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    FOREWORD




    In late 1993, my best friend, Kevin Neary, and I realised that we didn’t really want to work for anyone else. We were 24, both recently finished college, full of enthusiasm and ideas; we knew ‘everything’ in theory, but in reality very little!




    We had £3,000 between us, and in order to get a business bank account, our parents didn’t just have to be guarantors, they actually had to move all their savings and leave them on deposit with the National Irish Bank, which, in fairness, was actually the only bank that would consider us at all!




    However, we did come across a book, ironically, in Chapters Bookstore, Middle Abbey Street, recently published, called STARTING A BUSINESS IN IRELAND by Brian O’Kane. It still sits on my bookshelf and is probably my first First Edition! In a world before the Internet, where information was really hard to find and way too expensive for us to access, we used Brian’s templates to write our first business plan for Gamesworld, which later became GameStop Ireland and UK and then GameStop Northern Europe.




    We used the book as a checklist, working through the chapters, going through each heading - did we need to do that? If so, what did we need to do? How do you do it? We used the ‘Raising Finance’ section to look for supports and investment. We didn’t get any money; video game retailing in 1993 seemed like a crazy idea, but we made contacts and they gave us something that ultimately was worth more: time, knowledge, mentoring, support. The DIT Fast Growth Programme and Finglas Partnership were invaluable to us; the Small Firms Association is worth every cent of your membership fee.




    From our initial start-up capital of £3k, we built a company with a valuation of over €160m when Kevin and I exited in 2011/2012, after which we have both gone on to start other companies, advise, mentor, consult and ultimately work together again.




    We started our business with a few notebooks, a calculator that had a margin key and some lever arch files. The environment for entrepreneurs now is very different. It is complicated, has legislative requirements and can be quite off-putting and frightening. The internet - for all its incredible assets and access to information - can paralyse a reader and be totally overwhelming. The need for an updated edition of STARTING A BUSINESS IN IRELAND is greater than ever; clear, practical, easy-to-follow and reassuring guidance. For any maniac who is eager to take the plunge and go out on their own, I think buying this book is the best investment they will make and I am absolutely delighted to see it being updated and an 8th edition published!




    Mick Finucane, Chapters Bookstore, Dublin


  




  

    PREFACE




    On the 30th anniversary of its first publication, writing the Preface of this 8th edition of STARTING A BUSINESS IN IRELAND, updated for 2023/24, I am struck by how much has changed - most of all, public attitude towards enterprise, small business and start-ups. Where previously the ‘proper job’ - one with a pension after a lifetime of service - was the be-all-and-end-all, there’s now a genuine interest across Irish society in entrepreneurship.




    With all due modesty, STARTING A BUSINESS IN IRELAND can lay claim to credit for some of Ireland’s entrepreneurial success and for the more positive view in Irish society towards enterprise. It struck a chord with the Irish public right from its launch in 1993. It sells consistently well, month in month out, mainly by word-of-mouth and recommendation - the most effective form of marketing! Of course, I cannot (and would not) claim all the credit - the many people whose job (in some cases, their mission) it is to assist start-ups and small businesses deserve their recognition, too.




    But the real heroes in Irish enterprise are Irish entrepreneurs: the men and women who have taken the plunge and built successful businesses where none existed before. As I speak on courses, at conferences, or at exhibitions, I am always dumbstruck by the sheer inventiveness, innovation and enthusiasm of people whom I meet at these events, who have shared their dreams and ambitions with me, and who have done me the honour of asking for my advice or opinion. To them belongs the lion’s share of the credit.




    The Book




    Starting a business in Ireland is frustrating, time-consuming and difficult. I know, both because I have done it myself and because I have worked with thousands of people who have done it too - but it can also be highly satisfying and enjoyable.




    The first edition of this book was born out of the frustration of dealing with the bureaucracy and information dead-ends that surrounded starting a business at that time - and, sadly, still do to some extent today. That said, there is a plethora of support available to help you shape and develop and grow your new business.




    This 8th edition builds on earlier editions by:




    • Taking you step-by-step through the stages in going into business for yourself.




