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Welcome
Did you know there are around four million small firms in 

the United Kingdom? They make a major contribution to 
the economy, providing jobs for more than 12 million people 
and generating more than half of the UK’s total turnover each 
year (around £1.1 billion).

The start-up facts and figures are very encouraging. More 
than half a million people in the UK start their own business 
each year, which amounts to almost 10,000 new entrepreneurs 
every week.

Contrary to popular myth, more than 80 per cent of small 
firms are still in business 12 months after starting up. Most 
businesses are established within six months and around 
three quarters of all new ventures are started from scratch.

The truth is,  starting a business isn’t as complex, challenging 
or costly as some people think.

There are many reasons why people decide to work for 
themselves. Many believe they will earn more money, while 
others seek to meet a social need, for example, by setting up 
a Community Interest Company. 

Some are motivated by an idea they have or a gap in the market 
they have spotted, while some want to turn their hobby into a 
cash-spinner.

Many people simply grow tired of working for someone else 
and seek the satisfaction of calling the shots and overcoming 
new challenges.

www.businesslink.gov.uk



There are those with family commitments who are simply 
looking for a more favourable work-life balance. Some are 
asked to go into business by family, friends or colleagues, 
while for others, starting a business is an effective route out 
of unemployment. 

This new guide is brought to you by Business Link – the 
government- funded service which provides the information, 
advice and support you need to start, maintain and grow a 
business. 

This service is  delivered through Business Link advisers in 
your area, supported by a single, national award-winning 
website (www.businesslink.gov.uk) and a national telephone 
line (0845 600 9 006). 

So why should you read this guide and how can it help you? 

Perhaps you want to find out more about what working for 
yourself involves. Maybe you have already decided you want 
to start your own business, but are unsure whether your idea 
is viable or if you really have what it takes. 

You might even have started a business recently and are 
looking for some good advice on moving things forward.

Starting your own business and managing its development 
can be an exciting, liberating, challenging and rewarding 
experience. Wherever you are up to on your journey, The No-
Nonsense Guide to Starting a Business will help you. Read 
on to find out how.

www.businesslink.gov.uk
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This publication is split into four sections. 
Section one – First Steps – encourages 
you to do some basic thinking to test 

whether your idea for a business is likely to 
generate enough profit. 

You will also be encouraged to consider your 
skills and personality – and whether running 
your own business really is right for you. 

If working your way through section one leaves 
you more convinced than ever about working for 
yourself, then section two – Lay The Foundations 
– will guide you through the things you need to 
do to get your business off the ground. 

You will find out how to research your market 
and make sure your start-up sums add up. You will 
be able to address key issues such as premises 
and, importantly, be able to put together your 
business plan. The final step will be to set up 
your business in the most suitable legal form.

Section three – Running Your Business – gives 
you user-friendly tips on managing a range of 
everyday business topics, the type of advice you 
might turn to for quick reference. You will also 
find concise information about how various key 
laws apply to small firms.

The fourth section is a concise Directory of key 
organisations that provide help and advice to 
small firms. Find out who to contact and how.

PAGE STRUCTURE

The bold subheadings (which are preceded by ) 
are action points. Working through each one of 
these in the order in which they appear will 

help you to complete tasks. The paragraphs 
that follow each subheading give a more 
detailed explanation. In a few instances, the 
subheading refers to something you need to 
understand rather than do.

Some useful web addresses are included in the 
text, which will help you to find out more. At the 
bottom of some pages there are web addresses 
you can visit to make use of online tools.   

Most of the chapters in this guide also feature a 
‘NEED TO KNOW’ box. These are crucial points 
about specific topics, valuable nuggets of 
information for you to read and remember. 
 

CASE STUDIES AND Q&AS

Often, the best way to learn is from others who 
have ‘been there and done that’. 

For this reason, this book brings together case 
study profiles of a diverse mix of small-business 
managers. Each gives a first-hand account of 
how they dealt with a specific business issue.

Also included are a series of Q&A-style interviews 
conducted with expert Business Link advisers 
throughout England. These also provide you 
with a wealth of practical tips on a range of 
important subjects.

Although this guide contains a lot of advice and 
information, it is not intended as an in-depth 
guide, merely a basic introduction. 

If at any point you are unsure, seek expert 
advice. And remember, always turn to your 
local Business Link first.
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ASK YOURSELF

• Will it work?

• Have you got what it takes?

• What next?

FIRST
STEPS
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At this point, a quick assessment of your 
business idea using some simple criteria 
will help you decide whether you are at 

least thinking along the right lines. Later, you 
will have to do some basic market research and 
put together a business plan to be more certain 
that your idea will work, but checking these key 
points before you start might save you putting a 
lot of time and effort into an idea that simply 
won’t ever get off the ground.

 FOCUS ON YOUR CUSTOMERS

Successful businesses focus on their customers. 
Whether you sell directly to consumers or to 
other businesses, if you can provide something 
that people want (or better still, need) at a price 
that generates enough profit, you are in with a 
very good chance of launching and running a 
successful venture. 

Some business ideas fall at this first hurdle. 
Some people find there simply aren’t enough 
customers, that their prices are too high to be 
attractive or too low to make enough profit. 

Think about where your customers are. Many 
small businesses rely on local trade. So, if your 

Being good at something isn’t necessarily a good basis on which to start a business.  
The viability of your idea hinges on whether you will be able to make enough sales to 
generate sufficient profit. A number of important factors will affect this.

Will it work?

NEED TO KNOW
Successful business ideas are focused 
on customers. Try to find a market niche 
where you can be number one. 

idea is to start a dog-walking business, the fact 
that there are millions of dogs in the UK isn’t 
relevant. The important question is how many 
dog owners live near you.

Be realistic about who is going to buy from you. 
Not everyone will. For example, often it can be 
difficult selling to other businesses unless you 
have a track record of doing so. In addition to 
this, larger businesses often prefer to buy from 
big suppliers that can guarantee the volume 
and consistency of goods they require. 

There might well be enough customers for your 
product or service. The problem is that at the 
moment, they are somebody else’s customers.

 WEIGH UP THE COMPETITION

Unless your product or service is unique, there 
will be competition. Most new small businesses 
face rival firms offering similar products. 

Even if you are planning to set up the first Russian 
restaurant in your area, you will still have to 
compete against all the other food outlets. But 
this isn’t necessarily a bad thing. At least it shows 
that people in the area are interested in buying 
your kind of product and service. 

But setting up a ‘me-too’ business (which is one 
that doesn’t offer anything different or special) 
might not be wise. There won’t be anything to 
set you apart from the crowd and it is always 
hard to make money when you are competing 
purely on price.

8 www.businesslink.gov.uk
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You need to offer something that convinces 
customers to buy from you. Ask yourself what 
benefits can your products or services offer? 
What makes your business different? How can 
you provide higher quality or be better, faster, 
friendlier and more convenient than the rest? 
Are you planning to offer something that your 
competitors don’t? If not, you should be.

 FIND YOUR MARKET

Many businesses become successful by targeting 
a small, distinct segment of a market (known as 
a ‘niche’) to which they can become the number 
one supplier for a large enough number of 
customers.

Having a good business idea can help you to 
define a niche. An idea can tell you what sort of 
customers you should be looking for and what 
they want, so that you know exactly what to 
offer them.

If you can’t narrow down your target customers 
in this way, it doesn’t necessarily mean that you 
have a bad idea – but it probably means you 
need to do a bit more thinking.

 LEARN THE IMPORTANCE OF SELLING

When you start a business, few (if any) potential 
customers will know about you. You have to go 
out, find them and convince them to buy products 
or services from you.

Soon you will need to think in more detail about 
how to promote your business successfully  and 
win sales. This might seem relatively simple for 
your business idea. For example, many small 
local firms promote themselves by delivering 

9

Q&A

THE VIABILITY OF 
BUSINESS IDEAS

Peter Darby of 
Business Link 
Nottinghamshire 

It’s all about 
customers – isn’t it?

Other things are important, but yes, if people 
don’t or won’t buy from you in sufficient 
numbers, your business will fail. Before 
starting up you need to know who your 
customers will be, why they’ll buy from you, 
how much they’ll pay, and whether they’ll buy 
in sufficient volume so that you make a profit.

What about competitors? 
Assessing how the competition will affect your 
sales is crucial. You need to be sure there’s 
enough room in the market for you. Your 
product might be more attractive, in which case 
it’s likely there will be room, but you still need 
to know what distinguishes your offer.  

Price can affect viability…
You must have a good idea of how much you 
intend to charge. Find out what the market 
rates are, but use these only as a guide. You 
might not be able to match them. You need to 
cover your costs and add mark-up, but setting 
the price too high or too low can seriously 
affect the viability of your business.

How can I test the market?
Before starting your business you could 
canvass the opinions of friends and family or 
speak to potential customers. Check your local 
newspaper to see what competition you’re up 
against and find out what they charge. Carry 
out some research on the Internet if you plan to 
sell further afield. 

What are the most common mistakes?
People think they’ll get more sales at a higher 
value and for a lower cost than they end up 
doing. Some focus too much on the product 
and how they will produce it at the expense of 
market research, not least, whether people will 
actually buy the product.

www.businesslink.gov.uk



leaflets door-to-door. Even though most end up 
in the dustbin, at least some will have an impact. If 
there is genuine demand, some might even lead 
to sales.

With some business ideas, however, it isn’t that 
easy. You might need to meet customers face to 
face to show them your product or explain to them 
how it works. But if each sale is only going to 
be worth a small amount, using a lot of your 
time to sell directly to your customers won’t be 
worth it. Rather than selling directly to individual 
customers, it might be more viable to supply your 
product in bulk to a shop or re-seller.

 CALCULATE ALL YOUR COSTS 

On the face of it, setting a price might seem 
rather straightforward. However, many businesses 
fail to take account of all their costs or how 
quickly these can rise.

As well as materials you use, you have to cover 
your overheads, of course. Even if you work 
from home, you will have to pay for such things 
as phone calls and utility bills. If you employ 
people, receive legal advice or use the services 
of an accountant, you will have to pay these 
costs as well. And, of course, you need some 
money left over to pay your own wages.

If you are going to sell through an intermediary, 
such as a shop, you also need to take into 

account the mark-up they will put on your product. 
They might only be prepared to pay you £5 for a 
product they sell for £15, for example. 

You also need to consider delivery costs. Obviously, 
you need to recoup these from each sale you 
make, but you need to think about how building 
in these costs will make your prices appear to 
the market.

The cost of making sales can be substantial, 
especially if you have to travel to meet your 
customers. If you only make one-off sales, the 
costs can be even higher, because you have to 
keep visiting new customers rather than 
getting repeat business.

 GET REAL

If your idea is still holding up, you are doing well. 
But will it work in practice? Some ideas that 
work on a small scale might not work as a 
profitable business. 

If your idea involves producing something or 
having business visitors, your home might not 
be suitable as a workplace. However, having 
separate premises is likely to create considerable 
additional expense that will have to be covered 
by making sales. 

No matter how good your idea is, starting a 
business involves risk. Some ideas are riskier 
than others. For example, you might have to 
spend a lot of your own money before making a 
single sale. Relying too heavily on a limited 
number of customers is dangerous, too. 

Finally, you need to consider whether you have 
really got what it takes to turn your idea into a 
successful venture. Read on to find out.
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NEED TO KNOW
Be careful to include everything in your 
cost calculations – mistakes can be very 
difficult to make up for later.



Being your own boss can be exciting, 
enjoyable and liberating. It can enable 
you to develop your skills, excel in new 

areas and get immense satisfaction from 
overcoming fresh challenges. 

For the hundreds of thousands of people in the 
UK who start businesses every year, the dream 
is that it will also be the passport to a more 
financially rewarding future. For many it is. But 
it is important to be realistic.

 REALISE THE IMPLICATIONS 

Running a business doesn’t suit everyone. It is 
likely to involve having to make sacrifices, such 
as having to work long hours, especially when 
trying to get the business off the ground. 

It will mean taking sole responsibility for making 
important decisions about a wide range of key 
issues. It could mean having to do things you 
find difficult, impossible or just plain boring. 

There will be challenges that you haven’t had to 
face before, and quickly you will have to become 
comfortable making decisions about things you 
may not yet understand fully.

Some find the pressure of running a business 
too much. Others thrive on it. There could be 
days when you wonder why you ever decided to 

Having a viable idea is only part of what you need to be successful in business. Much 
will also depend on your knowledge, skills, experience and personality. You also need 
to decide whether running your own business really is for you.  

Have you got what 
it takes?

start your own business. There could be other 
days when you think it is the best thing that you 
have ever done.

You have to think about how it is likely to affect 
your home life, too. Many people will have to 
balance the demands of running a business with 
childcare and other domestic responsibilities. 
Getting your work-life balance right can be 
challenging, but if you manage it, running a 
business can provide the ideal level of flexibility 
and freedom some people seek.

