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         Introduction 

         When I started my business Coffee Nation in late 1996 I believed I had found a good opportunity. I also thought I knew something about business, as by then I had been running and growing my own consulting firm for almost five years. I set out a growth path in my business plan which I thought realistic. 

         I was soon to discover that this path was going to be a whole lot tougher than I had bargained for. My previous business experience counted for very little – the modest ambitions for growth I had set out meant that the entire venture was not worth the effort required and the idea that I thought so simple proved to be anything but. 

         I persevered but had to make drastic changes along the way. The business plan was soon out of the window and I was experimenting constantly with limited funds – and hence time – in which to find the answer. It was nothing like I expected and to be honest, for much of this period, it wasn’t a lot of fun either. I had to change and I learnt much about myself along the way. 

         For as long as I could hold on I was determined to never ever give up. It was truly at the eleventh hour – as I was thinking I would have to call it a day – that some light emerged at the end of the tunnel. From there events moved quickly and ten years later Coffee Nation had become a known and loved brand up and down the UK. By now that little business I started has probably served over 100m cups of coffee.  

         So why have I written this book? Many friends and colleagues with whom I shared the journey of building Coffee Nation encouraged me to tell the story. Contrary to what you might expect, it’s not intended to be an anyone can do it inspirational guide to starting your own business written by a successful entrepreneur. Although if my words do inspire you to start your own venture then that’s great.  

         What really encouraged me to write Wake Up and Sell the Coffee is the need to help more entrepreneurs not just start a business but to survive and grow. I noticed that so much of what is written and talked about relates to start-ups, not what comes later. The journey beyond survival and on towards growth gets little coverage. 

         Looking at the figures, out of almost 250,000 businesses that started in 1998 only roughly one-third survived to 2008. The odds are not great, but if you can start from the right place then your chances of success may be greater. Merely encouraging more start-ups is not enough. We need more of these businesses to survive and go on to become high-growth companies. We need quantity and quality.  

         It is high-quality businesses that survive long enough to become high growth ones, evidenced by the fact that 70% of high-growth companies are at least five years old. Most businesses start small and stay small - they lack the ambition, potential or both to grow beyond this.  Only 1.5% of start-ups reach 20 employees. High-growth companies represent only 6% of all UK companies employing ten or more people.
               
			[1]
             
         

         High growth is not about vanity. These businesses are proven to be more resilient through recession and account for a disproportionate share of job creation. In the period 2007 to 2010 the number of UK businesses growing at over 20% per year remained broadly similar to that in the periods 2002 to 2005 and 2005 to 2008. In these periods, insolvency rates for high-growth firms were approximately 2.5% compared with 4% for non-high growth businesses.
               
			[2]
             It is the tiny number of UK firms experiencing high growth (around 12,000 businesses, or just 6% of those employing more than ten people) that account for more than half the growth in jobs. Between 2005 and 2008 the average high growth UK company almost tripled their headcount.
               
			[3]
             High-growth firms attract and retain the best talent and advance society. 

         There has never been a better time to start your own business in Britain. I would like to encourage more entrepreneurs to think and dream big and then look for an idea that could be one of those high-growth businesses, rather than settling for starting something less ambitious and with less potential. 

         I hope Wake Up and Sell the Coffee can play some part in helping more British start-ups start well, survive and get on the right track to becoming successful mid-market growth companies with annual sales of £10m or more and heading on to £100m and beyond. We need more of these, a lot more, if Britain is to maintain its position as one of the world’s strongest economies in the coming years. 

         I do not deny the role of luck and opportunism, but I think we can do much to enhance the prospects of success. Through telling my own growth story, sharing the lessons I learnt and setting out how to start with the end in mind to design a high-growth business, I hope Wake Up and Sell the Coffee can help more of Britain’s entrepreneurs dream big and achieve big. 

         Martyn Dawes 

         November 2013 
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         1 ‘Measuring Business Growth, High growth firms and their contribution to employment in the UK’, NESTA (October 2009).  [return to text]
         

         2 ‘Vital Growth: The Importance of High Growth Business to the recovery’, NESTA (March 2011).  [return to text]
         

         3 ‘Measuring Business Growth, High growth firms and their contribution to employment in the UK’, NESTA (October 2009).  [return to text]
         

      

   
      
         My Early Life 

         

            Beginnings 

            My childhood was unremarkable – I was born in Coventry and grew up in the small town of Nuneaton in Warwickshire. What did mark me out as different was being an adopted child. Whilst I came from a very loving home, there was an imbalance somewhere; I felt I had something to prove. I think my drive was a result of not knowing where I came from. 