    • Helping you to identify, from the many organisations that provide assistance to entrepreneurs, those that are likely to be appropriate to your needs.




    The chapters are arranged to take you through the stages:




    • Deciding whether you have what it takes.




    • Researching your idea.




    • Writing a business plan.




    • Raising money to set up your business.




    • Getting help from State and other agencies.




    • Getting your business up and running.




    The Directory of Sources of Assistance provides information (including contact details) for many organisations that may be of use to you as you go through the stages of starting your own business.




    Thank You




    A book such as this can never be the work of one person alone.




    My idea for a book lay fallow for several years, until David Givens (Oak Tree Press’ first general manager, now managing director of his own business, The Liffey Press) pushed me to complete what I had begun - and so the first edition of STARTING A BUSINESS IN IRELAND was written. David’s encouragement is appreciated more than he realises.




    Ron Immink, who researched and co-wrote the first STARTING YOUR OWN BUSINESS workbook with me in 1997 for the then Department of Enterprise, Trade & Employment (it’s now just published in its 5th edition - and still going strong too!), and also TENBIZPLAN, the STEPS TO ENTREPRENEURSHIP series and the GROWING YOUR OWN BUSINESS workbook, deserves special thanks for his constant encouragement and unstoppable flow of ideas.




    I am also grateful to the staff of the many organisations listed in this book - not just for their helpfulness, patience and support in preparing this and previous editions and in recommending the book to so many people, but also for the trojan work that they do.




    I am pleased and somewhat surprised to find STARTING A BUSINESS IN IRELAND now in its 8th edition and starting into its fourth decade! The reaction to its publication has far exceeded all my expectations.




    I have enjoyed writing and updating this book - in all its editions. I hope it is of help to you, the reader, as you take your first steps on your journey. May the road always rise to meet you!




    Brian O’Kane




    Cork




    August 2023


  




  

    1: GETTING STARTED




    For some people, starting their own business is as obvious as the nose on their face. For others, it is a risk not to be contemplated.




    For you perhaps, it is an idea in the back of your mind, one you cannot get rid of. You may already know what kind of business you want to be in. What you want from this book are a few short cuts to help you get there faster and with fewer problems.




    On the other hand, you may simply be toying with the idea of starting a business of some kind, unsure of which direction to take - even whether to take the plunge. You are hoping that this book will present you with a ready-formed solution. The truth is that you must provide your own solution but this book can help by providing a structure for your thinking.




    The Stages in a Start-up




    The stages involved in starting a business include:




    • Deciding whether you have the right temperament to start (and persevere with) your own business - a critical first step, often overlooked in the rush to get started.




    • Finding an idea - it’s worth taking time on this stage to explore all the options; sometimes your first idea is not always the best.




    • Doing the market research - this make-or-break stage involves finding out about your customers, your competition, how you will make your product or deliver your service, what price to charge, where your business will be located, how to market your product or service, what staff you require and with what skills, and so on. (And, if your market research tells you that your idea won’t work, all is not lost. There will be another time, another idea, another opportunity.)




    • Writing a business plan - this draws together all the work you have done in the research stage and presents it in a form that is readily understandable.




    • Finding the necessary money - since it’s likely you won’t have enough of your own capital to start, you’ll have to raise some money elsewhere.




    • Identifying and accessing sources of assistance - as the Directory shows, there are hundreds of organisations dedicated to helping entrepreneurs to get started and small businesses to flourish.




    • Implementing your plan - this is where you put your plan into action.
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    Sometimes, in practice, these stages will not follow neatly in the order set out above; in other cases, you will have to double-back, perhaps even several times, to adjust the results of a particular stage because of new information you find out later.




    For instance, your idea might be to sell locally a product that you make yourself. But as you do your market research, you find that there is a national demand for the product. To supply it, you need to plan on a larger scale and will need more money - so you revise your plans and finances accordingly.




    Most of these stages in starting a business are covered in this book. Some are dealt with in greater detail in other books published by Oak Tree Press and available from our website at www.SuccessStore.com. Other stages, like finding an idea, lie with you alone.




    Are You Suited to Life as an Entrepreneur?




