Start-up
This 16 part start-up exercise can be undertaken as one exercise or as relevant chapters of the book are complete:

	Chapter
	Exercises
	Topics

	4
	1–3
	Business ideas

	5
	4–9
	Feasibility: customer and benefit analysis, market research, break-even, resources

	6
	10–11
	Profit and cash flow evaluation

	8
	12–15
	Business plan

	12
	16
	Obtaining finance


1. Follow this four step guide to generating ideas for a start-up, adapted from Timmons
. The aim is to generate as many ideas as possible. While generating ideas, it is important not to evaluate them or get bogged down in the detail of how they may or may not work.

Step 1: List ideas. Think of unmet market needs, changes in technology or legislation or demographics, ideas you have seen in other regions or countries that you have not seen here, knowledge and information gaps.

Step 2: Expand the list. Think about your personal interests, experiences, desired lifestyle, values and what you feel you are likely to do well or would like to do.

Step 3: Get feedback on the list from at least three people who know you. Knowing you, they might be able to add to the list by interpreting it slightly differently.

Step 4: Jot down insights, observations and conclusions about your ideas and personal preferences.

2. Using the list generated from this exercise, evaluate each idea against the following eight criteria, using a score of 1 (very poor or very unattractive) to 5 (very high or very attractive).

· Attractiveness of idea  – Would you enjoy doing it?

· Ability to undertake – Do you have the skills needed to do it?

· Practicality – Is it something that really can be done?

· Potential market demand – Will customers buy it?

· Ability to combat competition – Is there competition and can you combat it in some way?

· Ability to differentiate – Can you differentiate it in some way that can be sustained over a long period?

· Price potential – Can you avoid competing simply on price,

· Resource availability – Do you think you have, or can get, the resources you need to start-up this business.

The top scoring three or four ideas might be worth exploring further. 

3. List the critical factors – the ones that you would need to make certain were right – in taking the top scoring three or four ideas from the previous exercise further. Evaluate the ideas and select the one you want to take further. Be aware that the one you select may still prove not to be commercially viable and you may have to return to this list to research another idea.

4.  Consider the features and benefits of the product or service you have decided to research further: 

· List the features. 

· Alongside this, list the benefits that customers derive from those features. 

· Alongside that, list the proof you might offer customers to convince them the benefit is real.

For example:

Shop stays open late  (  Flexibility in shopping time  
(  Come and see

New car suspension   (  Greater ride comfort

(  Test drive

5. Undertake appropriate desk and field research to find out as much as you can about the market that you wish to enter. Write a brief report giving:

· Estimates of the size and growth of the market. 

· Details of competitors – names, strengths and weaknesses.

· An evaluation of the degree of competition in the market, using the Competitive Analysis Checklist below.

· An evaluation of your business strengths and weaknesses.

· The basis for your competitive advantage over competitors.

Competitive Analysis Checklist






High

Medium
Low
Competitive rivalry


Power of customers


Power of buyers



Ease of entry to market


Threat of substitutes

 
Overall evaluation


6. Write a brief report giving details of:

· The target market you are aiming to sell to.

· The marketing strategy you aim to adopt, giving details of any basis for differentiating your product or service and the marketing you aim to adopt.

· The selling price you have decided to set for your product or service, giving details of the variable cost per unit and the average cost per unit (given your estimated sales volume) that you face along with the ‘going rate’ in the market.

· Any particular launch strategy.

7. Using the Break-even Worksheet, work out the break-even point for your business idea. Do you think you can achieve this level of sales?

8. List any equipment you might need for the start-up. Find out the cost of this equipment. Can it be borrowed? Can it be leased or hired? If so, find out the costs.

9. For the product or service you have selected, team up with two other students, one as a customer and the other as an observer, and conduct a role-playing sales interview lasting 15 minutes with the customer. Make certain each of you understands the role you are playing. Plan your interview using the outline contained in this chapter. When it is finished, get the observer to give you feedback on how you performed. Make certain you understand the implications, not only for your own selling skills, but also for the benefits offered by your product or service.