            At school I was above average but not amazing. I studied really hard to get seven O levels and then left sixth-form college after only 12 months to join Sterling Metals as a management trainee, a foundry making components for automotive and aerospace industries where my father also worked. All my friends were off to university but I knew I was going in the right direction – it didn’t feel like a big risk. 

         

         

            Early career 

            I progressed quickly at Sterling, but in 1990 I left when I was headhunted by Massey Ferguson the agricultural tractor manufacturer. I had a great time with this company but came to realise life in a big company was not for me. By the summer of 1991 I had met my future wife Trudi via Dateline and declared my intention to move in with her in London and start my own business. 



            I registered for a one-week training programme with the British Standards Institute on auditing management systems of companies and in August of that year I left Nuneaton, moved in with Trudi in her flat in Crystal Palace and started my business. I was providing quality assurance and training consultancy to small businesses, mostly within manufacturing. The word entrepreneur meant nothing to me at that time, but unbeknown to me I was on my way. 

         

         

            My first business – Martyn Dawes Associates 

            There are a number of things I notice from my early entrepreneurial endeavours. Firstly, I was not looking for a gap in the market to fill. Instead, I was applying what I knew from my professional career to date. This was enough to get me started. I also began to recognise that very often your environment plays a big part in the success you achieve. 



            Two such factors laid the foundations for me to start my own business. My career in quality assurance and the training I had undertaken (paid for by myself) gave me the credentials to help businesses introduce quality management systems to the ISO9000 standard, which at the time more and more companies were being required to implement by their customers. 

            The second factor was my girlfriend. Crucially, she supported my ambitions 100% and encouraged me to think bigger than I knew. She had just met me and was happy to be the main source of income whilst I got my business off the ground. 

            My business was called (somewhat unimaginatively) Martyn Dawes Associates (MDA). I had no idea who the associates were, but somehow it gave the impression that it was more than just me operating out of the back bedroom in Trudi’s south London flat. I was successfully winning clients from day one. I noticed I loved the thrill of identifying the opportunity and winning the business. 

            When Trudi joined me as a business partner we started winning clients such as The Burton Group and delivering consultancy support to help companies achieve the Investors in People standard. We really started to motor and landed clients such as USA Today, Selfridges and Sandvik.  

            MDA gave me a terrific grounding in business basics. We were very successful, but after about four years I started to ask myself whether what I wanted to achieve with the business was realistic. I was determined to scale up and build a larger firm and longer-term client base to grow the firm to the next level. Driving the momentum of a growth business is essential – a sense of pace and urgency is critical – but this behaviour has to go with the right sort of business. 

            I realised that as a professional services firm we were forever trying to create products or services that could be delivered repeatedly in order to create some degree of predictable fee income – but it became clear that it was almost impossible to build this kind of business in a planned and measured way. Worse still, MDA (by now renamed Dawes Ryan Consulting, DRC) was an adjunct to its clients. If they grew so did we, if they contracted it was likely our fee income would shrink too. 

            DRC was a great business I could be proud of but I realised I craved building a company that could really grow and trying to drive DRC forward at breakneck speed was not the answer. I would have to look elsewhere. 

            My realisation was that I wanted to build a business with a product and that wasn’t so reliant on a small number of high-value clients, something that wasn’t all about a fee for a day’s work. It was time to set my sights higher and look for a high-growth business opportunity. 

         

         
            Learning points 

            
               	    When you know it’s right, jump. Don’t hesitate or over analyse. 

               	    Be prepared to stand up for what you believe in and don’t follow the crowd; if you need to fit in with friends and colleagues you’re probably not an entrepreneur. 

               	    Think bigger than you know and set goals that are almost beyond you – they won’t always come off but when they do the confidence boost will propel you forward to the next goal. 

               	    Pushing forward is vital but all businesses can only grow at a certain rate; learn what is the optimum pace of expansion for your business and sector. 

            

         

      

   
      
         1996 – My Big Idea 

         In the spring of 1996 I worked three days a week on DRC clients and the rest of the week looking for a business idea. To be honest I probably looked for any excuse to pad the three days out a bit, the dark side of the week loomed up and I often had a sinking feeling about what I would do with my time in those other two days. DRC was my comfort blanket. 