If you work from home, you might have to contend 
with noise and other unwelcome interruptions. 
You need to think about how you would deal with 
such things.

 FOCUS ON YOUR FINANCES

Working for yourself might give you a much better 
standard of living straight away. Alternatively, 
you might have to settle for less wages  – or maybe 
none at all – to begin with. And even when you 
are established, your monthly take-home pay 
might fluctuate, depending on how well your 
business is doing. 

Think about practical considerations, such as 
how you will pay your rent or mortgage and other 
living costs. Starting your own business might 
involve you having to tighten your belt for a 
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CASE STUDY

WHAT IT 
TAKES TO 
RUN MY 
SMALL 
BUSINESS
Simon Macaulay managing 
director of Rochdale-based  
manufacturer of goods 
produced from recycled 
and waste fibres Anglo Felt 
Industries 

» When managing a small 
business you need many qualities 
and skills. You won’t be able to 
rely on the support you would 
receive at a larger company. 
 You certainly need good 
interpersonal skills – the ability 
to communicate well with 

different people in different 
situations. This means knowing 
when to listen as well as speak. 
 Sound commercial skills 
will enable you to make wise 
decisions, not least, being able 
to spot a business opportunity 
and act on it. Knowledge 
brought about by experience 
helps you to make important 
decisions. You learn from your 
successes and failures.
 Every business manager has 
to be able to sell – whether it’s 
products to customers or the 
concept of your business to a 
bank manager, for example. 
Many small-business managers 
struggle with selling but, no 
matter how good your idea is, 
you’ve got to be able to sell it. 
 Passion, commitment and 
hard work are all crucial. People 
need to put in the hours when 
trying to establish a business, 
but the need for this usually 

lessens when the business has 
been up and running for a while.
 You will need plenty of courage 
and determination. People will 
reject you. Having overall 
responsibility has made me feel 
lonely at times, but I enjoy the 
challenge and it gives you 
immense satisfaction when 
things go right. You can’t shy 
away from making difficult or 
unpopular decisions. I’ve had to 
let people go in the past, which 
is among the most difficult 
things I’ve ever had to do. 
 Remaining organised is 
very important. It helps me to 
stay in control, prioritise my 
tasks, deal with demanding 
workloads and get the most out 
of my time in work. I also think 
it’s important to realise your 
limitations and get others to do 
things for you. It pays to know 
when to delegate.
 Having your own business 
is definitely a lifestyle choice. 
I’ve had to make sacrifices. I 
don’t see my family and friends 
anywhere near as much as I’d 
like to, for example. 
 You need to be able to cope 
with pressure – which can 
be considerable when things 
aren’t going well. There have 
been times when it would have 
been easier for me to throw in 
the towel, but you have to stay 
enthusiastic and maintain a 
positive, long-term outlook. 
   As well as finding the drive 
and desire to make things 
work, frequently you need to be 
resourceful and resilient. Many 
times I’ve had to pick myself up 
and just get on with things.
  Having a measure of self-
confidence definitely helps, but 
it is something that grows. You 
start off with some experience; 
you practice; you get some things 
right; you learn from your 
mistakes; and you develop more 
confidence as a result. «

“People 
need to put 

in the hours 
when trying 

to establish a 
business”

12 www.businesslink.gov.uk
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 ASSESS YOUR QUALITIES  

Are you determined, committed, disciplined, 
enthusiastic and hardworking? An effective 
communicator who is able to sell yourself, your 
ideas and your products time after time? Are 
you prepared to champion your business idea 
consistently, while others around you may not 
be so enthused? You will need to be.

Do you believe in yourself? If you don’t, then 
others won’t. Are you patient, persistent and 
resourceful? There will be knock-backs and 
you won’t always get everything right – it’s how 
you deal with such situations that counts.

Are you a natural born optimist who is prepared 
to take a long-term approach? Overnight success 
stories are rare in the small-business world. Can 
you remain calm when the pressure is on? You 
are much more likely to be able to make the 
right decisions if you can. 

 OVERCOME YOUR SHORTCOMINGS 

The good news is you don’t have to be an expert 
on everything. There are many things you can 
do to improve your knowledge. You can approach 
Business Link, local enterprise agencies and 
other business-support organisations for advice. 

Funds permitting, you can buy know-how from 
others or simply employ someone with the skills 
you require.

There are certain qualities you will need if you 
are to start, develop and manage a small business 
successfully. However, over time you can develop 
skills you might currently lack. The important 
thing is to recognise your weaknesses and work 
on them.

while. Consider how this will affect your life and 
those around you.

Also consider what would happen if you were 
to become ill. It is a wise idea to have some  
form of insurance in case of more serious 
illness, but even having a heavy cold could mean 
losing income. If you are working on your own, 
particularly in the early stages, you will also have 
to find ways to minimise the impact on your 
customers of any time lost.  

You will also need to think about your future. It 
might be wise to speak to an adviser about your 
pension provisions, for example. For some, 
starting a business allows them to put their 
feet up sooner. 

Remember there is an element of risk with any 
new venture, which is why many choose to keep 
their day job while slowly building up a business 
in their spare time. 

 THINK ABOUT YOUR KNOWLEDGE 

Some people who start businesses decide to try 
something entirely different. Getting it right can 
be especially pleasing, but not having enough 
practical experience of working in a new sector 
can be disastrous.

Regardless of how good they are at their trade 
or profession, some people discover that they 
simply don’t have what it takes to manage a 
business. This could be because they are short 
of the know-how that would enable them to 
deal with the financial side of things, for example. 
If you can afford it, you can pay out-of-house 
people to do certain tasks for you. This is known 
as ‘outsourcing’. If money is tight, you should 
seek free sources of advice. 

13Assess your skills and get a personal development plan at: www.businesslink.gov.uk/pdp

NEED TO KNOW
You can learn how to run a business 
successfully – you can’t learn enthusiasm.  
Support of family and friends will help.



Based on the information you have so far 
gathered about your idea, knowledge, 
skills and personal qualities, there are a 

number of options.

 STAY AS YOU ARE

The idea of running your own business might 
still be appealing, but after closer consideration 
you might have concluded it isn’t for you. Maybe 
it doesn’t suit your personal circumstances, 
financial situation or what you want out of life. 
Maybe your business idea just doesn’t stack up. 
You might have decided to go away and try to 
think of a better idea.

There is nothing wrong with opting to stay as 
you are. However disappointing, it is better to 
come to this decision now than deal with the 
consequences of starting a business that is 
likely to fail. 
 

 ENHANCE YOUR KNOWLEDGE

Do some more research to learn how to run 
a business. This guide will certainly help you. 
Seek free advice and information from Business 
Link, your local enterprise agency and other 
business-support organisations. Why not sign up 
for a business course or workshop? Try to 
speak to those who already successfully 
work for themselves and find out how they 
did it. Soon you might be much better placed 
to be able to start and manage your own 
small business. 

By this point, you will be much better placed to decide if your idea is realistic. You 
should also know whether working for yourself is for you and whether you have got 
what it takes to make it work. Now you must decide the best way forward.    

What next?
 CHANGE YOUR IDEA 

Closer examination might have revealed basic 
flaws in your thinking. Don’t look at this as a 
problem – see it as a challenge. A few tweaks 
here and there might make your idea much 
more viable. 

Don’t forget, business-support professionals can 
help you. And whatever changes you decide to 
make, be sure to carry out more tests. Before you 
start a business you must have confidence in 
your idea and your ability to sell it. 

 PLAY IT SAFE

You can reduce your risk by staying in full-time 
employment while developing your business 
in the evenings or at weekends. You could work 
for someone else part-time until you get your 
own thing off the ground. There is nothing wrong 
with testing the water before taking the plunge. 

To reduce the financial burden, you might try 
to find an investor or business partner. 
Alternatively, you could protect the rights to 
your product and then license it to others.  

 GO FOR IT

If you are convinced that your business idea is 
viable, that you have what it takes and that it 
really is what you want to do – congratulations. 
You are in a strong position. Now read on to find 
out how to get your business up and running. 
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LEARN HOW TO

• Research your market

• Know your customers

• Reach your customers

• Do the maths

• Work out your costs

• Set up on a shoestring

• Get help and support

• Address your IT needs

• Sort out other issues

• Write your business plan

• Start your business 

LAY THE
FOUNDATIONS
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Understanding customers and having a good 
knowledge of your competitors is crucial. 

 LEARN ABOUT YOUR MARKET

Chances are, you are driven by having a business 
idea. However, you still need to identify who you 
plan to sell to and find out more about their 
habits and what they need. It is much easier to 
modify your product or service to suit them, 
than having to try to convince them to buy 
something they don’t want. 

Don’t neglect to weigh up the competition, either. 
Find out who they are, what they offer, how, when, 
where and at what price. Only then can you work 
out how you will compete.

 KEEP IT SIMPLE

For example, if you are thinking of opening a 
shop and want to find out which potential 
customers pass by, stand outside and watch. 

If you plan to launch a business on the back of 
a new product, test it out on potential customers. 
You could start with your friends and family. 

Starting any new business involves some risk. However, doing some simple research 
of your market can help to shift the odds in your favour. The more you find out about 
your customers and competitors before you launch, the easier it will be to make the 
right decisions. This will help you to start things off on a good footing. 

Research your market

NEED TO KNOW
It is unlikely you will need to pay for 
professional market research. There are 
many simple tests you can do yourself.

Give away freebies to people you don’t know and 
listen to their opinions.

To learn more about your competitors, start by 
finding out who they are. This might be as simple 
as walking around the area in which you plan to 
set up. A quick scan through a business directory 
or local newspaper can reveal a lot of useful 
information. Do some online research, too.  

 KEEP IT REAL

Think carefully when asking your questions. You 
need to find out information that will be useful 
– it is not about fishing for compliments.   

It is pointless carrying out research if you don’t 
learn from the findings. Don’t ignore unpalatable 
responses and don’t make excuses for answers 
that aren’t what you had hoped for.

 FIND OUT ENOUGH

Make sure you speak to a representative sample 
of potential customers. Depending on your type 
of business, it might be necessary to do this at 
different times, on different days and maybe even 
in different locations. 

Don’t stop until you have complete confidence 
in your findings. You are better off spending time 
and money now to find out what you need to know, 
rather than missing an opportunity or setting 
up a business that is likely to fail.
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CASE STUDY

HOW I 
RESEARCHED 
MY MARKET
Adrian Hawtin owner-
manager of Preston-based 
café and catering business 
Brew Coffee Shop

» I’d wanted to open a coffee 
shop for a few years before I 
finally got around to it in 2003. 
Like most others trying to start 
a small business, I didn’t have 
the money to pay for professional 
market research. In truth, I 
didn’t need to.  
 I began by asking my wife, 
mates and family. They thought 
my idea was good, but I knew 
the most important thing was to 
speak to potential customers. 
 Finding out more about 
customers, competitors and 
where your business will fit in is 
essential. Most of the cafés in 
Preston back then were old-
fashioned. I planned to cater for 
a younger, trendier crowd, the 
sort of place my friends and I 
would go, which is why I already 
had firm ideas about what the 
shop needed to be. 
 I went around town visiting 
other cafés to learn about what 
they sold, how much they 
charged, when they were open, 
basic stuff like that. Also, when 
I visited friends in other cities,  
such as London, I’d go into 
coffee shops looking for ideas. 
 Knowing more about 
potential customers allows you 
to tailor your products to meet 
their needs. About six months 
before launching the business, 
my wife and I put together a 
basic questionnaire. I knew it 
was important to speak to 
people passing by the location 

at which I planned to open up 
my shop. 
 We did this on a Saturday and 
a couple of times on weekdays. 
We only approached people who 
we thought were part of our 
target market. 
 Gathering opinions about 
location was vital. We also 
asked about the types of 
products they’d like to find 
available, as well as questions 
about prices. It’s important to 
listen to what people have to 
say – you can learn a lot. The 
results I got made me believe in 
my idea even more.
 Another important aspect of 
the research I did was to find 
out about costs. I spoke to 
potential suppliers to get an 
idea of how much I’d have to pay 

for the products and quantities I 
planned to sell. I also asked 
them whether they thought my 
business idea was viable.
 The market research I did 
helped me to do other important 
things, not least, put together 
my first business plan. 
 Market research should be 
an ongoing process. It’s an 
important time for my business 
at the moment. The newness 
has worn off, if you like. So, I’m 
currently trying to find out 
information that will help me 
take the business forward. As 
well as attracting customers, 
part of what I need to find out 
now is how to retain them. You 
should never stop talking to 
your customers – it can make or 
break you. «

“Knowing more 
about potential 

customers allows 
you to tailor your 
products to meet 

their needs”

Set out and manage a list of start-up tasks at: www.businesslink.gov.uk/startuporganiser



It is impossible to know every detail about each 
customer. But you need a quick and effective 
way of finding out whether a person or business 
is likely to buy from you. Then you will know if 
they are part of your target market.