10.
Refer back to the Break-even Worksheet and from it prepare a profit statement.

11.
From this estimated profit statement prepare a cash flow forecast, using the pro-forma Cash Flow Forecast.

12. Undertake a PEST analysis on one of the business ideas.

13. Undertake a SWOT analysis on yourself in terms of your ability to run your own firm.

14. Write a mission statement for your business that reflects what business you are in and what you want it to become.

15. Using as a model the specimen business plan in the Appendix to Chapter 8 that is closest to your business (retail, service or manufacture), prepare a business plan for your own business idea, using the pro-forma on the following pages.

16.
Prepare a schedule showing the amount of finance you need to start the business, the uses to which it will be put and the proposed sources – lease, HP, factoring, overdraft, loans (long- vs short-term), venture capital. How do you think the financier would view your proposition?

Break-even worksheet

Sales:







£
 

(A)

Less direct (variable) costs:



Materials


£



Direct wages


£



Other



£   

Total direct costs





£ 





Gross profit/contribution:




£             
(     %)
 (B)

Fixed costs (overheads):



Wages/salaries (incl. taxes)
£ 


Rent



£



Heat/light/power

£ 


Advertising


£ 


Insurance


£ 


Transport/travel

£



Telephone


£ 


Stationery/postage

£ 


Repairs/renewals

£  


Depreciation


£ 


Local taxes


£



Other  ..................

£ 


Other  ..................

£


Total fixed costs





£ 
          
(    %)
 (C)


Net profit






£ 

Less drawings or dividends




£              

Profit retained in the business



£

   










£



Break-even point
 = 
(C) x (A)
=






     (B)

Cash Flow Forecast

	Month:
	
	
	
	
	
	
	
	
	
	
	
	
	

	Sales
	
	
	
	
	
	
	
	
	
	
	
	
	

	Volume:
	
	
	
	
	
	
	
	
	
	
	
	
	

	Value:
	
	
	
	
	
	
	
	
	
	
	
	
	

	RECEIPTS
	
	
	
	
	
	
	
	
	
	
	
	
	

	Sales – cash
	
	
	
	
	
	
	
	
	
	
	
	
	

	Sales -debtors
	
	
	
	
	
	
	
	
	
	
	
	
	

	Capital introduced
	
	
	
	
	
	
	
	
	
	
	
	
	

	Grants, loans etc.
	
	
	
	
	
	
	
	
	
	
	
	
	

	TOTAL      (A)
	
	
	
	
	
	
	
	
	
	
	
	
	

	PAYMENTS
	
	
	
	
	
	
	
	
	
	
	
	
	

	Materials
	
	
	
	
	
	
	
	
	
	
	
	
	

	Wages/salaries
	
	
	
	
	
	
	
	
	
	
	
	
	

	Rent
	
	
	
	
	
	
	
	
	
	
	
	
	

	Heat/light/power
	
	
	
	
	
	
	
	
	
	
	
	
	

	Advertising
	
	
	
	
	
	
	
	
	
	
	
	
	

	Insurance
	
	
	
	
	
	
	
	
	
	
	
	
	

	Transport/travel
	
	
	
	
	
	
	
	
	
	
	
	
	

	Telephone
	
	
	
	
	
	
	
	
	
	
	
	
	

	Stationery/postage
	
	
	
	
	
	
	
	
	
	
	
	
	

	Repairs/renewals
	
	
	
	
	
	
	
	
	
	
	
	
	

	Local taxes
	
	
	
	
	
	
	
	
	
	
	
	
	

	Other  ..............
	
	
	
	
	
	
	
	
	
	
	
	
	

	Other  ..............
	
	
	
	
	
	
	
	
	
	
	
	
	

	Capital purchases
	
	
	
	
	
	
	
	
	
	
	
	
	

	Loan repayments
	
	
	
	
	
	
	
	
	
	
	
	
	

	Drawings/dividends
	
	
	
	
	
	
	
	
	
	
	
	
	

	TOTAL      (B)
	
	
	
	
	
	
	
	
	
	
	
	
	

	CASH BALANCES
	
	
	
	
	
	
	
	
	
	
	
	
	

	Cash flow  (A) – (B)
	
	
	
	
	
	
	
	
	
	
	
	
	