         I decided I needed to physically separate myself from my old business so I rented a little office in Wardour Street in London’s Soho. This was a buzzing neighbourhood and it felt fresh and exciting to go there, even if I hadn’t a clue what I was going to do when I arrived at the office. The next step was to find the business idea. 

         

            TRM photocopiers 

            At the time I subscribed to a magazine called Business Age. It was part entrepreneur, part management. During the summer I read a small article about an American photocopier business called TRM, listed on the NASDAQ stock market. It had 30,000 photocopiers located in small retailers across America and the UK, and it was now expanding into France. 



            What caught my eye about the article was the way this business operated. It bought used photocopiers, refurbished them and then located them in newsagents and drugstores completely free of charge to the retailer. TRM supplied all the consumables and maintained the machines. A rep would visit each store and take a reading from the machines to see how many copies had been made. The revenue (we’re talking 4p a page here) was then split between the shopkeeper and TRM. The more the photocopier was used the greater the percentage of takings kept by the retailer. 

            It was a simple revenue-share model and somehow it attracted me. It occurred to me as being a win-win model – the retailer would benefit by offering an additional service to their customers and apart from keeping it switched on and full of paper they didn’t have to worry about anything else. The shopkeeper didn’t have the financial outlay for the machine or even the toner and ink cartridges; they were supplied by TRM.  

            What I also liked was the idea that these machines were working away generating revenue day in, day out. I wondered if I could find another product that would fit this model and then take it to Britain’s small shopkeepers.  

         

         

            A research mission to the US 

            Whatever business idea I did eventually land on, I was going to need to be able to fund its birth. Trudi and I talked this through and agreed that I take £50K from DRC to fund my new venture. 



            At around the same time, I attended a business start-up conference and exhibition and talked to the accountancy firm Baker Tilly, who had a stand there. I explained to one of their corporate finance partners that I had £100k – a small lie, but it sounded better than £50K – to invest in a new business. They were interested in working with start-up businesses, so now I had money, a business model and an advisory firm keen to work with me. 

            I just had to find the product. I asked myself where would be a great place to look for new ideas and before I knew it I was booking a ticket to New York. It occurred to me that great ideas often come out of the US and they inevitably find their way across the Atlantic. 

            I had never been to New York and here I was off to find an idea for a new business to start in London. I suppose this kind of thing is part of what makes being an entrepreneur such fun; it is an adventure that unfolds day by day and if you relish this you will relish entrepreneurship. 

            When in New York, each day I would head into town on the subway and pick a different area to explore. My tendency was to look at retail businesses, who sold direct to customers. From what I saw, three opportunities stood out: 

            
               	   A small retail outlet called Custard Beach. It sold tubs of frozen yoghurt for customers to eat in or take away. 

               	   A restaurant and cinema called The Screening Room. This was basically a large, casual restaurant with various cinema screens incorporated into it. 

               	   Filter coffee being sold in convenience stores (c-stores), like 7-Eleven. I remember seeing all types – suited business people, office workers, delivery drivers, builders, New York cabbies – buying cups of coffee to take away in Styrofoam cups for a dollar a go. 

            

            All of these appealed to me. Custard Beach was fun and the product tasted great. People were clearly buying and loving it; it could be a real success rolled out across London. But I had a nagging doubt – the British weather. 

            The Screening Room was just opening and I could see the concept working in the UK, particularly London. However, combining food and cinema seemed a big task and it was also reliant on the right kind of property. 

            This left the coffee in convenience stores. What appealed was the sheer volume of filter coffee in plain cups that was flying out of the door of these no frills convenience chains. There was no real estate, no staff and I was aware that coffee bars such as the Seattle Coffee Company had started opening in London. Maybe there was a new trend emerging for coffee drinking in Britain? 

            I was in New York for a week and then decided to visit the largest shopping mall in America – the Mall of America in Minneapolis – in the hope that I might see an exciting idea there. After a long day walking this enormous mall, one night I found myself flicking through the yellow pages in my hotel room. I reached ‘coffee making equipment’ and decided to call one of the companies listed. They were very helpful and I arranged to meet them the following morning at my hotel. 

            When I went downstairs to the lobby I was met by a representative of the company who took me out to the car park, where there was a very, very large A-team-type transit van branded in the company’s logo and colours. He slid the side door open and a fully kitted out coffee equipment showroom emerged, complete with leather swivel chairs and the most enormous coffee machine. He gave me the full demonstration and I sampled the coffee, which was amazing. 

