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Introduction

Small and medium-sized enterprises (SMEs) and entrepreneurship are terms often used synonymously, but each are notably different, both concepts are recognised as fundamental to socio-economic development and growth especially in terms of job creation (Okyere, 2017). Initially every entrepreneur owns a small business, yet not every owner of a small business is considered an entrepreneur (Bradbury, 2018). They key difference is that entrepreneurs focus heavily on growth whereas small business owners are satisfied with directly overseeing a well-established company and have little intention to scale-up (Seth, 2021).

SMEs are a stepping-stone towards entrepreneurship (Okyere, 2017). An entrepreneur is a person, entrepreneurship is a process while an enterprise is the result (Surbhi, 2020).

SMEs account for 99 percent of all business and 70 percent of all jobs in the European Union (EU), (van den Eynde, 2019). SMEs are determined by the number of personnel, yearly turnover, and total balance sheet (Okyere, 2017). The EU Commission (2003) categorises micro enterprises as those with fewer than: 10 workers, €2 million revenue, and €2 million assets; small enterprises as those with fewer than: 50 workers, €10 million revenue, and €10 million assets; and medium enterprises as those with fewer than: 250 workers, €50 million revenue, and €43 million assets.

This paper aims to assess and compare the start-up process of a small online travel business in the UK and Spain.

The start-up process of an online travel business in the UK and Spain

Opportunities

A new businesses begins with an idea which becomes an opportunity when an entrepreneur possesses the need for achievement, identifies a problem or gap in the market, obtains the necessary resources and creates valuable products or services that offer solutions (Hulbert, Gilmore, and Carson, 2015).


United Kingdom (UK)

The Covid-19 pandemic crippled the global tourism sector, yet statistics indicate that in 2020 the UK tourism industry was worth £106 billion, contributed 7.2 percent to the GDP and generated 2.6 million jobs (Condor Ferries, 2022). 

London is the third most visited city in the world; however, the UK is not deemed the most touristic destination and the ramifications of Brexit have made travelling more complicated (Dodd, 2021; O’Neill, 2022). The UK economy is the 5th biggest in the world and tourism is important to the British economy, but the services sector is its main driver of economic growth (Research FDI, 2021; O’Neill, 2022).

According to a report by the United Nations World Tourism Organisation (UNWTO), in 2019 UK was the 10th most visited destination in the world, attracting 36.3 million tourists (Poirot, 2022).

The UK is 7th “easiest place to do business” in the world (The World Bank Group, 2018). Furthermore, the average monthly disposable income in the UK is £2960 (George, 2020).

Spain

Contrastingly, in 2020 Spain’s tourism industry was worth €61.4 million, contributed 5.5 percent to the GDP and generated 2.2 million jobs (Instituto Nacional de Estadistica, 2022). 

Spain is a perfect holiday destination, famous for its natural beauty, world heritage sites and stunning beaches so there are many different niches to exploit (Richardson, 2019). Spanish cities like Barcelona and Madrid are booming entrepreneurial hotspots. Spain’s economy is the 14th biggest in the world, the country’s tourism sector is its main driver of economic growth (Kiprop, 2018). 

The same report by UNWTO confirmed that in 2019 Spain was the 2nd most visited destination in the world attracting 82.7 million tourists (Poirot, 2022). 

Spain is 28th “easiest place to do business” in the world (The World Bank Group, 2018).  Furthermore, the average monthly disposable income in the Spain is €1635 in Spain (George, 2020).

Government support

Business owners must abide by certain regulations set by governments in different countries (Jones-Evans and Carter, 2006). 

UK

The UK is a highly developed economy with low barriers to entry so starting a business is easy (The United Nations, 2014). Firstly, start-ups in the UK must choose a name and register a business on the Companies House website which costs £12 for all legal structures, the process is quick and convenient. Common business entities for UK start-ups include sole traders, limited companies, and partnerships. The business must file for taxes with HRMC which is straightforward and tax reliefs are available if eligible (Galloway, 2018). Non-residents can start a business in the UK on condition the company is registered to a UK address (Pearl Accountants, 2021). To gain credibility and provide consumers with financial protection travel companies should become a member of a trade alliance, like Association of British Travel Agents or the Travel Trust Association (Young, 2021).