    Sadly, there is no fail-safe method of becoming a successful entrepreneur. Research, quoted in YOU CAN DO IT by Joyce O’Connor and Helen Ruddle (Gill & Macmillan, 1989), shows that successful entrepreneurs have:




    • Strong needs for control and independence.




    • Drive and energy.




    • Self-confidence.




    • A point of view of money as a measure of performance.




    • A tolerance of ambiguity and uncertainty.




    • A sense of social responsibility.




    and that they are good at:




    • Problem-solving.




    • Setting (and achieving) goals and targets.




    • Calculated risk-taking.




    • Committing themselves for the long-term.




    • Dealing with failure.




    • Using feedback.




    • Taking the initiative.




    • Seeking personal responsibility.




    • Tapping and using resources.




    • Competing against self-imposed standards.




    How do you measure on these criteria? Be honest with yourself.




    Very few entrepreneurs can lay claim to all of these characteristics. Making the most of your best characteristics and using ingenuity (including the skills of others) to bridge the gaps is perhaps the most frequently encountered entrepreneurial characteristic of all!




    However, despite the great variety of people who end up as business-owners, probably the most important personal characteristic for an entrepreneur is determination. It’s easy to start a business; it’s more difficult to keep it going. When you are faced with long hours, with working through nights and weekends, with extended periods away from your family, and with financial worries, the thought of a secure permanent pensionable job is tempting. Determination is what will see you through these lows until you break through to success!




    You should also consider your general state of health. Both the physical and mental stresses of running your own business can be very great. If you are driven to a state of collapse by the experience, you may leave your family much more exposed financially than would be the case if you were in a secure job with benefits attached.




    You should be aware of the part your family will play in achieving your ambition of becoming an entrepreneur. Are they as committed as you are? Are they as willing to accept the lows as the highs? Without their support, you will find it difficult to start and develop your business. If they are actively pulling against you, quit now!




    Part of the experience of running your own business is learning to apply the appropriate personal resource at the right time. For example, deciding to become an exporter at a time when your resources - foreign language skills, contacts, finances - are not adequate is to misuse an opportunity that might lead to success in other circumstances. A touch of realism instead would have revealed the impracticality of your plan.




    So the first thing you should do when thinking about starting a business is to conduct a rigorous self-assessment:




    • What skills and experience do you have?




    • What training do you need?




    • What characteristics do you have that will help (or hinder) you?




    • Why do you want to start a business?




    Write down the answers - it’s not as easy to fudge uncomfortable answers when you have to write them down.




    Then write your own application for the position of managing director and general factotum of your proposed business. Give your application to a friend not noted for their tact and wait for the laughs. You need to be able to see yourself as others see you.




    Are your keyboard and literary skills really up to sending out customer letters and writing marketing blurbs? Perhaps you excel in production and technical innovation? Maybe you need to acquire other skills? If so, can you get by with a little training for yourself or should you buy in these skills on a freelance basis as and when required? Will you need a management team, or are there family members who are sufficiently committed to help (and capable of doing so)? What will hiring all these people cost? You need to be realistic about how many people you need, and how many you can afford - and to do about the difference.




    In terms of your business skills, in addition to management experience, you should consider contacts and sales leads, as these are the concrete beginnings of your trading. If you plan to supply other retailers or manufacturers, you will be hoping to establish several guaranteed sales contracts before you finally start trading. But, if you are leaving employment to set up in business, check that your employment contract allows you to canvass business on your own account (and time) while still an employee.




    You should read this chapter again in a year’s time. Why? Because you will only begin to discover the extent of your personal resources as you go along. Starting your own business will not only lead you to find hidden resources within yourself, but will build up existing strengths. It may also, of course, identify unsuspected weaknesses, but recognising those is the first step towards correcting them.




    Start Your Own Business Courses




    This book is designed to help you through the early stages of starting a business. Together with other books and ebooks published by Oak Tree Press, it gives you an edge.




    For further guidance, or for the comfort of meeting like-minded people who are about to embark on the same adventure as yourself, consider a Start Your Own Business course - perhaps one of those run regularly by the LOCAL ENTERPRISE OFFICES across the country (see the Directory under Training & Mentoring). These courses can be useful because they draw together all the aspects of running a business.