            Three things occurred to me; the machine was huge, could I really see this in a newsagent? Also it was not a machine that a customer could use themselves. Finally, it was expensive, or at least I thought so, and I’d need to sell a lot of coffee to make this work. If this idea was to be the one I ran with I’d need a much smaller, lower-cost machine that was really easy for people to use. 

         

         

            My mind turns to coffee 

            I returned home thinking that coffee sold in takeaway cups was my idea and there were a number of positive trends I quickly picked up on: 



            
               	    Coffee and sandwich shops were expanding in the UK. Aroma and Seattle Coffee Company were making waves and Coffee Republic opened its first store in 1996. 

               	    One of these chains already had some concessions in Waterstones bookshops, so this gave me confidence in the idea of coffee being sold in locations other than standard cafes. 

               	    I discovered that fresh coffee was one of the most important elements of the American c-store product range. 

            

            I started to list the potential locations where takeaway hot drinks could be sold. I began with CTNs (confectioners, tobacconist, newsagents) and quickly decided that post offices, small grocery stores, opticians, doctor’s surgeries, chemists, tube stations and fashion stores could all be possible locations. If even a small fraction of these worked I’d be looking at thousands of locations. 

            Then I started to research the equipment and supply side of the model. I found a number of small table top beverage dispensers that were made in the UK, meaning it would be easy to deal with the manufacturers. These were also, I thought, a good price at less than £1000. They used instant coffee granules and powdered milk whisked together with water to produce a cappuccino-style drink. 

            I researched ingredient and consumable supply and met suppliers. I could produce a coffee for 4p and a cup, lid, sugar and stirrer were another 4.5p. Recognising that I wasn’t competing against coffee bars – this was a convenience product, not an indulgence – I set the drink price in my mind at 60p. Many of my friends would recall me asking them around that time: “Would you buy a coffee from a newsagent and what would you pay?” Simple market research indeed. 

            I envisaged the coffee dispenser sitting atop a small fabricated unit that would incorporate cups, lids and other consumables, and a bin for discarded sugar tubes and stirrers. I took some design cues from coffee bars. I remember newspaper articles from that time talking about this US import of drink-thru’ lids which were becoming popular in coffee bars, so I decided to use them as well. 

            One of the obvious ingredient suppliers for me to speak to was Nestlé, owners of the brand Nescafé. I figured that if I could use the world’s leading brand of instant coffee in the machine this would bring immediate credibility. 

            It turned out that Nestlé too recognised the development of a food-on-the-move culture in the UK and had an eye on the takeaway coffee market. I was soon meeting them in their head office tower in Croydon, South London. My revenue share business model appealed as they could see that by me owning the equipment and splitting the revenue with the retailer it opened up literally thousands of locations. 

            They were excited at the prospects of the Nescafé brand being able to penetrate this new market channel and quickly agreed to pay for point of sale material and in-store signage for each location. They also agreed to pay for each machine to be Nescafé branded. This was a real coup for me; all this marketing support at zero cost. I also negotiated great rates for the coffee prices. Nestlé had other brands in petrol station forecourts in central London and we went on a tour of those together. I figured I could learn a lot from these guys. 

            Despite my comfort with my own business model of selling instant coffee in small shops, I do recall thinking that perhaps Nestlé were being naive in not recognising the growth of roast and ground coffee, which was fuelling the growth of the new breed of coffee bars. This didn’t cause me much concern, however, as I felt people would not be prepared to pay the price for ground coffee in a corner shop or petrol forecourt. 

         

         

            Early business planning 

            My planning continued. I met with the National Federation of Retail Newsagents and the Association of Convenience Stores. All saw the need for my business and welcomed anything that helped the small retailer. I lined up Dynorod (a franchise-based, nationwide plumbing company) to install mains water into each location. They provided me with detailed costs and I decided that I would pass this on as a set-up cost to the retailer. This was all they would pay up front. 



            The coffee machines would require maintenance. This was simple and would take less than an hour a week, so I decided that the staff in the shop could and should do this. An early – and accurate – realisation was that getting the retailer to play their part in the enterprise, i.e. by cleaning the machines, would be critical to success. For technical maintenance of the machines I met with a company called Neopost who maintained franking machines and were keen to diversify. 

            I thought long and hard about undertaking formal market research and had a number of proposals for face-to-face street interviews with consumers outside of newsagents and other potential locations. With my limited funds though, to blow £5k on a market study seemed like a big chunk to spend. I also questioned what market research could really tell me. My concern was that until the product was there, available to buy, all consumers could tell me was what they might do. This was not factual research. 

