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About the Book

Fed up with working for someone else? Want to start your own business but don’t want to wait years to reap the rewards?

Take every shortcut you can … and get there fast.

As Enterprise Editor of The Sunday Times, Rachel Bridge has met hundreds of the world’s most successful entrepreneurs. Now she shares their expertise to show you the top 20 shortcuts to creating a booming business – and the energy-sapping, time-wasting traps to avoid along the way – so you too can make a million – asap.



About the Author

Rachel Bridge is the Enterprise Editor at The Sunday Times where she writes about entrepreneurs and small business. She has written three books about entrepreneurs: How I Made It, My Big Idea and You Can Do It Too. She has an MA in Economics from Cambridge University.
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INTRODUCTION

These days almost everyone wants to become an entrepreneur and start up a business of their own. It is not hard to see why. The prospect of being your own boss and taking control of your own destiny – and perhaps ultimately ending up with a huge sum of money – is extremely alluring.

The one thing that deters people from taking the plunge and doing it themselves is that setting up a business from scratch – and actually managing to make money from it –seems to take such a long time and require so much effort, money and energy.

By the time you’ve researched your idea and applied for a huge bank loan, then kitted out an office and opened a shop, and employed some people and then moved to bigger offices and opened another shop, and applied for an even bigger loan, it seems it’s going to be for ever before you finally get to sail off into the sunset waving a fat cheque.

The good news is that there is another way of doing it and this book will tell you how. I am going to show you the short cuts to success; how to cut out all the unnecessary stuff you don’t need to do; and how to focus on the important things you really do need to do in order to turn your business idea into a thriving reality. I can’t promise that you will make your first million before lunch, but if you follow the short cuts in this book then I can promise to get you there a whole lot quicker.

Thinking of inventing a product from scratch? Or opening a shop on the high street? Or employing a team of staff? Well, don’t. All these classic start-up approaches are time-wasting, money-draining, energy-sapping diversions. They will merely bog you down in red tape and paperwork. They will not only hold you back, they could seriously damage your chances of success.

This book will show you how to cut out all the time-wasting stuff from every stage of the entrepreneur journey; from having the idea in the first place, to thinking about how to structure it, to launching the business and then growing it. And finally, of course, to selling it, the point at which our journey both begins and ends.

Along the way I will tell you what sort of businesses you should be starting up – and what kind of enterprises you should avoid at all costs.

Some of my suggestions are fairly radical, others are basic common sense. Some reflect the fast-changing world we live in, others are central tenets for all successful businesses.

But the best bit is, they actually work.

As the Enterprise Editor of The Sunday Times and the author of several books about entrepreneurs, I’ve spent many years watching successful entrepreneurs in action and talking to them about how they achieved their success – about the things they wish they had done, and the things they wish they hadn’t. I’ve also talked to the entrepreneurs who failed, and found out what tripped them up.

The fact is that as a first-time entrepreneur you can waste huge amounts of time, energy and money on unnecessary things, simply because you don’t know a better way of going about it. And that is not just frustrating, it is potentially fatal for your business. In the early days of running a business you simply don’t have the luxury of being able to make expensive, time-consuming mistakes. The commercial world is not a forgiving place and if you get it wrong then your business is not going to succeed.

Happily, that is not going to happen to you because you are about to read this book. It contains twenty vital short cuts to help you create a successful business in the simplest and fastest way possible. Following them will save you a lot of time, a lot of frustration, a lot of pain and a lot of money. This book will open your eyes to aspects of starting up and running a business that you never thought about before and it will make you think twice about merely following the expected way of doing things. Best of all, it is full of fascinating and revealing stories about other entrepreneurs who have gone before you, so you can learn from their successes and also from their mistakes.

Of course, not everyone wants or chooses to start up a business solely in order to sell it. There are many other brilliant reasons for starting up a business. You might want to create a business that will provide a comfortable lifestyle for you and your family for many years to come. Or to build something of long-lasting worth that can eventually be passed down through the family from generation to generation. You might be aiming to create an enterprise with a social conscience which can be a blueprint for a whole new way of doing things. Or to build a business that will provide meaningful employment to a local community and give opportunities to people who would not otherwise have had access to them.