	Opening balance
	
	
	
	
	
	
	
	
	
	
	
	
	

	Closing balance
	
	
	
	
	
	
	
	
	
	
	
	
	


Business Plan

Business name and address:

Proprietor’s name and address:

Business form:


Business activity

Aims:

Objectives:

Market size and growth:

Competitors:


Names



Strengths



`Weaknesses

Your business:


Strengths




Weaknesses

Competitive advantages:

Proposed customers:

Advertising and promotions strategy:

Pricing strategy:

Premises

Equipment

Key people and job functions:

Background details of key people:

.
Financial Highlights

12 months to:

Turnover:

Profit:

.
Break-even:

.
Funding requirement:

Source of funds:

Forecast Profit & Loss Account
Business:

Period:


Sales:







£


(A)

Less direct (variable) costs:



Materials


£



Direct wages


£



Other



£


Total direct costs





£____________



Gross profit/contribution:




£


(B)

Fixed costs (overheads):



Wages/salaries (incl. taxes)
£



Rent



£



Heat/light/power

£



Advertising


£



Insurance


£



Transport/travel

£



Telephone


£



Stationery/postage

£



Repairs/renewals

£



Depreciation


£



Local taxes


£



Other  ..................

£



Other  ..................

£


Total fixed costs





£____________
(C)

Net profit






£


Less drawings or dividends




£____________


Profit retained in the business



£____________




Break-even point
 = 
(C) x (A)








    (B)

Cash Flow Forecast

	Month:
	
	
	
	
	
	
	
	
	
	
	
	
	

	Sales
	
	
	
	
	
	
	
	
	
	
	
	
	

	Volume:
	
	
	
	
	
	
	
	
	
	
	
	
	

	Value:
	
	
	
	
	
	
	
	
	
	
	
	
	

	RECEIPTS
	
	
	
	
	
	
	
	
	
	
	
	
	

	Sales – cash
	
	
	
	
	
	
	
	
	
	
	
	
	

	Sales - debtors
	
	
	
	
	
	
	
	
	
	
	
	
	

	Capital introduced
	
	
	
	
	
	
	
	
	
	
	
	
	

	Grants, loans etc.
	
	
	
	
	
	
	
	
	
	
	
	
	

	TOTAL      (A)
	
	
	
	
	
	
	
	
	
	
	
	
	

	PAYMENTS
	
	
	
	
	
	
	
	
	
	
	
	
	

	Materials
	
	
	
	
	
	
	
	
	
	
	
	
	

	Wages/salaries
	
	
	
	
	
	
	
	
	
	
	
	
	

	Rent
	
	
	
	
	
	
	
	
	
	
	
	
	

	Heat/light/power
	
	
	
	
	
	
	
	
	
	
	
	
	

	Advertising
	
	
	
	
	
	
	
	
	
	
	
	
	

	Insurance
	
	
	
	
	
	
	
	
	
	
	
	
	

	Transport/travel
	
	
	
	
	
	
	
	
	
	
	
	
	

	Telephone
	
	
	
	
	
	
	
	
	
	
	
	
	

	Stationery/postage
	
	
	
	
	
	
	
	
	
	
	
	
	

	Repairs/renewals
	
	
	
	
	
	
	
	
	
	
	
	
	

	Local taxes
	
	
	
	
	
	
	
	
	
	
	
	
	

	Other  ..............
	
	
	
	
	
	
	
	
	
	
	
	
	

	Other  ..............
	
	
	
	
	
	
	
	
	
	
	
	
	

	Capital purchases
	
	
	
	
	
	
	
	
	
	
	
	
	

	Loan repayments
	
	
	
	
	
	
	
	
	
	
	
	
	

	Drawings/dividends
	
	
	
	
	
	
	
	
	
	
	
	
	

	TOTAL      (B)
	
	
	
	
	
	
	
	
	
	
	
	
	

	CASH BALANCES
	
	
	
	
	
	
	
	
	
	
	
	
	

	Cash flow  (A) – (B)
	
	
	
	
	
	
	
	
	
	
	
	
	

	Opening balance
	
	
	
	
	
	
	
	
	
	
	
	
	

	Closing balance
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