            So I abandoned this plan and instead spent a fraction of £5000 with a company called Verdict Research, asking them to look at each channel to market (e.g. CTNs, dry cleaners, doctor’s surgeries, estate agent’s offices, etc.). How many locations did they see per channel and what was the best way to target them? 

            With the thinking really taking shape I started to put together a business plan and worked out that each machine needed to sell a minimum of 100 cups per week. A typical newsagent was open for around 80 hours per week so 100 cups sold would mean 1.25 per hour. Surely this was realistic? 

            My plan dictated 190 machines installed across 1997. On that basis the business would turn profitable by the end of the year and with 500 machines by the end of 1998 it would achieve sales of around £1.5m and make 7% net profit. 

            What to name the business didn’t seem that important, particularly as we were using Nescafé as the public face and brand to the consumer. But a name was needed. A few mates congregated in our front room for the purposes of a brainstorming session. Trudi agreed to do supper, I supplied a few bottles of wine and we were off. Someone came up with West 1 Coffee (this sounded too much like a courier company) and Power Coffee (for bodybuilders?). Trudi’s leftfield response was Climax Coffee; after a few bottles of wine we loved this. In reality though… coffee that makes you orgasm? Not sure about that one. 

            I reminded those assembled that this was really about making coffee-to-go part of everyday life across the nation. I’m not sure who finally suggested Coffee Nation but it stuck and epitomised what we were about. Within weeks I had a logo to boot; a cheerful coffee pot going around the world in a smart blue and yellow colour scheme. 

         

         

            Knocking on doors 

            The only reliable way to secure locations quickly was to get out on the street and literally knock on doors. I bought a cheap A4 presentation folder and knocked up some simple sales pages. 



            I practised my sales pitch – “High quality drinks at affordable prices for your customers” – and worked out what share of the revenues the shop could keep depending on how many drinks they sold. The more they sold the more they kept. There was a digital drinks counter in the machine so once a month I would visit, take a reading and then invoice them for my share of the sales. 

            In South London I started walking in off the street and asking to speak with store owners. There were lots of responses such as “Not interested”, “It won’t work” or “I have no space”, but after several weeks I had a small list of independent stores who were willing to try it out. I had prepared a checklist to assess their suitability. Did they sell morning goods? Did they have a lottery terminal to bring in footfall? 

            I figured that for all the No’s, the Yes’s would come, but I do remember days of getting absolutely nowhere. Many of these small shops were not modern retail to say the least and I did think that many of them lacked the motivation to develop their offer to be more attractive to the consumer. One winter’s day in particular stands out – it was so cold, it started to snow and I thought to myself that there must be an easier way to make money. 

            Despite this – and several of the stores who at first said yes then backing out – as 1996 drew to a close I had the first machines installed and trading. I scribbled in my notebook “We are a retailer not a vending machine operator.” 

         

         

            Professional business support 

            So I had live sites, a business plan I had researched thoroughly and I had also met with my bank to talk about asset finance for the machines. The Baker Tilly business card was still sitting on my desk and it was time to call them. A meeting was arranged with a lady called Christine Corner. 



            I thought about what I wanted from the meeting. Feedback on the business plan, how they could help me secure finance of the right type, how they can support me now, through growth and to a stock market float (AIM was all the rage at the time) and how they could help me think and act big were all on my mind. 

            My calculations showed I needed about £150K at the time so a Small Firms Loans (SFL) combined with my own funds and perhaps a bank overdraft would be sufficient. Christine agreed to write to me with a proposal. This was to be for one year, for a fixed fee and would include support in helping me develop the business plan and line up funding. She agreed to a three month payment holiday, though she wanted the fee to increase as the business became successful. I wasted no time in signing them up. I felt they were genuinely interested in seeing my fledgling business succeed. 

         

         

            Spar 

            As well as targeting individual retailers, I also approached larger convenience store chains Spar and Alldays. I had read an article in The Grocer quoting the retail director of Spar: 



            “Coffee and food to go represent a huge opportunity for UK independents. Cappuccino machines offer a real profit opportunity that require little maintenance. Wawa sells over 2600 cups per day per store and refer to it as liquid gold.” 

            If ever I needed proof that I was on to something this was it! Wawa was a US convenience store chain and it appeared Spar had spotted the same opportunity I had. They were clearly open to the idea of selling takeaway coffee from their stores. 