 BREAK THINGS DOWN 

Every customer is different. To complicate things, 
customer tastes and habits change. But it is 
possible to place customers into groups who 
share common characteristics, tastes and habits. 
Such groups are called ‘segments’.

For example, the travel market can be broken 
down (‘segmented’) into business travellers and 
leisure travellers. Furthermore, these two groups 
can be segmented. For example, within the leisure 
market there will be families looking for a child-
friendly Mediterranean resort at which they can 
spend a cheap fortnight away in the summer. 
Also, there will be young professionals searching 
for sun and Alpine sports activities in winter. 

Each segment will have different habits, wants 
and needs. For example, some business travellers 
want luxury travel and flexible tickets – and they 
are prepared to pay for the privilege. 

There are a lot of potential customers out there and, most likely, a lot of competitors 
as well. Working out which customers you need to target and understanding what 
they want is the first step on the road to making sure they buy from you.

Know your customers
 IDENTIFY PROMISING SEGMENTS 

Your business idea may naturally appeal to a 
specific segment. For example, if you are selling 
luxury safari holidays, this is likely to appeal to a 
segment made up of wealthier individuals. 

Be as focused as you can about the kind of 
customers you want to attract (would you want 
your holidays to suit young honeymooning couples, 
for example, or people who have retired?).

Wealthy individuals, big businesses and public- 
sector clients might seem the most lucrative 
customers, but they can also be very demanding 
and it is likely that you will face stiff competition.

If you have identified a segment where there isn’t 
much competition, ask yourself why. Maybe others 
have found it impossible to make a profit selling 
to such customers.

 CHOOSE YOUR NICHE 

Attempting to sell to too many types of customer 
is usually a mistake. You risk offering a product 
that doesn’t really appeal to any of them. 

You are more likely to succeed if you focus on 
one or two specific segments (‘niche markets’) 
and offer an attractive product or service which 
enables you to become the market leader. In any 
case, just because you focus on one segment, 
that doesn’t mean you won’t get customers from 
other segments. But if you lack focus, you risk 
attracting no customers at all.
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NEED TO KNOW
Attempting to sell to too many types of 
customer is usually a mistake. Trying to 
satisfy a market segment is wiser.

KNOW YOUR CUSTOMERS



 BUILD CUSTOMER PROFILES 

Once you have decided which niche to target, you 
can compile more information about an average 
potential buyer (known as a ‘customer profile’). 

You need to find out: 
•  Who? If you sell to individual consumers, what 

is their gender, age, marital status, occupation, 
income, location and lifestyle? If you sell to 
businesses, where are they based, what are 
their key products, who do they sell to and how 
much do they spend? 

•  What? What do they buy and in what quantities?
•  Why? What makes them choose one supplier 

over another? Who makes the buying decisions 
and who influences that choice?

•  Where? Where do they buy? Directly from a 
supplier or through an intermediary?

•  When? What are the peak periods of demand 
and how long does it take them to make a 
decision to buy?

•  How? Will they pay cash upfront or will they 
expect credit? Will they insist on a discount for 
bulk orders? 

 TAILOR YOUR OFFER 

Having a detailed customer profile will be very 
useful to you. Indeed, before you start you can 
use the profile to adapt your product or service 
to make it more attractive to your market niche.

It helps you understand what customers want 
and how they behave, enabling you to retain their 
custom. It tells you what sort of customer you 
should be targeting, helping you to win business.

Once you know who you will sell to, you need to 
work out how to get your product or service to them. 
The next chapter will give you a few pointers.
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Q&A

SEGMENTING 
THE MARKET

Terri Harper of 
Business Link for 
Northumberland

What is 
segmentation?

The method of splitting the mass market into 
different groups. Consumers in each segment 
have common characteristics.

What are common criteria?
The most common way to group consumers is by 
gender, age, social class, location, occupation 
and income, as well as behavioural criteria, such 
as spending habits. 

Why do it?
It gives businesses a much clearer understanding 
of who they should be targeting. This means you 
can focus your marketing efforts on trying to 
appeal to customers that are most likely to buy 
from you.

It can be very useful at the pre-launch stage…
Before you even start a business, segmentation 
allows you to tailor your offer to match the 
requirements of a particular chunk of the market.  

It can save businesses money, too…
Small businesses can’t afford to waste resources 
trying to appeal to people who are never going to 
buy from them. This is especially true of start-
ups. Concentrate your resources on those who 
are most likely to buy from you – and try to focus 
on those with the most money to spend.

How important is segmentation?
You can’t hope to do any effective marketing until 
you have identified your target market and you 
have considered what consumers within that 
market want and need. Without this information, 
even the most basic marketing activities, such as 
distributing leaflets, could prove to be an 
unproductive and costly exercise.

Any final words of advice?
Market conditions change over time, so be 
prepared to adapt by targeting different segments.

www.businesslink.gov.uk



No matter how brilliant or unique your 
product or service is, you will face some 
competition. To be successful, you need 

to stand out from the rest, especially if you plan 
to enter a highly competitive market. 

Ask yourself exactly what your product offers 
that customers are unable to get elsewhere. 
Remember, competing purely on price rarely 
works. And, importantly, it is not simply a case 
of telling people about product or service 
features either. 

You need to work out how you are going to let 
your target market know about your product or 
service and convince them to buy it. Then you 
must think about how you will sell your product 
to your customers – these methods are called 
your ‘sales channels’. 

 IDENTIFY BENEFITS YOU OFFER

Your new product might come with a host of 
fancy new features, but what customers want 
to know is how these features will benefit them. 

So, what are benefits? As an example, think 
about modern PC printers. No matter how 

By this stage you should have identified your target market and found out much 
more about your potential customers. But the problem is that they have no idea you 
are about to start a business, let alone why they should buy from you and not 
someone else. This is the next challenge you’ll need to address.

Reach your customers
fascinating the specifications are of a printer 
that offers 1,200 dpi (dots per inch) print quality, 
this is a feature. The key benefit provided by such 
technology is it enables people to produce high-
quality print-outs without having to go and pay 
a local print shop. If you were selling the printer, 
this is something you would focus on.  

Take time to identify the full range of benefits 
you are offering. It is always best to be able to 
convey these in quantifiable terms. For example, 
rather than saying your loft insulation product 
stops heat escaping from a house you need to 
say it can save the average household £200 a 
year in heating costs, which is a much more 
convincing reason to buy.

 TRY TO BE SPECIAL

A unique selling proposition (USP) provides a 
clear reason why customers should buy from 
you rather than someone else. If you are lucky, 
you may have more than one USP.  

Your USP might indeed be something completely 
new. However, it is more likely to be some way 
in which you are superior to others – be it faster, 
friendlier, more reliable, more convenient or 
located nearer to customers. 

Smaller businesses are frequently able to 
compete with larger businesses by being more 
flexible and giving a more personal service. 
Don’t make the mistake of just being cheaper. If 
competitors reduce their prices, suddenly you 
might not be special at all.
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REACH YOUR CUSTOMERS

NEED TO KNOW
Stress the benefits your product or service 
can provide – and make sure you can sum 
these up in quantifiable terms.
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 CHOOSE YOUR CHANNELS

You will need to have in place a cost-effective 
method of selling. Some businesses set up a 
shop or outlet and get customers to come to 
them. For others, travelling to the customer to 
sell face to face might be viable.

Another option might be to sell your product in 
bulk to a shop or reseller. You could even sell at 
distance by direct mail, over the phone or online 
(see pages 48-49). Most businesses use more 
than one channel. 

You need to know what channels you will use. 
If you are still unsure, take another look at your 
customer profile information to find out where 
your potential customers make purchases. 

 LET PEOPLE KNOW YOU EXIST

Before you launch, potential customers need to 
be told you are there. You can read more about 
promoting your business on pages 44-47. 
However, for now, here are a few basics.

Decide which media is most likely to be seen or 
heard by potential customers. They could be 
websites, business directory adverts or leaflets 
put through a letterbox. 

In clear and concise language, tell people why 
they should buy from you. Draw attention to the 
benefits you offer and highlight your USPs. Make 
sure potential customers know how they can 
buy from you (which could be as simple as 
including your contact telephone number). 

Now you need to do some basic maths to make 
sure your business is built on firm financial 
foundations. Turn the page to find out how. 

Q&A

UNIQUE SELLING 
PROPOSITION

Paul Beel of 
Business Link 
Tees Valley

What are USPs?
Unique selling 

propositions – the things that make your 
product, service or business stand out from all 
others in your market. Knowing what these are 
will help you to tell customers what makes your 
offer so special.

Why are they so important?
They will be one of the key reasons customers 
choose to buy from you instead of someone else. 
If you are to market your business effectively, 
you need to let customers know about your USPs 
and the benefits your products or services offer. 
Recognising and highlighting both is vital to the 
successful marketing of your business.  

How can I recognise my USPs? 
Trying to complete the following phrase can be 
helpful: “Customers will buy from me because my 
business, product or service is the only one that…”

So it’s not about features?
It’s vital that you concentrate on selling the 
benefits provided by your products, not just their 
features. Potential customers need to know what 
you can do for them – what needs you can fulfil.

Such as?
Well, if you think about a Teflon-coated frying 
pan. The coating is just a feature. The key benefit 
is eggs won’t get stuck to the pan when you’re 
frying them. Coated pans are probably much 
easier to clean, too, which is another benefit. 
Make sure you identify every benefit your 
product can provide.

Are USPs fixed?
Wise businesses always plan ahead. In time, 
your competitors might be able to match your 
USPs or better them. Also, your customers’ 
needs will change. If you are to stay ahead, you 
might have to enhance your product’s USPs or 
develop new ones. 

www.businesslink.gov.uk



Before you start your business, you need to put 
together a reasonably accurate forecast of the 
income you expect to generate and all the costs 
you expect the business to incur. 

Subtracting all your costs from your income 
will tell you if the business is likely to be viable. 
If the figures don’t stack up, you need to make 
some changes.

 FORECAST YOUR SALES

Your monthly sales start at zero. It is important 
to be realistic about how quickly you can build 
them up. When will you start selling? How 
much time can you spend selling? How long 
will it take to sell to each customer? What are 
your chances of success? 

It is essential to use figures that accurately 
reflect what is likely to happen. If you don’t and 
succumb to the temptation to add extra sales to 
balance the figures, you could be storing up 
serious trouble. Your market research will be 
valuable. To help you make some forecasts of 
your own, let us consider a few scenarios. 

Face-to-face sales: If you are going to be 
visiting customers, the key questions are how 
many sales visits are you going to make and 
how successful are you likely to be.

You might estimate that you’ll be spending three 
afternoons a week on the road, visiting two 
potential customers each time. That is a total 
of six visits each week.

Business is about making money and cash is king. You need to sell enough, at high 
enough prices, to cover your costs and then have a reasonable profit left over to pay 
yourself. Many businesses underestimate their costs and overestimate their sales – 
with serious consequences.

Do the maths
Three of those customers might tell you they 
are going to stick with their existing supplier. 
Two might say they are interested, but they are 
not going to consider buying from you until you 
are more established – try again in six months’ 
time. One might agree to place a trial order of 
£500 (your total sales figure for the week). 

Direct mail: Suppose you are going to send direct 
mail to 1,000 customers, asking them if they want 
a copy of your product catalogue.

A typical response rate might be two per cent. 
In other words, 20 of those 1,000 will order a 
catalogue. A quarter of these – five people – might 
then actually place an order with you, perhaps 
spending an average of £120 each, giving a total 
sales figure of £600. 

Passing trade: If you are opening a new shop, 
how many people are likely to come in and how 
many will buy from you?

Suppose there is an average daily ‘footfall’ of 
1,600 shoppers visiting the high street in which 
you intend to open a shop. Only a fraction of these 
will be interested in what you are selling, perhaps 
one in 20 (80 a day). Only a few of those will decide 
to come in and have a look around – perhaps 
one fifth (16).

Suppose that half of them (eight) actually buy 
something, spending an average of £40. That 
would give daily sales of 8 x £40 = £320. A lot 
will depend on your costs. Maybe this figure 
would generate enough profit. But how can you 
put it to the test?
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DO THE MATHS



23

 WORK OUT YOUR COSTS

Whatever sales you forecast, one major question 
remains. Will your business income be 
sufficient?

Start by working out how much you need to sell 
to break even. Add up all ‘direct’ costs you incur 
each time you make a sale. For example, how 
much you have to pay for materials, packaging, 
wages and so on. 

Subtracting your direct costs from estimated 
total sales will give you an estimated gross 
profit figure. For example, if your direct costs 
are £3 and you sell the product for £5, you 
make a gross profit of £2 on each sale. 

From this you can work out a gross profit margin. 
You obtain your gross profit margin by dividing 
your gross profit by your selling price and 
multiplying by 100. In this example, it is a gross 
profit margin of 40 per cent (£2 divided by £5 
multiplied by 100 per cent).