    Another advantage of attending a course is that you get to know advisers who may be useful to contact later with queries. Many of the courses run by the LOCAL ENTERPRISE OFFICES or similar organisations are particularly useful for steering participants towards further support, when it is needed.




    How Do You Choose the Right Course?




    Before you book a place on a course, meet or talk to the organisers. Ask about the backgrounds of the presenters. Those who run their own business or who, like many accountants and other professionals, make their living from advising entrepreneurs are the best bet.




    Ask about the success rate of the course in establishing new businesses - and whether they are still in business after two or three years. Remember that the average failure rate of new businesses is very high - about 50 per cent fail within the first three years. But this gloomy statistic need not apply to you, if you plan your start-up carefully.




    Make an effort to find people who have completed any courses you are seriously considering, and talk to them. They are in the best position to know whether what they learnt on the course actually was of use in practice. Their answers will tell you whether you should take up a place on the course.




    If You Can’t Attend a Course




    If you cannot participate in a Start Your Own Business course, look online for elearning or attend seminars or workshops on specific aspects of small business development and small business management.




    Otherwise, read as widely as you can in the area of business start-ups. There are plenty of good books, newspapers, magazines and websites that give useful advice (see the Directory under Information).




    Incubators




    Perhaps, instead of merely a training programme, what you need is a push-start. Here an ‘incubator’ may help.




    An incubator is a training programme, usually focused on technology businesses, that encourages the faster development of a new business by providing a range of supports from training to workspace to finance to administrative assistance in order to free up the entrepreneur to concentrate on the business alone - for example, the NEW FRONTIERS programme, offered nation-wide by the TECHNOLOGICAL UNIVERSITIES and funded by ENTERPRISE IRELAND.




    Note that ‘accelerators’ are different from incubators. Where an incubator aims to get you started, an accelerator (as its name suggests) aims to accelerate the development of a business. That means you need to be up and running - though not necessarily trading (you might still be in the thick of R&D) - to qualify for most accelerators.




    Sometimes, the term ‘incubator’ is used loosely to cover provision of workspace - if you’re offered ‘incubation workspace’, check what is included.




    Start Early - or Late!




    You’re never too young to start thinking about enterprise and running your own business. Even if you’re still in school or at college, there are programmes designed to attract you towards the notion of self-employment and to help you begin to gain the necessary skills (see the Directory under Young Enterprise).




    And you’re never too old either! For example, Doris Drucker, the late management guru Peter Drucker’s wife, started a business at age 82!




    Start-up Alternatives




    Of course, it’s not always necessary to start a business from scratch. Brokers can help you to identify and buy a suitable business, whose owner lacks the capital or enthusiasm to develop it further. Or you could consider buying a franchise (see the Directory under Franchises).




    If you do go down either of these routes, make sure that you take professional advice before making any financial or legal commitment. And continue to read the rest of this book, since you will still need to plan for the development of your business.


  




  

    2: RESEARCHING YOUR IDEA




    After considering your own capacity to run a business, you need to ask yourself whether a market exists for your product or service. The market may be incredibly tough to break into but, as long as it exists, you can fight for your share of it. If there is no market at all for your product, it is clearly a non-starter.




    You are not yet attempting to measure the size or location of the market, nor to distinguish its characteristics. What you want at this point are the answers to the following questions:




    • Do other businesses already offer the same (or very similar) product / service that you intend to offer?




    • Is your product / service an improvement on what already exists?




    • What evidence is there that customers want to buy your improved product / service?




    If your product / service is new to the market, you need to ask:




    • What need does your new product / service meet?




    • What evidence is there that the market is aware of its need for your product / service?




    • What evidence is there that the market wants to buy it?




    You may be able to find answers to these questions quite easily. For example, the market for ready-mixed concrete is quite visible but is dominated by a few big companies. So the question here quickly changes from whether a market exists (it does!) to whether it is feasible to enter that market when there are already strong competitors in place.