The GOV.UK website provides useful information about setting up a business (The Department for Digital, Media and Sport, n.d.). The Business Support Helpline offers free start-up advice such information about government grants and free business plan templates (Sheldon, 2018). The UK’s Local Growth Hub Networks support start-ups with business planning courses, mentoring programmes and workshops (Growth Hub, 2022). Visit Britain the is UK’s National Tourism Agency, their website wide range of information about staring a travel business (Visit Britain, 2022). 

Spain

Spain is also a highly developed economy (The United Nations, 2014). That start up process in Spain is more complicated than it is in the UK, first the business must choose a name and check it is available on The Mercantile Registry (which costs €15 and can take three days). Then the start-up must decide on the business legal structure, common ones include sole traders, limited companies, and partnerships. The start-up must apply for a tax identification number (NIE) at a local police station (which costs about €10 and can take up to five days), open a business bank account and deposit €3000 (for limited companies), apply for a deed of incorporation with a local notary office (which costs €150 and can take three days) and record the deed of incorporation with the Spanish tax authority who will issue a Corporate Tax Identification Number (CIF). The company will also need to register for taxes at the Spanish Tax Agency (which can be completed online) and social security at a local office. Contrary to the UK only legal residents can open a business in Spain (Balcells Group, 2022).

In 2021 the Spanish government introduced a draft legislation, called the Start-up law, as part of plans to boost innovation and growth, and transform Spain into an “Entrepreneurial Nation” by 2030 (Fuentes, 2021). The EU Package Travel Directive provides consumers financial protection (Acorn Tourism Consulting, 2022).

Funding

Finance is a prerequisite for any new SME, investments can be debt or equity (Laverty and Littel, 2020; Cook, 2022). Most start-ups fail because they are unable to raise capital (CB Insights, 2021). Lenders consider start-ups risky investments and borrowers must demonstrate a well-defined business plan and excellent credit rating to obtain funding (Van Vuuren, 2022; CFA Journal, 2022).
 
In the UK and Spain there are various funding options such as loans, angel investors, peer-to-peer loans, friends and family, venture capital, crowdfunding and grants (Hogarty, 2019).

UK

Eighty percent of start-ups in the UK use their own money to finance a new business (Jacimovic, 2021). In 2019, 45 percent of SME’s utilised external funding sources like loans, overdrafts, or credit cards (Kepka, 2020). Shane (2016) believes that start-ups based close to potential investors find it easier to attract backing. P2P Market Data claims that, after the US and China the UK has the third biggest crowdfunding market in the world, firms Seedrs and Crowd Cube are crowdfunding leaders, having raised £395 and £358 million respectively (Heinig, 2021; Trajkovska, 2017).

Spain

The BBVA Innovation Centre in Madrid held the “Google for Entrepreneur Week”, where owner of venture capital firm Fools Fund, Cedric Kutlu, suggested that start-ups should first ask friends and family for some investment and then focus on building a strong customer base, which will help when seeking larger investments. Venture capitalists (VCs) are always searching for innovative ideas to support start-ups at the initial stages and VCs are currently the top preferred funding option for Spanish start-ups (BBVA, 2017). Spanish start-ups have also recently experienced a surge in other sources of funding like start-up accelerators and crowdfunding.

Training

Start-up training helps entrepreneurs develop the skill set required to accomplish growth and survival. Many scholars have argued about whether entrepreneurs are born or made, some suggest entrepreneurs possess innate traits, while others claim entrepreneurship is a practise that can be learned. Society should breed entrepreneurship from an early age to motivate young people to start a business. Entrepreneurial training programmes should be tailor-made and interactive, and incorporate mentoring and coaching to help new business owners learn from their mistakes and develop practical skills (Cooney, 2021; Bradbury, 2018; Arora, 2019; Parkinson, 2017).