That means that every time you make a sale, 40 
per cent of its value can go towards covering 
your ‘indirect’ costs, which are often called 
‘overheads’ and include such things as rent, 
rates, utility bills, admin costs and so on. 

If your total overheads each year are £15,000, to 
break even you will need to sell £37,500 (ie 
£15,000 divided by 40 multiplied by 100).

 ASSESS THE RESULTS

These simple but essential calculations provide 
invaluable information for you at an early stage. 
Your figures may tell you that your business looks 
likely to be a huge success. 

If you are sure you have been realistic with your 
figures and they equal a positive net profit – 
congratulations, you might be on to a winner.
If the numbers don’t look so good – don’t give 
up. There might be ways of making it work.

 MOVE FORWARD

If you expect your business to have a slow start, 
you might want to keep working part-time until 
your business takes off. If you are unemployed, 
you might be able to get additional help to set 
up your business through New Deal, which 
offers support and advice from a business 
expert and up to 26 weeks to ‘test-trade’ your 
business while still receiving benefits or 
Working Tax Credit.

If you expect your sales to stay low, you might 
have to accept that the business can only ever 
work as a part-time venture – if at all. 

There may be other options. Perhaps you are 
planning to sell through the wrong channel. If 
you worked with an agent or sold in bulk to other 
businesses, the numbers might work out better. 
Perhaps you just need to put more effort into 
selling, making time to visit more customers 
more frequently.

If your profit margin is too tight, look for ways to 
slim your costs. Maybe you could work from 
home instead of renting premises. Perhaps you 
should sell online. Also think about whether 
you could increase your prices.

If you are confident that your business will be 
financially viable, you need to do more detailed 
calculations to find out how much it will cost to 
get up and running. The next chapter will help 
you to do just that. 
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Bear in mind that additional sales will 
also usually mean additional costs – many 
new businesses underestimate this.



Working out how much your start-up 
costs are likely to be will help you to 
stay in control of your finances from 

the beginning. You will also be able to work out if 
you can spread your start-up costs, or perhaps 
you will be able to identify areas where you can 
reduce your spending.   

 CALCULATE YOUR START-UP COSTS

Some people need very little money to get their 
business underway. They might already own 
their tools or use their home as a base.

Others will have to make big purchases, such as 
machinery, computers or company vehicles. At 
first, it might be wise to lease such items. 
 
If you plan to rent premises, the landlord will 
expect a deposit and rent upfront. You might also  
have to fit out, decorate or upgrade the building. 
Service charges might have to be paid, too. 

If you are making a product, you will need to buy 
materials and packaging. If you are opening a 
shop, restaurant or bar, you will need to stock 
up. Without a trade history, you might have to 
pay for goods upfront. 

The first few months in business can be challenging. You might be faced with higher 
costs than expected and not as much money coming in as you had hoped for. You 
need to work out how much money you require to get your business up and running 
and think about where you are going to get it.

Work out your costs
Write down how much money you will need to 
start your business. Account for everything. Even 
small expenses can mount up.

 WORK OUT YOUR MONTHLY COSTS

There will be telephone and utility bills to pay, as 
well as tax, insurance, business rates and a 
range of other overheads. There might be 
interest to pay on bank loans. There will be small 
things you need to buy, such as tea and coffee. 

Think about how much you will need to pay people 
each month. This could involve employees, an 
accountant or other service provider. Don’t forget 
your own wages, either.

Remember, too, that generating sales also costs 
money. Travelling to visit customers or just paying 
for phone calls adds to your costs. And if you’re 
making or selling products, you will need to keep 
paying for more materials or stock.

Write down how much you estimate you will 
need to spend each month to run your business. 
Compare this against how much you estimate 
will be coming in each month (for more on 
forecasting see page 54).

 PROJECT YOUR CASHFLOW

Many new businesses find that money comes in 
much more slowly than they had hoped. And it’s 
not just a case of waiting to make sales. Some 
customers will expect credit. Even if you make a 
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NEED TO KNOW
Getting money into your business can take 
longer than expected. Build a safety net 
into your business start-up budget.

WORK OUT YOUR COSTS



sale in March, you might not get paid until May or 
June. Meanwhile, your own suppliers might 
demand cash on delivery, which is likely to place 
a strain on your finances.

 PLAY IT SAFE

Things may not work out the way you want. If you 
can, build a safety net into your plans. It is usually 
much easier to do this in advance than to have to 
find extra money in the middle of a crisis.

 FIND THE FINANCE

Most people starting a new business do so by 
using their own savings. Others turn to friends 
and family for a loan. If you do this, it is always 
best to agree how you will pay them back. You 
also need to agree what will happen if the business 
fails and they haven’t been fully repaid. It is wise 
to get the details drawn up into a legally binding 
document signed by all parties.  

Check whether you qualify for financial help. Your 
local Business Link will be able to tell you more 
about any grants or loans that are available to 
you. However, many sources require you to raise 
half of the total amount you need.

It can be difficult to raise money from banks or 
private investors. They tend to be more interested 
once you’ve been trading for a while. However, 
you might be able to arrange a small overdraft 
on your business bank account. Bear in mind, 
you might be asked for some form of personal 
guarantee on your borrowing. 

If you can’t raise the money, you will need to trim 
your start-up costs. To find out how to start a 
business on a tight budget, turn the page.
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Q&A

START-UP FINANCE
Henry Green, adviser at 
Business Link Surrey

Will I need any money of 
my own?
Yes, almost certainly.

Should I ask friends and family?
It can be an easy way to raise money, but be 
careful. If something goes wrong and you can’t 
repay them, you risk causing irreparable damage 
to your relationship. 

What steps do you advise?
Show them your business plan and get a legally 
binding agreement drawn up so everyone knows 
where they stand.

What about banks?
A conventional start-up could be supported by a 
bank loan or overdraft. You need to show why you 
need the money. Use your business plan and 
state your case honestly and clearly. 

What about grants?
Depending on your circumstances and location, 
there might be some grants available, however, 
there might not be any. Often they require match 
funding, too. This is where a grant only meets 
half of the total amount of money you need – you 
have to raise the rest. 

Where are grants most common?
In areas of high unemployment or to firms in 
struggling sectors. In special circumstances, The 
Prince’s Trust can provide a small grant if you 
are aged between 18 and 30 and you are 
unemployed. I would advise people to contact 
their local Business Link to find out if there are 
any grants available in their area.  

What common mistakes should I avoid?
People have unrealistic expectations. Don’t 
expect to borrow all the money you need. It’s 
likely that you will have to put up some money.

For more information read the No-Nonsense 
Guide to Small Business Funding, available free 
of charge from your local Business Link.

Search an online grants and support directory at: www.businesslink.gov.uk/support



Starting a business on a tight budget is 
possible, but you have to be creative and 
willing to compromise. The fancy office 

or flash company car will have to wait.

 USE YOUR HOME

Not having to pay commercial rent and rates will 
help you keep your overheads down. However, 
some mortgage or tenancy agreements don’t 
allow this, so be careful. Also check that running a 
business from home does not invalidate any 
domestic insurance you have. And make sure you 
are not contravening any regulations.

 USE WHAT YOU’VE GOT

If you already have a PC at home, it will help. You 
will be able to do everything from online market 
research and keeping financial records through to 
producing marketing material, stationery and 
maintaining a basic website.

You could use your existing telephone line for 
business calls, but consider how it would appear 
to a prospective customer if someone you live 
with was to answer. 

Much will depend on the type of business you are planning to start, but it is possible 
to get up and running without spending a lot of money. You must have the right 
outlook, not be afraid to buy and use second-hand equipment and be resourceful at 
every opportunity. Getting help from others will also be crucial.

Set up on a shoestring
You might also have to use your own vehicle for 
business purposes or get friends and family to 
help with picking up supplies or making deliveries.

 BECOME A BORROWER

Friends, family and people you know through work 
might be able to help you out. You have to be 
cheeky at times. If you don’t ask, you won’t get. 
Look after whatever you borrow and give things 
back in the same condition they were in.

 BUY SECOND-HAND GOODS
 
If you can’t borrow something you need, try to rent 
it, but only for as long as you need it. If you have to 
buy, check out the local paper or visit second-hand 
shops. Go to auctions of used business furniture 
and equipment, too. 

Look for opportunities to barter rather than pay 
others. For example, if you are a mechanic, you 
could service a graphic designer’s car in return 
for them getting some leaflets done for you.

 FIND THE CHEAPEST SUPPLIERS 

Search for the cheapest suppliers (often these can 
be found online). When buying face to face, always 
try to bargain the price down and only buy goods 
that meet the specifications you really need. 

Using the right support network will help you keep 
costs down. Find out how by turning the page.    
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NEED TO KNOW
If you can’t borrow something, buy second- 
hand. Only buy something if there is a 
compelling business reason to do so.

SET UP ON A SHOESTRING
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CASE STUDY

HOW I 
STARTED MY 
BUSINESS 
WITHOUT 
MUCH MONEY
Phil Cavalier-Lumley 
managing director of 
Bradford-based wedding 
video makers Affinity 
Productions

» My business partner, Mark, 
and I were confident there was a 
market for our video production 
business. However, there is 
always an element of risk in any 
business start-up, so we decided 
not to invest our own money or 
anyone else’s cash. 
 To get things off the ground, 
most of what we did involved 
borrowing. We needed to make a 
demo video first, so we borrowed 
some cameras and filmed 
someone’s wedding without 
charging them. We had to pay for 
the tapes, but I already had a 
computer, so we got some free 
software and this enabled us to 
edit the tapes. The results weren’t 
fabulous, but at least now we 
could say to people that we did 
wedding videos.
 I was working as an office 
temp, so I didn’t need to take a 
wage and neither did Mark. The 
business was very much a part-
time venture. I used my own car 
to get to jobs, which I didn’t 
charge to the business. To limit 
costs, we’d travel together.
 I used my computer to design 
some flyers and I photocopied a 
load off. We got a few jobs as a 
result. We also placed an ad in 
Yellow Pages. They allowed us 
to pay in monthly instalments of 
about £60, which helped with 

cashflow. The ad generated 
loads of work. 
 With money coming in, we 
could hire better equipment. But 
this was problematic because 
we’d have to learn how to use it 
in a few hours, and then make 
sure the editing was done before 
we had to return it. This did 
involve working long, unsociable 
hours at times. Looking back 
now, we really were pushing it, 
but we never let anyone down.
 We didn’t need premises to 
begin with, but the computer kit 
grew so much we ended up 
hiring a spare room from Mark’s 
landlord for a fiver a week.
 It’s important to find the 
cheapest suppliers, while 
maintaining quality. At first we 
paid more than we needed to for 
tapes. We bought them from 
high-street retailers. Then we 
went to wholesalers, which were 
cheaper, until we found out 
going to the manufacturer or 
importer was cheapest. These 

are the things you learn as you 
go forwards.
 We did our own stationery and 
a brochure on my PC. I illustrated 
the brochure with pictures of my 
wife on our wedding day. I used 
to go around to my dad’s house to 
print things out because he had a 
higher-quality colour printer. 
 I knew enough to set up the 
company, so I didn’t have to pay 
an accountant. I also got some 
free legal advice from a mate 
who is a solicitor. 
 I’d advise people to always 
think twice before shelling out. 
Only buy what you really need. 
Even if something only costs you 
£10 a week, that’s £520 a year. 
That might not sound like a lot, 
but you might need to turn over 
more than £800 to pay for that. 
Never borrow to pay yourself; 
only borrow to develop the 
business. If you’re not certain 
you can take a wage from your 
new business, stay in your day 
job until you’re sure you can. «

www.businesslink.gov.uk

“To get things off the 
ground, most of what we 
did involved borrowing” 



There are many sources of information, 
advice and support available to people 
starting a new business. No one expects 

you to know how to do everything. 

 CONNECT WITH BUSINESS LINK 

Business Link is a Government-funded service 
that provides the information, advice and support 
you need to start, maintain and grow a business. 
Rather than providing all the help and advice itself, 
Business Link fast-tracks its customers to the 
experts they need. 

The Business Link service is delivered through 
advisers in your area, supported by a single 
national website (www.businesslink.gov.uk) as 
well as a national phone line (0845 600 9 006). 
Make sure you contact Business Link first.

 EXPLORE OTHER SOURCES OF HELP

As well as Business Link, enterprise agencies 
and chambers of commerce also offer support. If 
you are aged 18-30, you might be able to get help 
from The Prince’s Trust. At the other end of the 
scale, PRIME helps the over-50s. 

Starting and managing your own business will inevitably involve facing some tough 
challenges and having to make some difficult decisions. There might be times when 
you need specialist advice. At other times, being able to turn to people you know for 
support will help.

Get help and support
If you are unemployed, tell your JobCentre Plus 
you are thinking about working for yourself. As 
well as sorting out your benefits and tax credits, 
you might be able to get other assistance.