    On the other hand, the inventor of a solar-powered bicycle might have more difficulty assessing the existence of a market. All the Irish cyclists he talks to may tell him that they only cycle for the exercise value, since they cannot depend on sufficient sun to make any difference to the energy they must expend in cycling. They might have no interest in any source of power beyond their own muscles. Yet, in sunnier countries where bicycles are used to cover longer distances for essential daily life, the product could be greeted with cries of delight and massive demand. However, if the inventor does not know where to look, he or she may never get their business off the ground.




    A quick feasibility review will tell you whether it’s worth progressing to more formal market research, or whether you should go back to the drawing board to think of a new product or service.




    Market Research




    Once you have provided yourself with proof - not just a gut feeling - of the existence of the market (see below, Sources of Information), you can move on to more detailed research. Analysing the nature of the market, customer base and competition will tell you whether your idea is feasible. The information you compile will allow you to develop your business plan in more detail.




    Although a professional market research company (see the Directory under Marketing) will conduct research for you, at a price, you can often do your own research without too much difficulty, time or cost.




    In collecting information during this research stage, remember that, as well as satisfying yourself, you may have to prove to outside investors that your figures and findings are valid. For this reason, independent proof is worth collecting wherever you can find it.




    You need to sift carefully through the information you collect:




    • To understand the business you are in.




    • To work out the size and location of the market for your product / service.




    • To build up a profile of your customers and their needs.




    • To understand how competition operates in your market.




    • To establish a reasonable price for your product / service - one at which your customers will buy.




    • To forecast sales - both volume and value.




    • To establish the cost of making your product or delivering your service - and how it will be done.




    • To establish the investment needed to start your business.




    • To decide what form your business must take.




    [image: Images]




    What Is Your Business?




    This may seem an obvious question, one not worth asking, but setting it down in writing may provide a useful reference exercise.




    For example, Waterford Crystal is not in the market of providing everyday glassware. Despite the fact that it produces glasses, bowls and vases, it does not compete with the producer of the everyday glass tumbler that you find in a supermarket or a department store. Rather, it is in the international market for luxury goods and special occasion gifts. It will look to growth trends in these luxury markets, mainly overseas, rather than to growth in glassware sales generally. In contrast, a contract carpet-cleaning business in Dublin is providing a very specific service in the city, or possibly even only in one area of the city.




    Be aware that if you are a manufacturer, you are a manufacturer, not a retailer. You may sell your product to or through a retailer, but you are not a retailer, nor are you selling direct to the public. To try to be more than you are can spell doom for a small business, because your business may not have the resources and you may not have the necessary skills to take on your new ideas. More sales may be achieved by sticking firmly to your core activity of manufacturing, and developing a distribution network through dealers around the country.




    In time, your business may have the resources to expand its operation and become something else, but, initially, if you try to start two businesses, you will have to generate the cashflow and return for both, which is (at least) twice as difficult as generating them for one.




    Where Is Your Market?




    Starting out, you are unlikely to be able to tackle the whole market for your product or service. Instead look for a suitable segment of that market, which might be defined geographically - Cork, the North West counties, even a particular housing estate. Alternatively, your segment might be defined as a product niche - for example, specialised stop-watches for use in sports, but not all sorts of watches or clocks.




    However, even though you may decide only to tackle a small part of a market, you cannot afford to ignore what is happening in the whole market. For example, if you are opening the first small corner shop on a new housing estate, you should foresee that any one of several chains of supermarkets might open a shop nearby and become your main competition. Perhaps you could overcome this by becoming a franchisee of one of the chains yourself.




    On the other hand, if your product will be manufactured and sold locally, for instance, in Dublin, but must compete against products from big international suppliers, you have to monitor what is going on in the international field as well as in the national market.




    You need to look beyond your immediate market to see what the longer-term trends are:




    • Is the size of your market growing or declining?




    • Is it characterised by rapid innovation or evolution of products?




    • Is it expanding geographically (as might be the case with an innovative product / service)?




    • Is the number of competitors expanding or declining?




    • Are prices rising or falling?




    You need to end up with figures that show the size and growth potential of the total market - but these must be made relevant to your business proposal, in terms of the part of the market (the market segment) that you are targeting.