            Within days I had penned a letter to Spar setting out how Coffee Nation was the only company set up to provide a bespoke coffee service exclusively for the c-store market. I didn’t have to wait long for an answer. They called me and on 23 December I was in their offices. Spar, by volume of locations, was actually the largest retailer in the world. There were no nerves though – I couldn’t wait to get in there. 

            I diligently talked through the Coffee Nation offer and how Spar could basically outsource coffee to us. I painted a picture of how we would make coffee-to-go from the local c-store an everyday part of life for the British public by emphasising quality, speed, value for money and the complementary nature of coffee to other products. By the end of the afternoon he had agreed that we should map out a programme of trials in various stores across the UK and if successful Spar would start rolling-out Coffee Nation across their estate. 

            Those breakthrough moments are extraordinary in the life of the entrepreneur and are like stepping stones across a pond. I was so excited when I left the Spar offices in Harrow and drove back into London.  

            On the way out of town to the meeting I had noticed a car dealer called Sparks on the A40 near Shepherd’s Bush, they had a beautiful Aston Martin Virage in the window. On the way home I couldn’t resist popping in and soon I was sitting behind the wheel. The car was not for now, but it made my dream real. I was sure I was going in the right direction. 

         

         
            Learning points 

            
               	    Recognise that winning ideas often come in different forms – for me it was the business model that came first, not the product or customer need. 

               	    Look for evidence that your idea is low risk and that elements of it are already proven. Coffee bars were becoming trendy in the UK and takeaway coffee was sold in enormous volumes in US c-stores. 

               	    Beware of tie ups with other parties at an early stage. They complicate the business and can go wrong. The other guys’ priorities can also change and deals between tiny businesses and global corporations are very unlikely to be on an equitable basis. 

               	    Watch for secondary priorities that are noble causes but utterly pointless and simply serve to distract from what actually generates the revenue. Helping small retailers fight back against supermarkets was all well and good but how did that help me? 

               	    Get the best possible advice early on when risks are at their highest. If accountants and advisers want big fees up front, they don’t get you or your business. Find ones that do and offer them loyalty in the long term in lieu of fees today – if they demonstrate commitment to you. 

               	    Market research can be dangerous if you are trying to discover what people might do in the future.  

               	    Passion kills fear. They cannot co-exist. An entrepreneur that knows their idea from every angle and knows deep down they are really on to something can skip into that first sales pitch. 

               	    Be able to tell the story of your business in one sentence. Does it light people up or do you get a sarcastic “Oh, that’s interesting,” in response? In 1996 I was able to say I was going to make coffee-to-go an everyday part of life for the British public even before I had one machine live. 

            

         

      

   
      
         1997 – One Step Forward, Two Steps Back 

         If I was excited at the way 1996 had ended, by the end of 1997 I was able to look back and see 1996 as my time of beginner’s luck. With any endeavour requiring serious commitment, there will often be an initial flush of success, but almost without fail the true test comes after. I found this out the hard way in 1997. 

         

            Letters from Spar, Alldays and Nestlé 

            At the start of the year I had two sites trading, both small independent stores, one in South London and the other in Wandsworth. Results were hardly spectacular, with sales of 40 to 50 cups per week. I realised that I needed to be in more professional retail environments and the meeting just before Christmas with Spar could not have come sooner. I was keen to get what we had discussed formalised on paper. 



            By March I had a letter of commitment from Spar to working “in partnership over a trial period to bring the best coffee offer to the consumer.” The plan involved me undertaking assessments of a list of potential locations in order to identify a minimum of ten trial sites. If all went well we expected to be reviewing the trials in the autumn and planning a 100 store roll-out. 

            Spar was excited to bring convenience coffee to the British marketplace and they sent me their internal scoping document. It was highly complimentary to my little company. They had met with four other businesses and selected Coffee Nation for a number of reasons: knowledge of the independent sector; willingness to work with Spar to develop the offer; and vision and skill in looking to develop the concept. 

            With an initial list of 30 Spar stores from which to work – all keen to sell coffee – I clocked up the miles visiting them around the UK. I was armed with data on store size, weekly footfall and sales turnover, and I felt I was going about this in a professional manner. 

            I had also been introduced to the Alldays convenience store group. I thought I would start at the top so I wrote a letter to the CEO, feeling that as I was the managing director of Coffee Nation I could talk to the MD of any other business. 

            By mid-February I had met with the Alldays CEO and new business development director. They wrote to me setting out their goal of hot drinks becoming “a valuable high margin revenue generator featured as a standard offer across our estate. We have both seen coffee approaching 10% of store turnover in the US and this remains the target we must aim for.” They also agreed to work with me exclusively on the trials. 