 FIND AN ACCOUNTANT

A good accountant will tell you how to organise 
your business to make it as financially rewarding 
for you as possible. Find an accountant with 
experience of working with your kind of business. 

 GET YOURSELF A MENTOR

A reliable mentor will be an experienced and 
successful businessperson – a good listener, 
too. Speaking to your mentor will help you to 
decide whether your ideas are worthwhile. 

 LOOK TO FAMILY AND FRIENDS

Having the support of your family and friends is 
vital – even if they know nothing about business. 
Knowing they’re behind you can make a difference.

 BEGIN BUILDING A NETWORK

Speaking to other businesspeople enables the 
sharing of ideas and experiences. This is known 
as ‘networking’. You should consider joining 
your trade association or getting involved in local 
and national small-business organisations to 
help you to build up your own network.
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NEED TO KNOW
Business Link can provide you with the 
information, advice and support you need 
to start, maintain and grow a business.

GET HELP AND SUPPORT
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CASE STUDY

HOW 
BUSINESS 
LINK 
HELPED ME
Trish McOwan founder and 
managing director of 
Exmouth-based protective 
UV-monitor wristband 
company Solar Safe 

» I wouldn’t have been able to 
start my business anywhere 
near as quickly without the help 
I have received from Business 
Link Devon and Cornwall. Thanks 
to them, I’m probably about a 
year ahead of where I would 
have been otherwise.
 Business Link has been an 
enormous help right from my 
having the idea of starting the 
business through launch in mid-
2005 to where I’m at now. And 
I’ve not had to pay for any of the 
help I’ve received. 
 I had help with my start-up 
business plan and with raising 
finance, including research funding 
I received via their local Evoke 
programme for high-growth 
start ups. It is fantastic to have 
someone in your area who can 
tell you what loans or grants you 
can access. Business Link people 
have even helped me to fill out 
my application forms.
 I’ve received advice about 
complex issues, such as 
trademarking and exporting, as 
well as much less complicated 
things, such as what type of PC 
to buy and which bank account 
would be best for my business.  
 Importantly, the Evoke 
programme provided my 
business with a mentor. He has 
been invaluable. In the early 
days, every other day either my 

mentor or someone from 
Business Link would be on the 
phone offering advice – they 
couldn’t do enough for me.
 Whenever I’ve needed to 
know something, I’ve been able 
to call up and speak to someone 
who has been able to help. I 
consider Business Link to be a 
really effective and friendly 
business information service. 
 You can depend on the 
information you are given, and 
their advice is unbiased. Having 
the luxury of people you can 
trust outside of your business 
giving you the benefit of their 
knowledge and experience is 
absolutely wonderful. 
 Small businesses don’t have 
big management teams. You 
haven’t got a financial director 
you can talk to about money 
matters, for example. So it’s 
really good to have someone to 
speak to about things. It’s also 
great to have someone objective 
to bounce your ideas off. 

 I consider Business Link 
advisers to be members of my 
team. I’ve even had their people 
come along to external meetings 
with me. It can be extremely 
beneficial to go into a meeting 
with a bank manager accompanied 
by an adviser from your local 
Business Link. It shows that 
other people have belief in you 
and in your business.
 I can recommend the main 
Business Link website, while 
the one we have for Devon and 
Cornwall contains loads of 
useful information. In fact, 
visiting the website was how 
we first came into contact with 
Business Link. 
 Now I meet with Business 
Link people at least twice each 
month. We talk about how things 
are going, where the business is 
up to and where I want to take it. 
Anyone starting a business would 
be mad not to use the help and 
advice they can get from their 
local Business Link. «

“It’s great 
to have 

someone 
objective to 

bounce your 
ideas off”

www.businesslink.gov.uk



Making sure you have the information 
technology (IT) you require is essential. 
If you have a clear idea of the tasks you 

need to be able to do, then finding a solution 
needn’t be difficult. You will also need to think 
about other things, such as getting connected 
to the Internet. If you are new to IT, you might 
want to get some training.

 WORK OUT YOUR NEEDS 

It is a good idea to work out what you need 
your IT to be able to do before you buy it. You 
will probably want something that handles 
basic office tasks, such as letter writing and 
basic accounts work. You will also probably 
want to be able to send emails and search for 
information on the Internet.

It is also worth thinking ahead to anticipate how 
your needs might change. 

 THINK ABOUT PERFORMANCE 

For most businesses, having highly sophisticated 
IT is not necessary. Typically, a new personal 
computer (PC) will be fast enough and have 
enough memory. 

However, you might need to consider higher-
performance hardware for specialist applications, 
maybe even a large monitor. If you need to print 
high-quality colour documents or output in large 
volumes, then you will probably require a more 
expensive printer.

Most businesses use information technology. It can speed up everyday tasks such as 
preparing letters and invoices, communicating with customers and researching the 
market. Getting your IT needs sorted out sooner rather than later means you can 
even use your computer to help you get your new business off the ground.

Address your IT needs
It is worth thinking about how you will use your 
computer, too. If you are going to be on the road a 
lot, it may be wiser to buy a laptop.

 SPECIFY WHAT YOU WANT

Getting recommendations from friends and 
owners of other businesses can be a good way 
of identifying a suitable IT solution. It is always 
a good idea to try before you buy.

Many businesses find that a standard office PC 
package suits them fine (ie a middle of the range 
computer, basic printer) and an office software 
suite. Packages like this are often good value 
for money and are supplied pretty much ready 
to go (all you need to do is plug in a few cables).

If you’ve got complicated requirements and you 
don’t know enough, speak to someone who does. 

 FIND THE RIGHT SUPPLIER

If you know what IT you need, the cheapest 
option can be to order it online. If you are less 
certain (or can’t make online purchases), you 
are likely to want to discuss your requirements 
with someone face to face. You can still get 
good deals from high street retailers. 

Be sure to shop around for the best price. Don’t 
get distracted by a salesperson’s jargon or the 
offer of exciting high-performance options you 
don’t really need. Stay focused on your business 
needs and how much you can afford. 
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ADDRESS YOUR IT NEEDS
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Don’t forget to look at what support services, 
maintenance options and guarantees you are 
being offered. Importantly – find out how much 
you will have to pay for these. IT systems can 
go wrong and support can be expensive.

 GET CONNECTED

To be able to use email and the Internet, you 
need to sign up with an Internet Service 
Provider (ISP). Choose one based on your needs.

A broadband connection is fast and allows you 
to use your phone while online without having a 
separate line. If you only need occasional access, 
you might choose a dial-up connection, which 
can work out cheaper. However, it is slower and 
you might not be able to make calls while online. 

If you are planning to have your own website, 
check the website services the ISP offers. 
Reliability is particularly important if the Internet 
is going to be an important part of your business, 
for example, if you want to set up an online shop.

 SECURE YOUR SYSTEM

Make sure your hardware is physically secure. 
Laptop computers are particularly vulnerable to 
being stolen, so getting insurance is advised. If 
you’re working from home, a new computer 
might not be covered by your existing home  
contents policy.

It is advisable to get software that protects your 
computer from viruses. And, in case of disaster, 
you must set up a good back-up routine, which 
allows you regularly to copy all of your important 
files onto disk or CD so they can be stored 
somewhere safe, preferably off site.

JARGON BUSTER
Backing up: Saving and storing data remote 
from your computer’s hard disk.
Broadband: Provides high-speed access to the 
Internet.
Byte: The measurement unit used to describe 
the storage capacity of computers. 
CD or DVD drive: Lets the computer read CDs or 
DVDs. Drives on most new computers let your 
computer write CDs or DVDs as well, a good way 
of saving files for backup.
Data: Information that is stored or processed.
Hard disk: Stores files and software.
Hardware: The mechanical, magnetic, 
electronic, and electrical components that make 
up a computer system.
ISP: Internet service provider: a company that 
provides access to the Internet.
Modem: Lets you connect to the Internet. New 
computers come with a built-in modem for dial-
up connections; broadband ISPs usually provide 
the modem for you.
Monitor: Flat-screen monitors take up less room 
but are more expensive. A good monitor can 
reduce eyestrain if you use the computer a lot.
Network: A system that enables two or more 
computers to connect to each other and share 
files between them.
Operating system: Software that lets you use 
the computer, by controlling things like how files 
are stored. Most businesses use a version of 
the Windows operating system which provides 
compatibility with the most other software.
Printer: Most modern printers will print in 
colour as well as black and white. Speed is 
measured in ppm (pages per minute) and 
quality in dpi (dots per inch). Inkjet printers are 
generally cheaper to buy than laser printers, but 
the cost per page is higher.
Processor: The brains of the computer. Faster 
processors speed up the computer and can 
be important for complicated programs like 
graphics or design software.
RAM: The computer’s memory. More RAM helps 
the computer work faster and allows you to run 
several programs at the same time.
Software: Also called programs or applications, 
they enable specific tasks, such as word-
processing or the sending of email. Many 
businesses buy a software ‘office suite’ 
containing several applications.

Find out which IT risks your business faces at: www.businesslink.gov.uk/itrisks



Set out an achievable timetable and decide 
exactly when you are going to start your 
business. Leave enough time to take care 

of every issue so you can move seamlessly from 
your current situation to working for yourself.
Once you have decided when you are going to 
start you can turn your attention to a range of 
other important matters.  

 DECIDE ON A PLACE

Yours might be the kind of business you can run 
from home. However, check that the terms of 
your mortgage, rental agreement or insurance 
policies don’t prevent you from doing so. You 
might need permission from your lender or 
landlord. You might need to upgrade your 
insurance cover. If you need to make structural 
changes to your home to run a business, you 
might need to seek planning permission. If in 
doubt – get some advice from your local council. 

 IF YOU NEED PREMISES

List exactly what you need from your premises. 
Allow enough time before starting your business 
to find somewhere suitable and to sort out the 

There are many issues you need to address before you can take your business idea 
forward. These include when you are going to start, where you are going to be based 
and how you are going to equip yourself so you can run the business effectively. 

Sort out other issues
finance and paperwork. For some firms, 
location is vital. For others, it is space. Also think 
about whether you have enough money to decorate 
or renovate premises. You might have to pay a 
service charge, too.  

Check your local press for available commercial 
property. Speak to a business adviser. Seek 
recommendations about prospective landlords 
and negotiate firmly to make agreements as 
favourable for you as possible. Make sure the 
responsibilities of all parties are clearly agreed. 
Paying a solicitor to examine a contract is often 
money well spent.

 BE LEGAL, SAFE AND SECURE

Assess all potential risks your workplace poses 
to you and others. Compliance with relevant health 
and safety, access and waste disposal regulations 
is crucial. 

Some businesses also need special licences – 
you should check if this applies to you (see pages 
62-65 for more, better still, read The No-Nonsense 
Guide to Government rules and regulations for setting 
up your business, available from Business Link).  

Assess the safety and security of your premises. 
You will need effective locks and secure windows, 
while smoke detectors and a burglar alarm are 
always recommended. 

Think about how you will protect your equipment 
and business data. You need to back up your 
computer data regularly, which can be as simple 
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NEED TO KNOW
Promote your business shortly before you 
launch. Having work to do on the day you 
start will benefit you enormously.

SORT OUT OTHER ISSUES
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CASE STUDY

HOW WE 
DECIDED 
WHICH 
PREMISES 
WERE RIGHT 
FOR US
Jeremy Minchin director of 
Bridgwater-based supplier 
of toys, clothing and nursery 
products for babies and 
toddlers Hippychick 

» The business was started 
from our Somerset home in 
1999. My wife Julia had invented 
a baby-carrying aid, which meant 
she could earn a living and spend 
much more time with our very 
young children.  
 Commercial premises were 
not necessary. Our house was 
large enough to accommodate a 
small work area, which was 
essential to keep overheads to a 
minimum. Hippychick would 
have struggled to get off the 
ground if we had had to pay 
commercial rent and rates. 
 Running a business from 
home gives you greater flexibility, 
but you have to be very careful 
that work doesn’t completely 
swamp your home life. You must 
also ensure that you maintain 
full focus on work at the 
appropriate times.
 As the business grew, we 
needed to hold more stock, so we 
used spare rooms, then our 
garage – even a friend’s barn. 
 In truth, it was far from ideal if 
buyers had to visit us. Working 
from the house made us look 
slightly amateurish. We also 
needed proper facilities for our 
two staff members. After three 
years, the business had outgrown 
our home and we had to act.