With the rise of technology gaining knowledge is now more accessible than ever before.  There are many online courses available for aspiring businesspeople, some are free while others charge fees. Business Balls and Bunker Labs provide free entrepreneurship courses, which can be accessed from both the UK and Spain (Chapman, 2021; Bunker Labs, 2021).




UK 

 “Kick Off in Business” is a free online training course which offers expert support, mentoring and workshops (Event Brite, 2022).

The Institute of Travel and Tourism has an online university which covers topics like product knowledge and business travel (Institute of Travel and Tourism, n.d.).

Spain

Sea Map EU (n.d.) offers a free ‘Developing Innovative Ideas’ course which is available in Spanish. 

EIT Climate-KIC (2022) (co-funded by the EU) support start-ups through acceleration and entrepreneurship training programmes.

Management 

Data from the Global Entrepreneurship Monitor shows that family-owned enterprises dominate the business world and are the bedrock of global economies (Kelley, Gartner, and Allen, 2020). There are various advantages and disadvantages to family-owned businesses (FOBs). Managers of FOBs are more likely to be a family member of the founder and their management style might differ from managers of non-FOBs. For example, there could be a conflict of interest which engenders the principal-agent problem and hinders the firm’s performance (London Economics, 2002).

UK
 
FOBs in the UK account for 85 percent all firms, employing 13.4 million people and contributing 25 percent to the UK GDP (Noonan, 2018; Martinez, 2019). FOBs tend to focus on preserving the company for future generations and are therefore driven by vision and longevity (Woolfson and Harris, 2021). Succession planning is an ongoing concern for FOBs, PwC research revealed that 43 percent of FOBs in the UK have an insufficient succession plan and 12 percent only reach the two generations (Institute for Family Business, 2019).
Spain

Similarly, FOBs in Spain represent 89 percent of all firms, employing 7 million people, and contributing 57 percent to the Spanish GDP (Todos Los Derechos Reservados, 2020). Many family-owned businesses fail when they are handed-down from one generation to the next because of challenges such as structural changes, financial issues, nepotism, and succession planning. These factors could be detrimental to the continued success of the start-up and have a ripple effect on future unemployment rates (Athwal, 2020). In Spain 53 percent of businesses lack a succession plan and many families eventually sell the business. Other noticeable trends in Spanish FOBs are maintaining ownership while hiring non-family executives, which could lead to ‘less-experienced’ management (Bardsley, 2018).

Staff recruitment

As the start-up grows the business will need to hire additional staff and develop an effective human resource management strategy. Attracting and retaining the best talent is key to success. To achieve this the company must motivate employees and provide an attractive remuneration package (Weyment, 2021).

In 2021 the unemployment rates in Spain were 13 percent (the highest in the EU) and 4.9 percent in the UK (Clark, 2022).

UK

Labour laws protect workers’ rights and ensure business owners treat employees fairly. Only people with right to live and work in the UK are eligible for employment. The minimum legal working age is 16 years old. Probation periods are between three to six months. All employees should be given a written employment contract. In 2021 the national minimum wage is £8.91 per hour for anyone 23 years old and over. The annual household income in the UK is £29,900 (O’Neill, 2021). The maximum working hours are 48 per week, employees must be given regular breaks in between. Employees are entitled to 28 days paid leave per year. Paid maternity leave is one year, and paid paternity leave is two weeks, maternity allowance is also available, and parents can request flexible working conditions. Statutory sick pay is £96.35 for employees off work for four consecutive days, a doctor’s letter is required for illnesses lasting seven days or more. Employees are entitled to unpaid leave such as parental leave or for emergencies. Employers must ensure adequate health and safety and harassment policies in place. Employers are responsible for paying social security contributions such as National Insurance, pension, income tax, unemployment, and bereavement benefits which should be automatically deducted from payroll. Discrimination is strictly forbidden in the UK and any person who has been treated unfairly can take legal action. All employees in the UK can join a Trade Union who deal with issues like pay and worker rights. Termination of employment must have a fixed notice period. Redundancy pay and notice periods vary according to length of service and payments not taxable. The retirement age is 65 years old. Part-time and full-time employees have the same legal rights (Buswell, 2021).