    These concepts will help you to define your market:




    • Wholesale or retail?




    • One product or a range of products?




    • A service?




    • The luxury market?




    • Necessities?




    And don’t forget that, through the power of the Internet, the market for your product or service could be global. Some products / services lend themselves better to online supply - for example, intangible products that can be downloaded know few geographic restrictions - but the point stands that your customers now potentially can be worldwide.




    If your idea is very innovative and no market yet exists for it, it may be difficult to define what your market is likely to be. Obtaining hard information about the size and value of your market may be daunting. However, you must be able to provide this information in your business plan because it is a key element in establishing both the market share and the cost structure that your business must attain in order to be competitive.




    If you get this information wrong, other assumptions are likely to be invalid and your project may fail, perhaps at considerable loss to yourself. Equally, if bankers and investors cannot find independent verification for the figures in your proposal, they will have doubts regarding its overall viability, and are likely to refuse to finance you.




    Who Are Your Customers?




    You must build as accurate a profile of your customers as you can. This depends on the type of business that you plan to start.




    For a corner shop, the customers will be diverse in age, gender and requirements: everyone from children wanting sweets for a few cents to adults wanting newspapers, grocery items and perhaps small gift items. On the other hand, an information technology company producing a single product, say an automated accounting package for bookmakers, has a very narrowly defined customer base.




    Some useful questions to ask about your customers are:




    • General public or business, or both?




    • Public sector or private?




    • Where do they live / operate?




    • What and how much do they buy, at what price, when and why?




    • What age are they?




    • What gender?




    • Are they spending for a necessity or a luxury; in other words, do they buy out of surplus income?




    • Are they rich or poor?




    For your product / service, are there criteria that define your customers, such as:




    • A particular interest (for example, travel or sport)?




    • Need for a particular service (for example, training to use accounting software)?




    In terms of business customers, there may be other criteria to consider:




    • Size of customer - will you supply only customers taking more than (or less than) a certain volume?




    • Quality levels for the product (these may be imposed by certain wholesale purchasers, department / chain stores, etc.).




    • Type of packaging preferred.




    • How easy will it be to deal with them? Larger organisations have more decision-makers than small ones, and so it may take longer to negotiate contracts and persuade them to take your product - although the resulting orders are likely to be bigger. To deal with the public sector, it is necessary to understand how it is structured, how purchasing decisions are made (often by tender only) and who makes them.




    • Will your business deal only with one segment of the market, such as the public sector, or will you be tackling several segments? How much experience do you have in dealing with each segment? Do you have the resources to service more than one segment? Will you deal with them on the same terms? And, if not, how will you prevent sales ‘leaking’ from the segment that gets the most favourable terms?




    Who Is Your Competition?




    Look hard at your own product / service. How does it differ from other competing products / services? Very few businesses are genuinely innovative; most compete with existing businesses.




    Why should a customer prefer your product / service:




    • Better quality?




    • Lower price?




    • Higher profile?




    What do your sales depend on:




    • Price?




    • Design?




    • Advertising?




    • Quality?




    • Volume?




    • After-sales service?




    • Speed of delivery?




    • Accessibility?




    An important question is whether the differentiating feature of your product / service’s is the one that makes the customer prefer it. Take the example of a Hermes scarf or a Rolls Royce car. It would be pointless to sell cheaper versions of either, since buyers value the image that the high price gives. Exclusive products are characterised by low-volume / high-margin sales. Their success depends on high marketing expenditure and careful selection and monitoring of distribution.




    If, on the other hand, your product / service’s sale is characterised by high volumes and low margins, such as margarine or flour or fast food, your business needs to be structured very differently, with more emphasis on volume production, warehousing, constancy of supply and a good distribution network.




    When looking at your competition, you may need to consider products / services that compete indirectly with yours, as well as those that compete directly. For example, if you produce frozen hamburgers, you compete not only against other frozen hamburger manufacturers, but against a variety of other cheap frozen food products, including fish fingers, vegetable burgers, pies and so on.




    You need to find out:




    • How many other companies supply products / services the same as or similar to yours?