 Nearby, we found a 3,000 
square-foot warehouse with 
offices. We’d have loved to have 
bought somewhere, but the 
business didn’t have the money. 
Renting was less risky, too.
 Location wasn’t important 
from a retailing point of view, we 
just needed to make sure our 
staff could get to us easily by car 
or public transport.  
 Now we could hold more stock 
and employ more people, but we 
did have additional monthly 
overheads of £1,800. Moving cost 
us about £15,000, but it was 
worth it. Productivity increased 
dramatically, while having clear 
lines between work and home 
was much better for us all.  
 Fortunately, we have a very 
good landlord. We negotiated a 
three-year contract, with a break 
clause that meant we could vacate 
in 18 months if we needed to. We 
did the place up ourselves and, 
thankfully, there was already a 
good phone system installed. The 
building stands within a gated 

compound, so it’s safe and 
secure, but we still had an alarm 
fitted and we sorted out some 
comprehensive insurance cover. 
 The main advantage of renting 
premises is that if anything goes 
wrong the landlord has to sort it 
out, but you need to make sure 
that all maintenance and repair 
agreements are written into a 
contract. If in doubt, I recommend 
you seek legal advice.
 We now employ ten people 
and sell nine products. Recently 
we had to double our space, but 
we still couldn’t afford to buy. Even 
though we’re doing well, we’ve 
invested in other things, such as 
our IT system. Maybe one day we 
will have enough money to buy 
premises. It can certainly be a 
good investment.
 My advice to others is don’t be 
tempted into burdening yourself 
with unnecessary premises costs 
at any stage. Spending a lot of 
money on smart premises and 
fancy furnishings is very rarely 
necessary. «

“Don’t be 
tempted into 

burdening 
yourself with 
unnecessary 

premises costs 
at any stage” 



Q&A

INSURANCE
Jenny Ramsdale, 
adviser at Business 
Link for Lincolnshire 
and Rutland

What are the must-have 
policies?

Employers must have employers’ liability 
insurance. This covers you against claims for 
accidents or illnesses that are a result of work. 
Obviously, if you have company vehicles, you 
need at least third-party motor insurance.  

Any other legal requirements?
No, but I would strongly advise people to get 
public liability insurance. It’s not that expensive. 
It covers damages and legal costs if a member of 
the public dies, is injured or suffers damage to 
their property because of your business. 

Any other recommendations?
Product liability insurance covers the costs of 
damage or injury caused by your products. 
Professional indemnity insurance is wise for 
certain professions, such as law and accountancy. 
It protects against action taken by those who 
believe they’ve been given bad advice. 

What about premises?
It’s sensible to take out buildings and contents 
insurance on premises, fittings, equipment and 
stock to protect against theft, fire and flood. After a 
crisis, business interruption cover can help you to 
stay afloat until your firm gets back on its feet.

What about important staff members?
Key person insurance is valuable if your business 
relies on certain employees. It protects against 
loss of profit if they become ill or die. You can 
have this even if you’re a one-man band.
 
Any final bits of advice?
Seek professional help from your trade body. 
Alternatively, an independent broker can help 
you select the appropriate level of cover. Some 
charge a fee, but most get paid commission by 
the insurance company they recommend. Don’t 
buy the first policy that you come across – shop 
around. Insurance doesn’t have to be expensive. 

as copying data to disks and storing these off site. 
Or you can consider uploading your data to an 
outside computer over the Internet. 

It is also a good idea to think about security-
marking your computer equipment, which may 
increase the chances of recovering it in the event 
of it being stolen.

 EQUIP YOURSELF

Even if you work from home, you may need to buy 
office furniture. Make sure you will have adequate 
lighting, heating, ventilation and access, too. You 
need to look after your own health and safety.

You might have already addressed your IT needs, 
but you need to check that machinery or 
equipment you need can be supplied before you 
launch. The same is true of any vehicles that you 
need to run your business. 

From paper and pens to paperclips, you are 
likely to need some office basics. You will also 
need marketing materials (for example, brochures 
and leaflets) and business stationery. You might 
not be able to get stationery done until your 
business is legally registered (see page 39). 
However, you could start the design work and 
add the necessary details at the last minute. 

 GET CONNECTED

If you plan to work from home, consider whether 
you need a separate business telephone line. Do 
you need to buy a business mobile phone? What if 
someone needs to send you a fax? You might 
already have Internet access, but you may need 
to upgrade to broadband to improve your 
business’ online capabilities. 
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SORT OUT OTHER ISSUES



 LINE UP YOUR SUPPLIERS 

Work out what supplies you need and when you 
need them. Identify potential suppliers and 
make initial contact. Don’t be afraid to shop 
around for the best deals. Try to negotiate trade 
prices and credit terms. Only buy what you need.

 
 COME UP WITH A NAME 

Picking a name is one of the most enjoyable things 
about starting your own business. Think of one 
that tells customers what you do and portrays 
the right image. 

Check with Companies House, business directories 
and on the Internet to make sure no one else is 
already using the name you are planning to use. 
If they are, you will have to think again. 

Make sure the name isn’t offensive and that it 
doesn’t break any laws. You can’t imply a link 
with government or the monarchy. You can’t call 
yourself a limited company, PLC, Community 
Interest Company, charity or trust if you aren’t one. 

 THINK ABOUT STAFF

If you are planning to have employees, begin 
recruiting them shortly before you launch (you 
will find basic guidance on pages 66-67). Decide 
how many people you need and on what basis 
(temporary, casual, part- or full-time?).

 DO SOME PRE-LAUNCH MARKETING

You should already know what customers you 
need to target, so let them know about your 
new business. Your customer profile will tell 

you which is the best method of communicating 
your sales messages to potential customers. 
A simple leaflet drop will work for some firms. 
Others might need to do some advertising. 

Having work lined up in advance will help you 
get your business off to a flying start. Don’t forget 
to take steps to create a business website.

 SORT OUT A BANK ACCOUNT

Even if you simply opt for self-employment, it is 
wise to keep your business and personal 
finances separate. 

Limited companies must open a business account, 
but you will only be able to set one up when your 
company has been registered (see page 39). 

Find a bank that offers the most favourable terms 
(including charges for paying in and withdrawing 
money as well as interest rates on overdrafts 
and credit balances) and find out about their full 
range of services. Ask them about their online 
business banking facilities.

 THINK ABOUT BOOK-KEEPING 

Decide whether you are going to use a paper- or 
computer-based book-keeping system (see 
pages 58-60 for more information). 

If you plan to use an accountant to help with 
your book-keeping, it is important to find the 
right one. You might even be able to get some 
free pre-launch advice.

Now it is time to start putting together your all-
important start-up business plan. Turn the page 
to find out how to go about it.

35

NEED TO KNOW
Don’t be afraid to be firm when you are 
negotiating with suppliers. You may be 
new, but they want your business.



Your start-up business plan needs to explain 
clearly and concisely the nature of your 
business and your market. It should provide 

financial forecasts and details of any financial 
requirements you might have, as well as details 
of how you intend to manage your business.

Templates are widely available, but you could start 
by asking a Business Link adviser. The following 
gives an idea of what you will need to include.     

 EXPLAIN YOUR BUSINESS AND MARKET

Give the background to your idea. Describe your 
product or service; explain how long you’ve been 
developing it and what steps you have taken. 
 
Outline the key characteristics of buyers in your 
target segments, such as their age, gender, 
location and income (for consumers) or industry 
and turnover (for business customers). List your 
competitors and their strengths and weaknesses.

Explain how your offer will meet customers’ needs 
and detail your sales channels. Show how you will 
promote your business, too. Briefly set out the 
skills and experience of those who will manage 
your business. Explain how you will control 

A well thought-out business plan should explain your main objectives, priorities and 
strategies for the next one or two years. This enables you to plan your development, 
measure your performance and convince others how well-managed your business 
is. Putting together a business plan is a simple enough exercise.  

Write your business plan
production (if applicable), sales, marketing, finance 
and admin. List mentors and sources of support. 

 PROVIDE FINANCIAL INFORMATION

You should already have produced sales and cash 
forecasts while working through pages 22-23. 
Always give realistic sales forecasts. Include a 
cashflow forecast, too. Summarise how much 
money you expect to be flowing into and out of 
your business each month. 

Prepare a profit and loss forecast for the next two 
or three years. Also calculate the turnover you 
need to break even (pages 22-23 will help you). 

Use your cashflow forecast to show how much 
finance the business might need. Detail how 
much, when and in which form you need it. State 
what the finance will be used for (you also need to 
show you can afford it).

 INCLUDE A SWOT ANALYSIS

SWOT stands for strengths, weaknesses, 
opportunities and threats. Strengths and 
weaknesses are internal characteristics of your 
business; opportunities and threats are external. 

Strengths provide opportunities. For example, 
having a superior product (strength) might allow 
you to win business from a competitor with an 
inferior offer (opportunity). Your weaknesses pose 
a threat. For example, dependence on one client 
(weakness) could be fatal if they go bust (threat).
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NEED TO KNOW
It is unlikely you will need to pay for 
professional market research. There are 
many simple tests you can do yourself.

WRITE YOUR BUSINESS PLAN
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CASE STUDY

HOW I PUT 
TOGETHER 
MY BUSINESS 
PLAN
Bobby Patel part of the 
team at Bradford-based 
Indian sweet shop and 
vegetarian restaurant 
Prashad 

» Mum and Dad opened the 
shop 13 years ago, selling Indian 
sweets and Bombay mixes. They 
always had ideas about the future, 
and the business was doing well, 
but they never had a business 
plan – they didn’t see the need. 
But without a business plan, 
they lacked a sense of where the 
business was at and how best to 
take it forward. 
 I’d just finished a business 
studies degree and returned to 
work for the family business. 
I asked Mum and Dad what 
they wanted to do – keep going 
as they were or take things 
forward. The shop’s turnover had 
been declining slowly for a few 
years. Mum and Dad had fallen 
into the trap of working in the 
business, instead of working on 
it. Something had to be done. 
 The food we produce is 
superb. Mum really is a fabulous 
cook, of that there’s no question. 
So we decided to make more of 
her skills by opening a small 
restaurant with 25 seats, which 
is what we eventually did in 
2004. I knew that having a well 
thought-out business plan would 
be essential.
 Asian Trade Link, Business 
Link West Yorkshire and West 
Yorkshire Ventures all played a 
pivotal role in helping us. They 
saw the energy and potential 

we had, but they underlined the 
fact that we were unlikely to go 
anywhere without having a plan. 
 I had a business plan template 
from my days at university. 
Business Link has a good one 
online; most banks do, too. All 
the core elements are clearly set 
out for you, so all you have to do 
is type in your information. 
 You need to show you have 
done your homework. It was 
important to show we had a 
well-informed idea about our 
business, the competition 
and potential customers. The 
SWOT analysis we produced 
was particularly useful. Listing 
your strengths makes you feel 
more confident and helps you 
to identify opportunities. You 
can then develop a strategy for 
capitalising on them. Thinking 
about weaknesses enables you to 
spot or guard against any threats 
you face.

 We were lucky because our 
costs were low. It’s important to 
be realistic about your financial 
forecasts. It’s always better to 
over-estimate the costs and be 
conservative about income. That 
way you won’t end up with overly 
optimistic projections. Honesty 
is the best policy. Your sales 
projections give you something to 
aim at. If you achieve them – and 
if you’ve got the rest of your sums 
right – you’ll generate the profit 
you need and you’ll be developing 
your business the right way.
 I suppose it took us about two 
months to research, write and 
rewrite our first business plan, 
but it was time very well spent. 
We refer to our plan regularly 
and update it when necessary. 
Having a decent business plan is 
vital. Otherwise, you won’t have 
an accurate idea of where your 
business is or how you are going 
to develop it. «

“We were unlikely to 
go anywhere without 
having a plan”

www.businesslink.gov.uk



Q&A

BUSINESS PLANS 
Bob Howard of Black 
Country Chamber 
of Commerce and 
Business Link

What is the most common 
mistake?

People writing business plans just for a third 
party, such as a bank manager. If you produce 
the plan for yourself it becomes a working 
document with clearly defined objectives against 
which you can benchmark your progress.

What about contents?
Avoid making assumptions and statements 
beginning with ‘I think’. Always stick to the 
facts. Often people’s market research is based 
on assumptions. Some people fail to be specific 
enough, too. If you have eight competitors 
locally, name them and list their products and 
prices. Make sure your targets are clearly defined.

It pays to keep the figures realistic…
Often people are overly optimistic in their sales 
forecasts and unrealistic about when they expect 
to get paid. They assume they’ll receive payment 
from customers as soon as they send out an 
invoice. They don’t allow for delays and the 
effect these will have on cashflow. 

What about costs?
Underestimating how much it will take to get 
the business off the ground is common. Also, 
operating costs usually turn out to be more than 
people have budgeted for. 

Honesty is important…
Some people shy away from documenting their 
weaknesses and any threats they face. Your plan 
should not only show your strengths, but also 
how you will overcome weaknesses. 

How often should I review my plan?
At least every six months. Too many people 
produce a business plan to present to the bank 
to raise the capital they need, and then leave it 
unread in a drawer. Your business plan should 
be a working document. Update it whenever 
your circumstances change significantly.

Create a box split up equally into four. List your 
strengths top left and detail the opportunities they 
create top right. List your weaknesses bottom left 
and the threats they pose bottom right. Briefly give 
details of how you intend to exploit opportunities 
and overcome any threats. 