Well, this book is for you, too. It will show you how to build your business without wasting time and money along the way on pointless and unnecessary diversions, and get it to the point where it is stable enough and established enough to thrive and start fulfilling the aims you have for it, all in the fastest possible time. Time and energy are precious commodities and if I can help you to use them in the most effective way then I will consider it a job well done. Whatever your ultimate aim, there is a faster way to get there and this book will show you how.

Now, I’m not going to pretend for one minute that it’s not still going to be hard work. It is tremendously hard starting up any kind of business from scratch and there is no guarantee of success, for anyone. It would be wrong for me to pretend otherwise. But at least this way, when you put the effort in, you will know that you are putting it into all the right places, and in the right way. And you will know that you have given both you and your business the very best chance of success.

There is another good reason why everyone wants to be an entrepreneur. It is because creating something from nothing and turning a good idea into a fortune has to be the most exciting thing you can ever do. To become an entrepreneur is to embark on a magical, thrilling, unpredictable, life-changing adventure. And if you get it right, the results can be truly spectacular. So if you can get there faster, so much the better. It just gives you more time to enjoy your success. See you on the beach.


CHAPTER 1

BEGIN AT THE END

THE TITLE OF this book is How to Make a Million before Lunch – but actually a mere million doesn’t even come close to what it could be. Wondering how much money you can really make starting up a business from scratch? Well, let’s see. Lara Morgan started up her business Pacific Direct with £356, which she used to buy a fax machine. She sold the business, which sold toiletries to hotels, a few years later for £20 million. Maria Kempinska started her business Jongleurs, the chain of comedy venues, with just £300. She went on to sell the business for £8 million. And Gerry Pack started up Holiday Extras, providing hotel rooms and parking at airports, with just £100 and sold it in 2005 for £42 million.

You may not read about these kinds of business sales in the press because many of them are private deals for undisclosed sums – but, believe me, deals like this are happening every week. And one day your business could be one of them.

Now, remember, none of these businesses were doing anything particularly radical. They were selling shampoo, comedy entertainment and airport hotel rooms. And none of them were household names in the way that big businesses such as Tesco and B&Q are. You may have heard of Jongleurs and possibly Holiday Extras but you are unlikely to have heard of Pacific Direct. And yet for a small initial outlay of just a few hundred pounds, three ordinary people managed to achieve unimaginable wealth in the space of a few years. In the process they changed their lives and the lives of those around them. Simply by having an idea, following it through, working hard and then selling the business they had created. Sounds appealing?

Now for the basics. There are lots of reasons why people start businesses and all of them are equally valid. You may be doing it because you want to take control of your own life. Or because you are fed up with working for someone else and want to be your own boss. It may be because someone once told you that you would never amount to anything and you want to prove them wrong. Or because you want to buy a bigger house, or because you are stuck at home all day bringing up children and want something to think about other than potty-training and homework.

But whatever the reason for starting it up, if you sincerely want to make a serious amount of money from your business then at some point you have to sell it. The value you create in your business will remain largely locked inside that business until you find someone willing to crystallise that value by paying real money for it. What’s more, you need to be thinking about selling it before you have even started it up.

It’s all about selling it



Let’s look at those two ideas in turn. First, the importance of selling your business. Yes, a business may provide you with a comfortable income and even the occasional dividend once it is properly established. But in order to unlock the true value in your business you really need to sell it. Indeed, many entrepreneurs never see a single penny from their business until they do sell it.

Ideally, what you want to do is to start making profits as soon as you can – some entrepreneurs manage to do this in the first month, many more within the first six months – because having a business which is profitable makes it easy for a buyer to put a value on it. Traditionally, the value of a private business is based on a multiple of between four and ten times its profits before interest and tax, depending on the sector it is in. It also gives a buyer the benefit of a ready income stream and confidence that they are buying something with a future.