            Alldays had an estate of 700 stores and Spar some 2500. The potential seemed almost limitless and I had commitments in writing from both these groups. Alldays agreed to pilot 20 machines in grab’n’go locations. This was bloody exciting! 

            I was keen to get something on paper with Nestlé too. They wrote to me describing Coffee Nation as innovative and entrepreneurial. They set out how consumers were starting to embrace quality food solutions available out of home and how “Coffee Nation offers the retailer an ideal way of exploiting this trend.” 

            I relocated the business away from my tiny office in Soho and for about the same price I rented a two room office in a managed workspace building called Leroy House in Islington, North London. 

         

         

            Quest for funding 

            Baker Tilly were delighted with the progress I was making and they (Christine specifically) became a trusted friend on the journey. They suggested I set up a factoring facility as I was going to be invoicing small retail businesses (Spar and Alldays were the names over the door but they were essentially independents offering broadly the same offer under an umbrella brand). 



            Factoring would mean I would get up to 90% of the value of an invoice paid to me within seven days. The factor also provided a full credit management facility to collect payment from each location. Their fee was a reasonable £6k in year one, which seemed a small price for the peace of mind it would bring. 

            My £50k that I had invested into the business was only going to go so far and with a commitment of 30 trial locations and each machine costing around £1000, not to mention the cost of the cabinet the machine would sit on that would house the cups and lids, I was going to require additional funds. 

            The first port of call was to meet a bank and my accountant arranged a meeting with RBS with a view to securing a Small Firms Loan for £100k. This, perhaps alongside an overdraft facility and the factoring arrangement, was considered sufficient to reach 200 stores trading in year one. 

            A letter from RBS landed on my desk on 11 March. It stated they could not take the proposal forward given “the unproven nature of the product.” They appreciated the progress I had made with Spar and Alldays, but wanted to see “firm orders in place from retailers before finance could be granted.” They also wanted to see my funding committed to establishing “a small number of machines producing realistic sales and profits and this micro market would give further credence to the assumptions in my business plan.” 
            

            Of course this was a blow, although Baker Tilly weren’t surprised. Nonetheless, I had to listen to RBS’ feedback, understand it and work out what to do to address these issues. I took every positive word as an indication I was on to something exciting. Given I had been able to secure exclusive pilots with two retailers representing over 3000 locations in the UK, I was confident it would only be a matter of time before we could be back at the bank doing the deal. That confidence was to be sorely tested many times in the coming months. 

            Fortunately, I was able to set up a business bank account with Barclays in Soho Square and secured a £30k overdraft with the help of an introduction from my accountants. 

            I spent time thinking about the structure of the business and decided I needed an operations manager to work alongside me. He or she would lead the day-to-day management of the business, overseeing each installation and working with each site to maximise sales. They would likely come from a fast moving retail background. 

            I decided to appoint a recruitment firm and do the job properly. I appointed Berkeley Scott Selection who were specialists in retail and food business recruitment. We ran a full page advertisement in The Grocer in March 1997. I went with their suggestion for the header “Magic Beans? Seriously! Coffee Nation has a bold objective; to make cappuccino an everyday drink in the UK by offering self-serve dispensers in the out of home marketplace.” 

            By late spring I had found my man. He had been an area operations manager with Holland & Barrett, the health food retailer. He was sharp, highly articulate and had a great track record. He also stood out as wanting to make a conscious decision to join an early-stage business. We negotiated a package and he joined me. His name was Lou. He would be on £30k with a bonus and company car. I was now starting to spend real money and was ultimately responsible for someone else’s livelihood. 

            Baker Tilly was setting me up with various business angel groups and wealthy individuals who invested in early-stage businesses. I met with Beer & Partners, a leading source of business angel investment in the UK for growing small businesses. I came close and several angels were interested, but I wasn’t able to close a deal. 

            I started to realise that one could spend a great deal of time with potential investors, many of whom very rarely invested in anything. Even if they did go on to invest, they may not be right for me and my business. Personal chemistry would be critical unless they were completely out of sight after investing. It seemed to make more sense to have someone on board who could add real value. 

         

         

            Trials begin at Spar and Alldays 

            By mid-year we had launched our first stores with Spar in Cardiff and with Alldays in Faversham, Kent. The Faversham site was opposite a railway station and Spar in Cardiff was a busy city centre convenience store with a good hot food to-go business. 