 PRODUCE AN EXECUTIVE SUMMARY

This highlights the most important points of your 
business plan, such as your strategic objectives 
and targets you have set for your business, 
enabling people to speed-read your plan. For this 
reason, it needs to appear at the front of the 
document under the heading ‘Executive Summary’. 

 COMPLETE THE DOCUMENT

Many business plans are too long. Keep yours 
concise, yet comprehensive and well-considered 
(aim for less than ten pages). Put more detailed 
financial forecasts and other information in 
appendices at the back. Put a cover on your 
document and give it a title. Include a contents 
page at the front. Make sure the document is 
accurate and that it looks professional. The financial 
information needs to be accurate and realistic. 

 REVIEW YOUR PLAN

Try to look at your plan impartially. Does it accurately 
portray your business? Get an adviser to give you 
feedback. Be prepared to make changes. 

See your business plan as something you keep 
coming back to – not something you produce and 
then leave to gather dust. It should be a valuable 
tool that will help you to run your business better.
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Decide which structure is best for you. There 
are four main ones: sole trader (aka self-
employment); partnership (when self-

employed people work together); limited company; 
and limited liability partnership. There are pros 
and cons to each. For guidance, speak to a business 
adviser. Here are a few points to think about. 

 CONSIDER BECOMING A SOLE TRADER 

Most people starting a small business become a 
sole trader. It’s quick, easy and cheap. Sole traders 
can employ people. They keep simple accounts 
and submit tax returns to HM Revenue & Customs 
(HMRC). Tax and National Insurance (NI) payments 
are likely to be lower than for a limited company 
structure, but sole traders are personally liable 
for business debts and they are entitled to fewer 
social security benefits. 

 WEIGH UP OTHER OPTIONS 

Setting up a limited company is the most common 
alternative. Even though you own it and work for 
it, a limited company is a separate entity, which 
means you will only be personally liable for debts 
in exceptional circumstances. Compared to sole 
tradership, there will be more administration 
required by you and NI payments may be higher.

If you start up with someone else, you could form 
a partnership or limited liability partnership (LLP). 
In an ordinary partnership, you are personally 
liable for the partnership’s debts – even if another 
partner caused them. In an LLP you are protected.

Once you have a good business plan, enough money and you have sorted out key 
logistics issues, you should be ready to start your business. There are different legal 
forms of business to choose from. These are known as structures. It is important to 
pick one that is best suited to your needs.

Start your business
If you want to run a business to benefit the 
community rather than for purely commercial 
reasons, you can set up a Community Interest 
Company (CIC). CICs give social enterprises the 
benefits of limited company structure, but there 
are additional features to ensure they operate for 
the good of the community, not private gain.

Setting up as any of these options will be slightly 
more complicated and expensive than being a 
sole trader. Each does have its advantages though. 
If in any doubt, seek advice. 

 START YOUR BUSINESS

To become a sole trader, you must notify HMRC 
within the first three months of starting up. You 
will be told what to do about paying tax and NI.

If you are starting a limited company, most people 
use a registration agent, solicitor or accountant. 
Typically costs start at £100. A limited company 
must be registered with Companies House. 

If you are on benefits, you will also need to talk to 
your JobCentre Plus. You might still qualify for 
benefits or tax credits while you are getting your 
business off the ground. 

Certain businesses need to apply for licences or 
register with one or more organisations (see pages 
62-65 for more). You will have to register for 
business rates if you have taken on premises.

And that is it. Congratulations. Find out how to 
make your business a success in the next section.

Get help to choose the right legal structure at:  www.businesslink.gov.uk/legalstructure

START YOUR BUSINESS
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CASE STUDY

HOW I 
BECAME A 
SOLE TRADER
Andrew Green of Reading-
based maintenance firm 
Green’s Refrigeration and 
Air Conditioning

»I started my own business in 
February 2005. I’d worked for 
various companies, but I wanted 
more independence. 
 It all depends on your type of 
business, but becoming a sole 
trader was ideal for me. I knew 
a bit about it because my brother 
was a sole trader. 
 I attended a one-day course 
held locally by HM Revenue & 
Customs, which provided a lot of 
useful information. Sole trader 
just sounded like the easiest, 
quickest and cheapest option.
 As a sole trader you’re 
personally liable for business 
debts, but I didn’t plan to go into 
debt, so it wasn’t an issue. I had 
my tools, a vehicle and there was 
no need to buy loads of stock.
 I knew that setting up a limited 
company involves filling out forms, 
registering with Companies House 
and supplying yearly accounts. I 
also knew that it can involve paying 
an accountant to deal with the 
paperwork, annual accounts and 
other things. Being incorporated 
wouldn’t have benefited me.
 To become a sole trader, all I 
did was inform HMRC about my 
decision to work for myself. You’ve 
got to do this within three months 
of starting. I did it straight away.  
 I think I phoned them up for 
some final bits of advice and then 
downloaded the relevant forms 
from their website.
 The questions were easy. I 
had to give my name, address, 

telephone number, National 
Insurance number, the type of 
work I did and my start date. 
 I had to fill out a Direct Debit 
mandate so that my basic 
National Insurance contributions 
would be paid. I completed all 
the relevant forms and sent 
them off. And that was it.
 I didn’t have to register for 
VAT because I knew I wasn’t 
going to be earning anywhere 
near the threshold. I sorted out 
the insurance I needed before I 
started. It’s very important to 
do that in my line of work. 
 As a sole trader, you have to 
submit a self-assessment tax 
return each year. They [HMRC] 
write to you in April to request 
that you complete and return the 

form they enclose. I think I 
submitted mine in September. 
From that, they worked out how 
much tax I owed, which I paid in 
the following January. 
 To keep my costs down, I did 
consider doing my own tax 
return, but for added peace of 
mind I decided to pay an accountant 
to do the job for me. I’d kept 
receipts and details of all monies 
coming into and out of my 
business. Doing that is crucial. 
 One day my business might 
develop to the point where I 
might indeed have to think about 
becoming a limited company, 
but becoming a sole trader was 
a very quick and easy way of 
getting my business off the 
ground. «

“Becoming a sole 
trader was a quick 

and easy way of  
getting my business 

off the ground” 

www.businesslink.gov.uk
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The most important part of selling often 
happens before you get anywhere near 
the prospective customer (‘prospect’). 

Just as in cooking – preparation is crucial.

Do some research. Find out what prospects 
want, when they buy and who influences the 
decision. Identify what alternatives they have. 
What are your competitors offering and how 
much do they charge?

 PLAN YOUR APPROACH  

Be clear about what you are trying to achieve. 
Are you trying to develop the relationship because 
it is too soon to try to make a sale? The sales 
process is a series of steps. Maybe the time is right 
to make a sale there and then.

Even if you aren’t expecting to reach a deal, you 
need to know your bargaining position so you 
don’t get caught out. What would you prefer – a 
full-price sale, big order or immediate payment? 
Are you prepared to throw in some extras to 
make the sale happen?

Being able to sell is crucial. Offering an attractive product or service helps, but 
having a persuasive selling technique will boost your chances of success. Speaking 
to the person who makes the decision to buy is vital. Otherwise, you will be wasting 
your time.

Improving your selling
technique

NEED TO KNOW
You won’t be able to meet the needs of all 
prospective customers. You need to know 
when to walk away.

 CREATE INTEREST

Most people dislike being contacted by salespeople. 
They know you are after their money and it is likely 
that they won’t feel a great need to buy whatever 
you are offering.

You need to capture their interest quickly. If you 
have done your research, getting their attention 
needn’t be that difficult. Begin by focusing on 
one key benefit you can offer to make their lives 
better. If you can save them money – all the 
better. Explain the benefit in clear, concise and 
measurable terms (eg “My product has saved 
my other customers £400 a year”).  

 GET THEM TALKING

The secret to selling is getting the customer 
talking. This allows successful salespeople to 
find out what their customers need, while also 
building up a rapport. 

 STRESS THE BENEFITS

As you talk more, you will get the opportunity 
to speak in more detail about your offer, but 
remember – customers buy benefits, not 
features. Provide evidence that your offer matches 
their individual requirements. Use what they 
have told you to work out what benefits your 
prospect values most.
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 OVERCOME OBJECTIONS

If the customer seems reluctant, subtly find out 
why. You have to be able to think quickly of a way 
around any objections the prospect raises.

Often, they will tell you they are happy with their 
existing suppliers. In this case, offer a free sample, 
so they will be able to see just how superior your 
product is. You could offer a special introductory 
price, maybe a money-back guarantee.

 NEGOTIATE THE DEAL

More seasoned prospects will try to focus on price 
from the start. To combat this, tell them you need 
to establish exactly what they want before you 
can start talking about price.

When you do, start high. It is easy to reduce the 
price later, but almost impossible to increase it. 
Instead of lowering the price, use what you know 
about the customer to sweeten the deal in other 
ways, maybe by offering faster delivery. 

Don’t make concessions unless you are getting 
something in return (eg a bigger order). It is 
important to recognise that there will be times 
when you cannot meet a prospect’s demands. 

A large part of successful negotiation is simply 
staying cool. Knowing your negotiating objectives 
from the start makes this easier. 

 MAKE THE SALE

Throughout the sales process, it is up to you to 
move things along. If you have reached a deal 
– close it. Confirm the details (you might need to 
do this in writing), including terms of payment. 
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Q&A

SELLING TECHNIQUE
Julian Unsworth 
of Business Link 
Norfolk

Confidence is very 
important…

If you are honest, professional and have belief 
in your product or service, your confidence will 
come across to prospective buyers, which will 
improve your chances of making a sale.

What should I avoid doing?
Don’t give out unintentionally negative messages 
to prospective customers – whether verbally, 
visually or when writing to them. 

What about my sales pitch?
Pay close attention to detail. You’ve got to be 
able to explain clearly and succinctly how your 
product or service can benefit the customer. 
Capitalise on your unique selling propositions. 

How can I grab people’s attention?
When selling to new prospects, you have to try to 
create a buzz around what you are offering. Once 
you understand what customers are looking for, 
highlight your unique perceived benefits, not just 
your product’s features.
 
How should I handle objections?
A key selling skill is listening. Take objections 
or concerns seriously. Deal with each one in an 
appropriate and professional manner. You need 
to be able to come up with answers that ease 
any concerns customers might have. It helps if, 
in advance, you prepare responses to any likely 
objections prospects might have. 

What if people just aren’t interested?
Be polite yet persistent if you get an immediate 
brush-off. You have to try to keep the conversation 
going. If a customer says they need time to think 
about your offer, ask what their concerns are. 

Any final tips?
If someone recognises the benefits, but still 
shows reluctance, consider offering free 
samples for trialling or slightly more favourable 
terms, maybe a special introductory price.  

www.businesslink.gov.uk



It can be easy to waste time and money on 
promotional activities that don’t work. With 
so many methods to choose from, you need to 

find out which ones are the most cost-effective 
for your business.

 SATISFY YOUR CUSTOMERS 

By providing recommendations to others, satisfied 
customers can help promote your business. 
Providing a good product or service in the first 
place will help to bring this about. But it is worth 
following up sales a few months later to check 
that customers are still happy. This creates a 
good impression and gives you the chance to 
remind them about your business.

 GET REFERRALS 

Ask happy customers if they know anyone who 
might be interested in your product or service. 
Request a reference, which you can show to others 
or quote in your promotional materials. Offer 
customers a reward for recommending your 
business to others. This could be a discount on a 
future purchase or maybe even a small commission 
for any work that comes your way.

For many businesses, the most powerful promotion comes from recommendations 
made by satisfied customers. There are plenty of other options, including advertising, 
direct mail, PR and networking. A steady stream of promotional activity helps ensure 
that customers remember you when they are thinking of buying.

Promote your business
 MEET AND GREET

The best way to promote your business is to meet 
potential customers. If there is a good chance of 
making a sufficiently profitable sale, a one-to-
one meeting will be worthwhile. 

For others, meeting lots of customers at the same 
time will be more viable. For example, exhibitions 
are a key promotional opportunity. Networking is 
another effective way of marketing your business.

 CHOOSE YOUR MEANS

Guided by your market research, decide which is 
the most effective way to convey your key sales 
messages to your target market. This could be an 
advertisement in a local newspaper or a stand 
at a conference. It might be wiser to contact a 
prospect individually by letter, email or phone.

 IDENTIFY YOUR KEY MESSAGES

Your key messages should be the most appealing 
benefits your product or service offers. Also 
highlight your USPs – the things that set you apart 
from your competitors. 