But actually these days you don’t have to be making profits already to be able to sell your business. You just have to show that it has the potential to do so one day.

Just look at the enormous prices paid in the past few years for some online businesses which at the time had yet to make any profits. Search engine company Google paid US$1.65 billion to buy video-sharing website YouTube in 2006 and online auctioneer eBay paid an eye-watering US$2.6 billion for Skype, the internet phone service, in 2005. Neither had ever made a profit up to that point.

But while your business doesn’t need profits to entice a buyer, it does need potential. Bags of it. And this is why it is so important that you start thinking about the idea of selling your business almost as soon as you’ve had the idea for the business – because you need to structure it in the right way so that it will appeal to a prospective buyer. And that means showing off the potential of the business in the best possible light. And that means getting the frame-work right before you have even sold a single thing. It may sound extreme but actually it is vital, especially if time is of the essence. Good preparation can add a significant amount to the sale price – and could even determine whether or not you are able to sell your company at all.

Remember, selling a business is not the same as selling a house or a car – if the buyer doesn’t feel comfortable with the business then they will not ask to reduce the price; they will simply decide not to buy and will walk away.

There are three rules for creating a business that someone might actually want to buy:

1. Find yourself a niche

Make your company as attractive as possible by giving it a focus and creating a niche, in other words a corner of the market in which it can really stand out and shine. Ideally you want to make it the best of its kind at what it does. Ask yourself what your business is going to be known for – what sets it apart from all the rest and is therefore worth paying a premium for?

2. Show there is potential for substantial future growth

No one wants to buy a business they feel has reached its peak. You can obviously show there is potential for strong future growth by writing a business plan which highlights where all the future profits can be made, for example in overseas markets, or by expanding into related products to complement the ones you already sell. But, even better, you can show the potential for growth by what your business actually does. Planning to start up an online business selling everything that cats need? It doesn’t take a great leap of imagination to see that you could expand the format to include dogs, guinea pigs and, ultimately, all pets.

This is very much what first-time entrepreneur Wendy Shand has done. A few years ago she started her online business Tots to France, offering child-friendly holiday homes in France that had been inspected for safety and were kitted out with stair gates, high chairs and so on. She then expanded to Italy with Tots to Italy, and has now changed the name of the business to Tots to Travel because she has further expanded to include properties in Spain, Portugal and the UK – and, as she points out on her website, would eventually like to provide child-friendly properties all over the world.

3. Take yourself out of the business

To be able to sell your business you need to remove yourself from the daily running of the business, because otherwise you will remain a vital element of the company and you will never be able to sell it without you going along as part of the package. You need to delegate all your tasks within the company to other people, so that the business can function effectively on its own without you being involved. Basically you need to make yourself redundant. This is not something you will be able to do, or will want to do, instantly but it should be something that is constantly at the back of your mind.

This means that your business must be scalable. In other words, that you yourself do not actually have to be there to do the thing that makes the money. And therefore that growth is not limited to what you yourself can physically do. If the core of the business is centred around your particular skill – making beautiful, intricate stained-glass windows, for example, or writing complex computer software, then you are in big trouble right from the start, because:


[image: figure] the business will never be able to grow beyond what you physically can do yourself, which in turn is limited by the fact that there are only twenty-four hours in a day and by your own personal stamina.

[image: figure] a prospective buyer will only want to buy the business if you come along with it. Which will not only totally scupper your plans to spend the rest of your life sipping cocktails on a yacht, it will turn you into an employee, albeit a well-paid one, for the rest of your life, something that you were presumably trying to avoid by starting up your own business in the first place.



If it is a skill you can teach other people then of course that is fine – and if you can teach it to a computer, even better. Estate agents have been particularly ahead of the game in this area. Property-finding websites such as rightmove.co.uk and globrix.com can email you regular updates of properties for sale in your chosen area and at your chosen price, a far more efficient way of finding out what has just come on the market than having to call a dozen estate agents every day. And estate agents such as Foxtons and KFH now have interactive maps on their websites which show you at a glance exactly where all their properties for sale and for rent are located, a vast improvement on getting an estate agent to drive you around the area while you are trying to match up a pile of printed sales particulars and a battered A to Z street map.

