CEO.


If Nigel hadn’t come to work with me, I would have either groomed someone else in the organisation to take on the top job, or I would have kept a close eye on people working in other organisations. If Nigel resigned tomorrow, I know whose number I would call to replace him, because I pay attention when I meet people from other organisations – not just our rival health clubs – and if one of them strikes me as the kind of leader who could keep moving Bannatyne Fitness forward, then I follow their career very closely.


The reality of modern business is that workforces are highly mobile and the best people will always be headhunted by rivals. And even if you offer them incentives to stay, there will come a time when ambitious people want a change and there will be nothing you can do to hold on to them. The success of your business, therefore, will depend at some point on your ability to appoint the right person to the right job, especially if that job is currently yours.
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Who’s my biggest rival?


RIVALS ARE REALLY IMPORTANT IN BUSINESS, JUST AS THEY are in sport. Think of local derby football matches: they’re usually harder fought and produce more goals. Think of Usain Bolt: his success, in part, is down to the fact that Jamaica has produced so many fast sprinters in the past decade, and every one of them has pushed him to go faster. A good rival is nothing to be afraid of. A good rival is actually your best friend.


At Bannatyne Fitness, it’s not always easy to say who our biggest rival is. You might think it’s the other fitness operators, like LA Fitness or Esporta, but except in big cities, we’re often the only operator in the areas where we have clubs. Local residents are unlikely to drive to another town to use one of their clubs when they can use ours. Nevertheless, I still consider the other operators to be massive rivals, and I study them almost as much as I analyse my own business: if someone has the choice of joining a Bannatyne’s club near their home or a rival near their work, then I want to be absolutely sure they will choose us.


One of the simplest ways I rate my rivals is by looking at how much they charge and the value they offer their members. Other simple comparisons are finding out what new equipment they’ve got, or what offers they’re promoting. I do this because I want Bannatyne Fitness to offer the best facilities at the best price for our members. I know that if our standards slacked off or our prices crept up, I might find that some of our members would be prepared to drive to another club. Offering a service that is better than my competitors’ is the best way I have of keeping their custom.


Keeping tabs on my rivals ensures Bannatyne Fitness remains competitive, which in turn helps deter other operators from opening in close proximity to me. Equally, if I see that a competitor is failing their members, then I might see an opportunity to open a club on their turf and be confident that I could win over their members.


By knowing my competitors almost as well as I know my own business, I spot trends and opportunities I would miss if I focused solely on Bannatyne Fitness. That’s why I don’t just follow the fortunes of British health club owners – I know exactly what all the big international gyms have going for them as well, just in case any of them offers a class or piece of equipment that we don’t. (And, of course, if any of them ever want to move to the UK, I’ll know if I want to merge with them, take them over, or sell to them.)


It’s not just the clubs themselves that I compare. I look at my rivals’ accounts and balance sheets. If businesses are publicly listed on the Stock Exchange, they have to publish their accounts, and I scrutinise my rivals’ figures to see how much money they are making. If they are private companies, then I get their accounts from Companies House. I check to see what their costs and profit margins are because I don’t just want Bannatyne Fitness to be the best health club operator in the country, I want it to be the most competitive business in the industry. My innate competitiveness means I want to make more profit – per club, per member, per square foot – than my rivals. This comparison with my rivals helps me run a tighter ship and produce better profits.


The big health club chains aren’t my only rivals of course. In every town there are small independent gyms and council-run leisure centres that local residents could use instead of Bannatyne’s. Generally, these offer far fewer facilities than we do, and if customers want to make their choice on price alone, then the chances are they will choose the cheaper option. These rivals offer a completely different threat to my business, but I don’t see myself as in competition with these providers at all. I don’t think you can offer a decent gym membership for £20 a month. If people want basic, then they can have basic. They just won’t get it from me. To illustrate this, a few years ago, the former Dragon James Caan invested in a cut-price gym venture called NuYuu that offered membership for £19.99 a month. They opened a branch within a few minutes of my club in Livingstone, but I wasn’t worried: I was confident that once customers had tried a £20 club they would see the value of their Bannatyne’s membership. I was right not to worry: NuYuu closed within months.


Not all of Bannatyne Fitness’s rivals are in the health club sector: I never forget that we compete for the disposable income of our members with all the things they could spend money on – Sky TV, entertainment, holidays, gadgets, going out … This is especially true in the current climate, when household incomes are being squeezed. I have to make sure we continue to give our members value for money and affordable luxury. The point I want to get across is that your biggest rival might not be immediately apparent.


Sometimes entrepreneurs tell me they don’t have a rival. ‘No one else is offering this service/product/price in this area,’ they say. They seem to have forgotten that business is international: companies and households can source their products and services from anywhere in the world at the click of a mouse. If anyone tells you they don’t have a rival, then they are deluding themselves.


Let me give you an example. Let’s imagine someone who is running a stationery shop. They might think that their biggest rival is the other stationery shop on their high street, especially if that’s a branch of Ryman or WHSmith. So long as they are able to stock a better range, or offer better prices, than these high-street rivals, they probably think they’ll be able to stay in business. However, their local supermarket sells notepads and copier paper, the toyshop sells pencil cases and craft materials, and the local gallery probably sells wrapping paper and gift cards. And I haven’t even mentioned the ink cartridges and office supplies bought in PC World or Staples. Or catalogue retailers like Viking Direct, or the countless online stationery suppliers. Whether they realise it or not, the owner of our imaginary stationery shop has a vast number of very real competitors.
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