Spain

Spanish employers are also governed by labour laws. EU and Swiss citizens are allowed to live and work in Spain freely, non-EU citizens need a work permit. Spanish workers should be given a written or verbal (except for some professions) employment contract . The minimum legal working age is 16 years old. Probation periods are between two to six months. In 2021 the minimum wage in Spain is €1,108 per month for full-time employees, the annual household income in Spain is €20,000. The maximum working hours are 40 per week, employees must be given regular breaks in between. Employees are allowed 30 days paid leave per year. Both maternity and paternity leave is paid for 16 weeks, maternity benefit of €530 per month is available. Temporary capacity allowance (60 percent of the normal salary) covers sick pay between four to twenty days, the illness must be verified by a doctor. Spanish workers also get other types of paid leave, like fifteen days for marriage, two days for bereavement and so on. Once Spanish workers have been employed for one year they can request two to five years unpaid leave. Parents are allowed paid time off for childcare duties. Contrary to the UK, Spanish employees are responsible for paying their own taxes and contributions to the Social Security Service to cover for illness, unemployment and so on. Spain also has anti-discrimination laws, especially concerning the gender pay gap which the country has been criticised for. Spanish employees can join Trade Unions. Companies with more than five employees must follow health and safety regulations. Termination of employment notice is fifteen days. Redundancy notice is thirty days and employees get twenty days’ pay for every one year worked. The retirement age is 65 years old. Employees can take legal action regarding any labour disputes (Janicke, 2022).

Growth potentials 

To achieve success start-ups can gain a competitive advantage by exploiting the crisis and creating digital, innovative strategies that align with emerging travel trends (Bar Am et al., 2020). Some trends include an increase in health-consciousness, business trips, and sustainable travel (Southan, 2021).

UK

In 2022 there were 7,205 travel agency businesses with a market value of £24 billion (Ibis World, 2022). McKinsey & Company (2021) suggest the UK travel industry is expected to recover from the pandemic by 2024. The UK is an economic powerhouse, with of growth of 7.5 percent in 2021 (Hotten, 2022). The online travel market is booming but competition is intense, and profits will only rise when volume and bargaining power increases (Mitchell, 2019). Adopting the right sales and marketing strategy is crucial, for instance recommendations and reviews, brand awareness, and a strong social media presence (Morgaine, 2022). Apart from Silicon Valley, London has the best start-up ecosystem in the world (Start-up Genome, 2022).

Spain

In 2022 there were 9,492 travel agency businesses in Spain with a market size of €17.2 billion, ranked number one in Europe since 2017 (Ibis World, 2021). Identical to the UK, McKinsey & Company reports the Spanish travel and tourism industry is forecast to recover from the pandemic by 2024 (Binggeli et al., 2021). The Spanish economy is robust and growing at four percent per year, with a population of 47.35 million potential consumers, the cost of living is affordable, the Euro currency is stable, and inflation stands at three percent. Spain is a country of small FOBs and tourism remains the top industry (E.R, 2021). Spain benefits from an excellent technology infrastructure, with a surge in remote working digital entrepreneurship is becoming the new normal and Barcelona has experienced growth as a travel tech start-up hub (O’Neill, 2020).

Conclusion

Starting a business is a challenging process that requires opportunities, support, money, knowledge, teamwork, talent, passion, persistence, preparation, effort, and potential. An entrepreneur is a person who takes many risks and reaps many rewards ((Shane, Locke, and Collins, 2003; Hayes, 2021).

This essay examined the start-up process of an online travel business in the UK and Spain and discovered that there is more potential to start a travel business in Spain than in the UK because Spain is a tourism hotspot. The UK government provides more free government start-up support than the Spain government. In the UK and Spain friends and family are the primary source of start-up funding. Nowadays entrepreneurship training is extremely accessible because of the internet. Most businesses in the world are family-owned and managed. Labour laws in the UK and Spain are similar apart from a few differences. Finally, the UK has a stronger economy than Spain, but the UK travel industry is highly competitive, so there are more possibilities for growth in Spain.
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