Charlie Hoult, an entrepreneur who is now chief executive of brand agency Loewy, has sold two businesses in the past few years. One was a newsletter publishing company and the other a serviced office business. He believes the single most important factor in selling a company is to make sure the owner is not needed to run the business.

He says: ‘Many entrepreneurs build their business round themselves, which makes it impossible to sell. But if you want to sell it, you need to be dispensable.’

Your business also needs to be one that a buyer easily understands and immediately grasps the concept of. In the image it portrays to the world, your business needs to do exactly what it says on the tin.

Good branding is vital



A key way of adding value to your business – and therefore of increasing the price that someone might want to pay for it – is to create a brand for it. A brand is initially about choosing a great name for your product or service. One that is easy to say and spell, does not mean anything rude in another language, and that is unique to you. It can either be a name that describes what the business does – classically brilliant brand names include Mothercare, Toys Я Us and Burger King – or you can choose a name which means nothing initially but which you hope to embellish with meaning as your business develops. Great examples of this include Starbucks, McDonald’s and Domino’s. The value embedded in a good brand name can easily add millions to the price someone is prepared to pay for it.

So too will a logo used alongside the brand – indeed, in some cases, instead of the brand. You only have to look at how much big businesses are prepared to pay to have their businesses rebranded, or even just tweaked. BP famously spent a fortune just to have the letters BP tilted to one side, and has since spent another fortune to add a sunflower and move it lower-case to bp. Successful logos include the Nike ‘swoosh’, the London Underground symbol and the McDonald’s golden arches. You can tell they work when you don’t need to ask what the logos stand for – you just know.

It can also go disastrously wrong, of course, which is why you need to take great care to get it right. The Post Office spent a lot of money changing its name to Consignia, and then just fourteen months later changed it back to the Post Office again.

But even if you get it right, branding is about more than simply finding an eye-catching name or a logo. You also need to create a strong identity for your business which runs through everything you do, so that the whole thing makes sense to outsiders. Let me explain. First of all you need to decide what kind of identity you want your company to have. Do you want to be seen as a funky, cutting-edge high-fashion business, for example, or would you prefer to be seen as solid, dependable and reliable? What is the core idea of the company? If you don’t know what the company stands for it is difficult to create an identity. You can come up with the most amazing name and logo but if you have no vision or proposition for the company, it will fall apart.

Poundland is an almost perfect example of a company which has an easily understood core vision and brand. It is called Poundland and everything it sells costs one pound. It does exactly what the name implies and you even know in advance how much everything costs. Magic.

Here’s how to create the right image for your business:


[image: figure] Think about what kind of message you want your business to project

[image: figure] Ask other people what they think

[image: figure] Make sure the identity is consistent throughout every aspect of your business

[image: figure] When you have chosen a new identity, ensure it is continually monitored so that it remains relevant



You also need to think about the professional image you portray. Don’t hire a well-meaning friend to do your accounts as a hobby in their spare time, for example. That is not a good look at all for a business that is supposed to be destined for great things. Employ an accountant who is already experienced in selling businesses, so he will not be fazed by the idea, and who can guide you throughout the lifespan of your company, and especially can advise how best to organise your taxes – personal, corporate, capital gains – in anticipation of a sale. Not only will it look far more impressive to a potential buyer, it will be better for the business, too.

Then learn to love your computer. A future buyer is going to want to see detailed up-to-date databases of your customers, so get the software you need to ensure you can start doing this from day one. The same goes for having a clear set of detailed accounts.

You also need to be very aware right from the beginning of the importance of tying major customers and suppliers into the business. Put in place long-term rolling contracts with your key customers and suppliers so that a buyer feels comfortable that they will remain in place when the business is under new ownership. Your buyer needs to be reassured that the special secret ingredient that goes into your cakes and has been the principal reason for their demand is still going to be delivered every Monday when they are in charge.