            By August we had nine sites trading, seven with Spar and two with Alldays. We had very few bright lights in an otherwise dull landscape of sales results. We were seeing anything from 20 to 100 or so sales per machine per week. One Spar store in the West Midlands had hit 174 in a single week and our second Alldays had reached 344 cups. These figures weren’t being sustained though so Lou and I were desperately trying to identify what made these stores different. Both had strong food to-go sales of sandwiches and pastries and both were large city centre stores. 

            I believed we were on to something. Even at 100 cups of coffee sold each week that meant on average someone was buying a drink every hour given typical store trading hours. We embarked on all forms of promotional activity. This included free coffee for the first week of trading for all customers, loyalty cards, a free Kit Kat (another Nestlé product) with each coffee, and a bundle offer of a coffee and a newspaper. We proactively targeted the local area with flyers to tell residents they could now buy coffee to go in their local store. We targeted offices, taxi ranks, railway staff at Faversham and even schools in the area. 

            No one was being forced to buy a drink, people were choosing to. But after 13 weeks of trading we were only selling 420 cups per week from nine stores, so not even 50 cups per week on average. It was true that most of our openings had been during a warm summer but this was an excuse, really. 

            There was a dawning realisation that pushing harder and finding that elusive breakthrough promotional activity to catapult sales forward just wasn’t the answer. I knew I needed pull not push but I didn’t know what I meant by that, it was almost just a feeling. 

            It seemed that whatever we did we couldn’t really move the needle. The CEO of Alldays had recently restated their commitment to having coffee in all of their stores to complement their in-store concessions of Dunkin’ Donuts, Domino’s Pizza, Movie Nights video rental, dry cleaning services and Post Office counters. I was staring down the barrel of a potential 700 site business with this customer alone, but I might as well have been trying to fly to Mars. 

            I worked hard to manage my relationships with Spar and Alldays, being sure to stand my ground. I knew the machines needed to be in high-visibility locations in each store and next to other snacking food offers. I had to decline some good sites as there simply wasn’t the right in-store location available without a costly re-jig of the store layout. 

            For the first time, cash was now starting to worry me. I had started with effectively £80k (my £50k investment and the £30k Barclays overdraft) but this was shrinking on a monthly basis. I had bought machines, cabinets, stocks of cups and other consumables. I also had rent to pay each month, Lou’s salary, travel costs and so on. What we’d got was promising but it wasn’t convincing. 

            In the search for more money we pitched to new potential investors with another business plan. A couple of friends came close to tipping money in, one of whom was Alistair from Dawes Ryan Consulting, but close was as far as he got. 

            Then Spar wrote me a nice letter: 

            “It seems that Americans have a strong coffee culture. Currently of course the UK is very much different, however we do see that the UK market will establish itself in the same way if the right offer

            
            
            
            
            
            
            
            
            
            
         

         

            Insight from venture capital firm 
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            Learning points 

            
               	    If you are launching a consumer business, regardless of relationships or agreements with distribution partners, if you don’t win with the consumer you will fail. 

               	    3i was right about Nestlé. It added little of real value, wasn’t a real contract and merely diverted some existing marketing spend my way on a signage package and a small discount on coffee. This could have been withdrawn overnight. The Coffee Nation name would never be worth anything whilst I was selling Nescafé coffee. 

               	    I created my cash issue. I didn’t need a 30-store trial programme and certainly not all over the UK. Trials should have been close to home. 

               	    I tried to raise money for an unproven business. I was lucky to have failed in the fundraising at that time. 

               	    I was busy managing trials, writing and rewriting my business plan and chasing investors. All of this appeared sensible but it did not give me the answer of why I was not selling more coffee. Learn to recognise the busy fool syndrome; it’s a common ailment amongst start-ups. 

               	    If a product doesn’t sell (or in sufficient volumes to become profitable) it’s usually because not enough people want to buy it regardless of how much promotional activity is put behind it.  

               	    I was right to hold on to the fact that some people were buying – it gave me hope and energy to keep at it. Thank God I did. Many people give up just before victory is theirs. My mantra was I would never, ever give up.  

               	    Sell in at the highest level – if you get a meeting with the CEO you’ll actually be talking to someone who can make decisions. 

               	    My agreements with Spar and Alldays were warm, feel-good letters but not trial agreements with clear success criteria signed by both parties. 

               	    It was right – eventually – to call a halt to the expensive promotional plan with Alldays. Many small (and even bigger) companies go bust trying to please their customers. Tell the truth and chances are they’ll stick with you. 
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