    • How will they react to your entry to the market place?




    • Are all the companies in the market place the same size?




    • Are they very much bigger than you?




    • Have you the resources to equal their power in the market?




    • Do new entrants normally start small and grow, or will you have to make a major commitment from the start?




    Price




    The next piece of market information that you should research is the price that customers will pay for your product / service. Generally, you will be constrained by the market. You cannot charge more for your product / service than the going price for similar products / services unless it has something special to recommend it. Even then, a large number of customers may still choose the lower-priced option.




    Forecasting Sales




    If you thought the earlier elements of your market research were hard, forecasting sales makes them look like child’s play.




    You need to have a good idea of likely sales (with some evidence to underpin your figures) in order to:




    • Estimate the production, storage and logistics capacity you require.




    • Arrange for supply of materials, including packaging.




    • Hire staff.




    Your requirements in each of these areas will vary depending on the sales volumes and values that you expect.




    One way to do this is to start with a clean sheet of paper or a spreadsheet. Draw columns for each month and rows for each product or service (or variant thereof) that you expect to sell. Within each row, list the promotional and other activity that you plan to use to generate sales. (If you haven’t planned any yet, it’s time to start - products don’t just sell on their own, they usually have to be sold).




    Then, make some estimates month by month of the sales that will result from this promotional activity. You may find it easier to forecast unit sales first and then to estimate sales value.




    For example, if you intend to design and sell St Patrick’s Day greetings cards direct to the public, it’s likely that most of your sales will happen in February and March - with perhaps a few early orders in January - but none after that, until the next year. If, instead, you sell to wholesalers / retailers, your sales will happen earlier. In either case, your sales forecast exercise will quickly show that sales of St Patrick’s Day cards spike for a short while and then disappear until next year, which then should lead you into new product development - Easter cards, or cards for Mother’s Day or Halloween and so on - to create a more even spread of sales revenues across the year.




    It’s important to break down sales to the lowest level of product / service that you can manage without overwhelming yourself in detail. For example, if you were designing and selling greeting cards, it would be easy to overlook the potential for niche opportunities during the year, unless you specifically identified St Patrick’s Day cards or the like.




    Where you can, get forward orders or ‘letters of comfort’ from customers. These are better evidence in support of your forecasts than any market research - although your market research is still essential.




    The real importance of this planning stage, however, is in helping you to develop your financial projections (more about these later) - in particular your cashflow projections. Once you know your likely sales (and at this stage, your figures here are probably little better than educated guesses), you can estimate when you are likely to get paid for them. Then you need to work back to when you need to order from your suppliers - and when you need to pay them. Together with your overhead staff costs, this will show the movement of cash in and out of your business - critical in the early months of your start-up.




    Calculating Costs and Profit Margins




    As part of writing your business plan (see Chapter3), you will have to prepare financial projections for inclusion in your business plan.




    However, even at this early stage, it is a good idea to estimate the minimum size or capacity at which you will make a profit - the break-even point - as well as the maximum operating capacity that you can afford to establish. To do this, you will need to work out what your costs of production will be - you already know the price the market will pay for your product, and how many units you expect to be able to sell.




    You also need to identify the current market profit margins - how much your competitors are making. You may be prepared to accept a slimmer margin, but this may reduce your flexibility to deal with unexpected demands. It may also shorten the length of time your business can afford to wait to reach the break-even point. If you look for larger than average profit margins, without either reducing costs or convincing customers that your product is worth paying more for, you will quickly find yourself in difficulty.




    Will your entry to the market place reduce profit margins generally? If you increase the total supply of product available, it may have the effect of reducing the price for which it sells. It may even trigger a price war, as existing suppliers try to kill off your business before it gets going by cutting their prices below the price you must get to stay in business. You will most likely get only a part of the market, not the whole of it. Yet, if you cannot meet the average costs achieved by your direct competitors, you may fail, even though your product / service may be better.




    As noted above, the income generated by sales must provide sufficient cashflow to enable your business to cover all costs. If money comes in too slowly, your business may choke to death while demand booms. Cashflow - collecting money from customers as quickly as possible and getting the longest possible credit period from your suppliers - is often more important in the short term for a small business than profit. But, overall, you must make a profit to stay in business.