You see now why it is so important to start thinking about all this stuff before you have even started your business. It is a lot easier to think about having a focus and creating a niche and developing a brand when you have a blank piece of paper in front of you and all the possibilities in the world, than if you are belatedly trying to create a focus and a niche for a business that is already well established.

Who’s the buyer?



Finally, you need to think about what kind of buyer might be interested in your business. It could be a rival keen to expand their market share; it could be a retailer who wants to expand into actually making products; or, equally, it could be a manufacturer keen to get a shop front – either on the high street or online – of their own.

In fact, if you are smart you may be able to work out which other specific firms are likely to want to buy your business before you’ve even started it. That way you can shape and structure your firm in a way that is most likely to appeal to the buyer you have identified – by going into markets where they are not, but would like to be, or else having operations that dovetail nicely with where they currently operate. Get a piece of paper and write down actual names.

It is worth spending some time thinking about how to bag a trade buyer because, if you can find a buyer who needs your business to fill in a missing piece of the jigsaw, they are likely to be happy to pay several times more than your business is worth on a strictly accounting valuation. If you are able to find a buyer such as a foreign company wanting an outlet in the country in which you are located, for example, or you manage to find a company in the north that wants to get a foothold in the south, then you must not let them get away as they will be basing their valuation not on how much your business is strictly worth, but on how much it would cost them – in time, effort and money – to start up a similar operation themselves.

The other big benefit of selling your business to a trade buyer, as opposed to a private equity firm or venture capitalist, is that the former can’t wait to get you out of the door once the sale is completed so that they can start running the business their own way. On the other hand, a private equity firm or venture capitalist is likely to want you to stay running the business for a while after the deal is done, for at least three years and possibly five. And, worse, they are likely to include a hefty earn-out clause which means you only get the money if you meet certain targets – and you forfeit a shed load of the selling price if you quit early.

Remember, you only get the chance to sell your business once, so make sure you get it right. Then all you have to start worrying about is how to spend the money you have made.



ACTION PLAN


[image: figure] Decide what your niche is. What is your business going to be doing that is special and different?

[image: figure] Draw up a list of big firms operating in your industry sector that you think might want to buy your business in the future. If you don’t think a particular firm would be interested, ask yourself why not. If it is something about the structure of your business that might put them off – perhaps you will be opening in the wrong area, for example, or targeting the wrong kind of customers – then it is worth thinking about whether you should be changing your approach.

[image: figure] Look closely at your business model and make sure it is scalable. In other words, can it grow without you being there? If the answer is no, it is a non-starter. Think of a new idea.






CHAPTER 2

DO SOMETHING YOU REALLY UNDERSTAND

LONG BEFORE SIMON COWELL became well known as an acerbic talent show judge, he started up a record label called Fanfare. It had a few hits but Simon quickly realised that to be successful in the long term he would need to know more about the music industry. So he found himself a mentor – record producer and fellow Pop Idol judge Pete Waterman, who had helped him to produce a hit record by the singer Sinitta.

Simon says: ‘I followed him around for three years like a dog. I would follow him into meetings and watch him in the studio. I remember him turning to me one day and saying, “Simon, why are you following me around?” But it was an invaluable experience. I learnt an awful lot from him.’

If you want to create a million-pound business from scratch in the shortest possible time, there is one very obvious thing you should do. Do something you know about. This is blindingly obvious advice and I feel almost embarrassed writing it. But it is truly amazing how many people jump into starting a business with two feet first and eyes closed having absolutely no experience at all of the industry they are entering. I am forever meeting fledgling entrepreneurs at conferences who tell me about the business they plan to set up – and then cheerfully, almost as an afterthought, admit they have no prior knowledge of the industry they are trying to break into and say things like, ‘Oh I haven’t got the faintest idea what I am doing.’

I can totally understand the thinking behind it. When you are stuck in a dead-end job, hating every minute of it, there can be a huge temptation to go off and do something completely different, to throw yourself in at the deep end somewhere and see what happens. In a purely abstract way, the idea of jumping into the unknown without a lifebelt can be exhilarating.

But starting up a business from scratch is hard enough without making it any more difficult. If you want to do something completely different there are all manner of things you can easily do without remortgaging your house and putting your family’s livelihood on the line first – scuba-diving, for example, or pot-holing, or learning how to cook Chinese food. In fact, if you did something such as scuba-diving you would learn how to do it first before gaily plunging to the bottom of the ocean. You should treat starting a business in the same way.

Use everything you have learnt



When Jan Ward started up her business Corrotherm International, which sells non-corrosive pipes that can withstand high temperatures to oil and gas firms around the world, she didn’t do it because it was glamorous or because it involved foreign travel. She did it because she knew all about non-corrosive pipes. She knew everything there was to know about them and everything there was to know about the industry and the market she was selling into. And that was because she had spent the previous ten years working for two businesses which had been doing exactly the same thing. As a result Jan even knew exactly where there was a gap in the market and how best she could fill it with her new business. Frankly, if she hadn’t been successful, it would have been a bit of a surprise.

As she says: ‘If you are going to do anything you really have to know the industry to be successful. I was doing something that was very familiar and I was dealing with customers and suppliers that were very familiar to me, and I knew how to set up a company. I had learnt all those lessons so I wasn’t doing anything that I didn’t know about.’ As a result her business now has sales of more than £10 million.

Andrew Crawford adopted a similar approach. When he decided to start up an online bookselling business, he was extremely well qualified to do so, having already spent several years working for two other online booksellers. First he worked for a small company called Book Pages, which sold books over the internet when the medium was still in its formative stages. Then, when Amazon bought out the company to use as a base to set up its British arm, he worked for Amazon, spending three years learning everything he could about how the business operated, ending up as Senior Operations Director.

By the time he was twenty-nine, Andrew had amassed a wealth of experience about the online book market and had worked out that there was room for a competitor in that market.

Under the terms of his contract with Amazon, he was forbidden to start up a competing business straight away so initially he became a consultant for start-up companies. But by 2004 he was free to follow his dream and so, with £10,000 of his own savings, he built a website and The Book Depository was born.

The business has a single, simple aim – to try to make all books available to all people. In order to differentiate himself from the competition, Andrew introduced another enticement – free delivery to anywhere in the world, for even a single book. ‘You can buy a 20p book on our site and we will deliver it to Australia free,’ he says. ‘We are very good at supply chain and we worked out that we can afford to do this.’

His instincts were spot-on. In the first year The Book Depository had sales of £2.2 million and was profitable from the first month. By the second year sales had risen to £11 million. Andrew also started a publishing programme in which the firm republished two hundred titles that were out of copyright and out of print.

Even better, despite having left Amazon to do his own thing, Andrew continued to have close ties with the company, to the extent that customers on his site are offered the choice of buying a book through The Book Depository site or through Amazon.

‘We complement Amazon in some ways because we provide the books that they can’t get hold of that easily,’ he says. The philosophy has paid off in spades. The company’s annual turnover is now more than £35 million.

Andrew is clear about the secret of his success. ‘For me it is having an intimate knowledge of the book supply chain. I have been doing this for ten years, so I am very experienced in it.’

Spot the gap in the market



Phil Langley’s job enabled him to spot a gap in the market in his particular industry which someone coming into the industry from the outside would have been hard-pushed to discover.

Phil sold water coolers that dispensed water from bottles, which were replaced when the previous bottles became empty. When the company acquired another business in 2001, it came with a division that supplied machines that took water from the mains and cooled and filtered it before dispensing it.

Phil was asked to look at what should be done with this division. He started researching the market and discovered that mains-fed coolers had several advantages over bottle-fed ones, not least because they did not require someone to deliver full bottles of water and take away the empty ones. Cutting out the transport element also made the product greener.

The central problem faced by the existing players in the market was that customers did not want to go to the effort and expense of installing the plumbing that was
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