    Estimating Your Initial Investment




    Next, you should draw up a list of what premises and equipment you absolutely must have (not what it would be nice to have).




    You need to answer these questions:




    • Will it be possible to keep overheads low by working from your garage or a spare room initially?




    • Do you need retail premises in a good location?




    • What about warehouse space?




    • Do you need specialised equipment? How big is it?




    • Will you have to make a large capital investment in equipment? Can you lease equipment instead? Can you buy it second-hand?




    From this information, and your other market research, you will be able to estimate your initial investment - what you need to get started.




    Finding the Best Business Structure




    Lastly, you need to decide what form your business organisation should take. When starting in business, you have a choice of five main types of business entity through which to conduct your enterprise:




    • Sole trader.




    • Partnership.




    • Unlimited company.




    • Limited liability company.




    • Co-operative.




    Four things will decide which structure you choose:




    • The kind of business you are starting: Some professional firms, for instance, can only be formed as sole traders or partnerships.




    • The expectations of those with whom you plan to do business: Many business people expect to deal with limited companies and are wary of other forms of business entities as trading partners.




    • Your attitude to risk - in particular, to risking those of your assets that you are not planning to commit to the business: A limited liability company limits the risk of losing your non-business assets if your enterprise is not successful.




    • How you wish to organise your tax affairs: Certain kinds of favourable tax treatment are only available to limited companies.




    You are taking a risk in starting an enterprise. You are risking your money, time and reputation. You are entitled to protect those of your assets that you do not wish to commit to your enterprise. For this reason, and for your family’s sake, you are strongly advised to form a limited liability company. Nonetheless, you should take professional advice from your accountant or solicitor in making your decision. If you do not yet have an accountant or solicitor, read the appropriate sections in Chapter 9 and see the Accounting & Business Planning and IP & Legal categories in the Directory.




    Next, consider how your business will be organised. The main functional areas in any business are:




    • Sales.




    • Marketing.




    • Production.




    • Distribution.




    • Administration.




    What should be the balance between these functions within your company? Among the questions you need to ask yourself are:




    • How will you get your product / service to the purchaser?




    • Will you need large amounts of warehouse or office space?




    • What are your costs of production?




    • What are the overheads involved?




    Sources of Information




    There is no shortage of information available to help you in your market research - most entrepreneurs find that their main problem is too much information!




    Yourself




    Most people have started to research their idea long before they come to the formal planning stage. Often, the idea has grown out of a long period of personal interest and the ‘research’ is based on:




    • Personal experience.




    • Talking to friends.




    • Talking to suppliers.




    If you have an idea for a new type of light fitting, it is probably because over the years you have been driven mad by the failings of the many light fittings that you have used. So, immediately, you know what advantage your potential product offers above others in the market.




    You may have to find out about the costs of making it, how it is distributed and who your competitors will be before you can make an estimate of the size of the market and, most importantly, whether it is financially feasible to be a small manufacturer of light fittings only.




    Professional Advisers




    Bank managers and accountants often have a good idea of how different types of businesses are faring, and what differentiates the successes from those that cannot pay the bills. Also, talking to your bank manager like this is a gentle introduction for him / her to your idea of starting your own business.




    Banks and investment businesses often have specialists in a variety of industry sectors, who can be useful sources of market information and statistics. Approach the small business lending unit of your bank as a first step. They may be able to find the information for you, or direct you to the appropriate person / section in the bank.




    Trade and Professional Associations




    If a trade or professional association exists for the market sector in which you are interested, it may be an excellent source of information about the total size and value of your market. It may even have statistics broken down by region.




    Some associations may only make this information available to members - and, if you are not yet in business, you may find it difficult to gain access to it. Other associations make the information publicly available in report form, though there is usually a charge involved as the organisation tries to recover some of its own costs.




    Many associations have links to sister bodies internationally and thus can be a source of international statistics and information also.




    Most of these organisations provide training, networking and other services to their members so, if an association is relevant to your business, it’s worth considering joining at the earliest possible opportunity.
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