 PLAN A SCHEDULE

A lot of new businesses open in a blaze of publicity, 
but then quickly fade into obscurity because they fail 
to take a longer-term approach to marketing.
Most businesses need to promote themselves 
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PROMOTE YOUR BUSINESS

NEED TO KNOW
Word-of-mouth recommendation is the best 
form of advertising. Experience will tell you 
which other methods are most effective. 
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CASE STUDY

HOW I GET 
FREE 
PUBLICITY 
FOR MY 
BUSINESS
Wilfred Emmanuel-Jones 
founder and managing 
director of Devon-based 
producer of sausages and 
sauces The Black Farmer

» Few businesses can prosper 
without publicity, yet too many 
concentrate on such things as 
finance at the expense of PR and 
marketing. The fact is, people 
can’t buy from you if they don’t 
know you exist.
 The best thing about getting 
publicity is that it’s free, which is 
great for small businesses, because 
most don’t have much money for 
marketing themselves.
 Obviously, the goal is to achieve 
increased sales through raising 
product awareness, but don’t 
expect results straight away. 
Often what you’re trying to do is 
get people talking about you, which 
might lead to sales later on.  
 My business has been profiled in 
the Guardian, Daily Mail, The Times, 
The Sunday Times, Independent 
and Telegraph, as well as the 
Evening Standard and many regional 
papers in the West Country.   
 We’ve also been featured in The 
Spectator, Country Life, The Grocer, 
Sainsbury’s Magazine and House & 
Garden. For my kind of business, 
magazines definitely give the 
most rewarding publicity. 
 I’ve also been interviewed on 
radio and TV many times. I have 
strong opinions about rural issues, 
so frequently I’m asked to comment, 
which brings publicity. I always 
make myself available to journalists.  

 Getting radio or TV coverage is 
tough unless you’ve got something 
remarkable to publicise. My advice 
is concentrate on local magazines 
and newspapers first; getting 
national exposure is very difficult. 
 When planning your campaign, 
think about your customers. Target 
the publications and programmes 
they watch and listen to and find 
out the names of people who write 
stories about businesses like 
yours. Ring them to tell them 
about the story. Don’t be pushy, 
but you have to grab their 
attention. If all you’re offering is 
dull product details – forget it. 
 Follow up by sending press 
releases. Ask for the journalist’s 
email address and post another 
release to them. Make it one page 
long. The headline and first 
paragraph should grab their 
attention and convey key facts. 
Include quotes, too. 
 Avoid complex language and 
don’t try to be too clever or funny. 
Make sure your contact details are 
clearly stated and send free 
samples if possible.  

 Compile a database of media 
contacts and feed them stories. 
But trying to do this too frequently 
can work against you. 
 If you can afford it, I would 
recommend using a PR agency. 
You buy their expertise and benefit 
from their contacts, which is more 
likely to lead to coverage.
 Because of my Black Farmer 
Rural Scholarship scheme, which 
gives young black and Asian kids 
from the inner cities experience 
of working in the countryside, my 
farm will be featured in a new 
Channel 4 fly-on-the-wall series. 
 Recently, we sent sausages to 
all of London’s radio stations. We 
got some fabulous publicity from 
that. We’ve just commissioned a 
survey to find out whether MPs in 
the Commons still shop in small 
local shops or supermarkets. There 
are important issues we address, 
but The Black Farmer name will 
also be mentioned, too. 
 You have to be creative and you 
have to invest a lot of effort in trying 
to get publicity. Sometimes it 
pays off, other times it doesn’t. «

“People can’t 
buy from you if 

they don’t know 
you exist”

www.businesslink.gov.uk



throughout the year. This might mean dropping 
leaflets through letterboxes every three months 
or running an ad in the local paper every week. 
Recognise times when demand for your product 
is likely to be strongest and make sure you plan 
an effective campaign in the lead-up.  

 DELIVER YOUR KEY MESSAGES

You can reach more potential customers quicker 
by advert, leaflet, poster, phone, email or letter. 
However, because it’s so impersonal response 
can be limited. Using these means of approach 
can make it difficult to capture people’s attention. 
You must get your key messages over immediately. 

 SEEK FREE PUBLICITY

Advertising works well for some. They pick the 
right medium, deliver the right messages and 
reap the rewards. Simple forms of advertising can 
be effective, such as painting a sign on your van. 
However, there are ways to advertise your business 
without spending anything. This could be as simple 
as pinning your card to a shop notice board.  

 JUDGE SUCCESS RATES

Whenever you promote your business, keep track 
of responses (‘leads’) you get and which ones 
lead on to sales. 

Try out different things to see what works best. For 
example, send out two versions of a direct mailing 
to see which generates the most leads. You could 
advertise in different publications. In time, you will 
develop a better idea of how to promote your 
business cost-effectively.
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Q&A

MARKETING BASICS
Stewart Masterton, 
Business Link for 
London adviser

How much time should I 
devote to marketing?

It’s not about having a fixed amount of time that 
you spend marketing. Marketing should become 
part of your business culture. For example, you 
are marketing your business every time you 
meet people. 

Do I need a marketing plan?
Putting one together is time well spent. It doesn’t 
have to be highly sophisticated. You just need 
something that allows you to focus your thinking, 
structures your marketing activity and gives you 
a means of measuring your success. 

What mistakes should I avoid?
Don’t focus on acquiring new customers at the 
expense of existing ones. On average, sales to 
new customers cost six times as much as sales 
to existing customers. Always make sure you are 
communicating with your existing customers.

I don’t have much budget…
You don’t necessarily need to spend a fortune to 
market your business. Decide how much you can 
afford, assess your options and spend it where 
it’s most likely to get results. 

What low-cost methods should I consider?
Word of mouth is a very powerful form of 
marketing and getting your customers to 
recommend you is key. Offer existing customers 
incentives to do this, maybe a discount on their 
next purchase. 

What about networking?
Linking up with other firms can open doors. 
Attending local business events can enable you 
to build up a network of valuable contacts. 

What about PR?
If you can generate positive stories about your 
business in the press, that is another highly 
effective form of marketing. And best of all – it 
won’t cost you.

www.businesslink.gov.uk
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CASE STUDY

HOW I 
NETWORK
Sarah Thomas of Norwich-
based PR and editorial 
services provider Sarah 
Thomas Communications

» Much of the work I’ve done since 
starting my business in 2004 has 
resulted from networking. About 
six months after starting up, I 
joined a local chamber of commerce 
group for entrepreneurs aged 18-
35. Those events generated some 
work, but they were also valuable 
learning experiences, too. 
 Informal networking has brought 
me a lot of work. Often, this can 
be something as simple as going 
for lunch or a coffee with an ex-
colleague. Working for others 
enables you to build up contacts. 
This can be very useful when 
working for yourself. 
 I called people up – including 
some I hadn’t seen for a while. 
Meeting up enabled me to find out 

what they were doing and let them 
know I’d started my own business. I 
was recommended many times 
as a result. Word of mouth is the 
best form of advertising. I made 
recommendations, too.  Networking 
is not just a question of what you 
can get out of someone. It’s also 
about how you can help them.
 At more formal networking 
events, such as conferences and 
trade shows, you need to be careful. 
Working the room too hard is a 
bad idea. Don’t be pushy, either.
 In advance, find out who will be 
attending. Once there, speak to 
people in a friendly way and 
listen. You need to be able to tell 
someone in 30 seconds who you 
are and what you do. Arm yourself 
with some interesting news about 
your business, too. 
 Don’t try to go to every event. I 
went to some that were a waste of 
time, but you do learn. Find ones 
that have other purposes. If you 
go along and learn something, 
but fail to make any contacts, it 
doesn’t matter as much.
 Sometimes what you do is of 
no use to the person you’re 

speaking to, but that doesn’t 
mean they don’t know someone 
you might be of interest to. You 
might get a call months later – you 
have to take a long-term approach.
 Some events make you nervous, 
but you just have to take a deep 
breath and go over to speak to 
people. I think you develop more 
confidence for such things, the 
more you do them.  
 Transfer any contact details 
into your database when you get 
back to your office. I then send a 
brief email saying how nice it was 
to meet the person, also asking 
whether we could meet again. 
You don’t want to appear too eager. 
You are trying to get someone to 
like you, but you don’t want to 
come across as too full-on. 
 Entering awards also offers 
networking opportunities. They’ve 
been very good for my business. I 
went to the Chartered Institute of 
PR regional awards ceremony in 
2004. I didn’t enter: sometimes 
it’s just about being there. In 2005, I 
did win a CIPR award. I made so 
many contacts while there, which 
has led to a lot of new work. «

“Much of the 
work I’ve done 
since starting 

my business has 
resulted from 
networking “

www.businesslink.gov.uk



Whatever your business, many of your 
target customers are likely to use the 
Internet. Having a good website can 

be a highly cost-effective way to market yourself. 

 PLAN YOUR WEBSITE

Even a simple website gives you the chance to 
explain what your business does and how it can be 
contacted. You might want more content. Maybe 
tips for how to get more value out of your products. 

Many sites allow visitors to buy online. However, 
you need to comply with relevant regulations (see 
the ‘Distance selling and online trading’ pages of 
www.businesslink.gov.uk). You will need to be 
able to accept different forms of payment, too, 
especially those made by credit or debit card. 

Choosing the right website address (‘domain name’) 
makes it easier for customers to find you. It is 
likely to incorporate the name of your firm or 
product. You can register this for around £30. 

 CREATE THE SITE

Some have the know-how and computer software 
to put together their own website. However, a basic 
website might not present the professional image 
you need or the online features you require.

The Internet can be an effective way of advertising your business. It can also be a 
way of making sales. More affordable costs mean that having your own website has 
become standard, even for small businesses. And emails can be an effective way to 
stay in touch with your customers and sell to them.

E-marketing and 
online selling

Some providers offer off-the-shelf packages for a 
couple of hundred pounds, followed by monthly 
fees of £20 (or more) to rent space for your site. 
You could go for a customised solution, by hiring 
your own website developer. This may be expensive, 
but it is likely to give you the best results. 

You need to be able to update the site whenever 
you want to, without having to pay others. You 
also need to make sure your site complies with 
rules on accessibility. Visit the Disability Rights 
Commission site for information (www.drc-gb.org).

 PROMOTE YOUR SITE

Register your website with search engines to help 
people find your site. Include your web address 
on all stationery, emails and marketing items. 
Get other sites to include your address as a link.

 MAKE THE MOST OF EMAIL 

Sending out special emails to customers can be 
a good way to market your business, but make sure 
you comply with data-protection regulations. 

You have to grab the recipient’s attention quickly. 
Rather than going purely for the hard sell, combine 
product details with news about your business or 
even some fun facts. Include links that take the 
email recipient to your website.  
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CASE STUDY

HOW I 
MARKET MY 
BUSINESS 
ONLINE
Andy Burnet of Swanage-
based chocolatiers 
Chococo – the Purbeck 
Chocolate Company

» When we started the business 
in 2002, we created a simple 
website that only carried some 
information about our business 
and products. To place an order, 
customers had to download a form 
and send it to us with a cheque. 
 We quickly realised that this 
was an important means of 
communication with our customers 
and soon we invested time and 
money into developing a full e-
commerce site.

 Our new site was designed by a 
local web developer. Importantly,  
it allowed us to add and update 
product information and images 
whenever we needed to. In effect, 
this gave the business a dynamic 
product brochure without the 
need to have one printed, which 
has saved us money. 
 My wife Claire, who co-owns 
the business, has a marketing 
background. Over the years she 
has secured editorial features in 
national press which has led to 
increased sales. 
 We always try to ensure that 
our telephone number and web 
address are included in any 
features that are written about 
the business. 
 Online marketing is very 
important, but it complements 
our other marketing activities.   
 Two years ago we started 
running email campaigns that 
are tied to seasonal demand. We 
send emails at Christmas and 

other key chocolate-buying 
occasions. The emails contain 
company news and information 
about Chococo products that are 
available during the coming 
season. Links on the email take 
customers directly to relevant 
online shopping pages of our 
website.
 We have built up a database of 
3,000-plus email addresses from 
scratch. This includes visitors to 
our shop, who sign up to receive 
our newsletters. People have to 
opt in to receive our emails, but 
they can easily opt out. 
 Our email communications 
allow us to nurture a relationship 
with recipients. This is very different 
from buying a list of email 
addresses of people with whom 
we have had no previous contact.
 We are about to upgrade our 
website. We want to give it more 
visual impact. Customers first eat 
the chocolates with their eyes, so 
the site’s design is crucial. «

Find out what type of website would be best for you  at: www.businesslink.gov.uk/website



Putting effort into keeping your customers 
content usually pays off. It helps to ensure 
that they remain loyal to your business. 

What is more, you can expect happy customers 
to recommend you to others.

 MAKE CUSTOMERS’ LIVES EASIER 

There are many ways you can make the lives of your 
customers easier. Sort out things that might 
irritate them. This could be as simple as making 
sure that popular products are always in stock 
or making sure their enquiries are dealt with 
straight away.

Think about whether your product or service could 
be improved. Could you give better after-sales 
support? Would customers appreciate being 
offered next-day delivery?

Whatever you do, never over-promise. If you say 
you are going to do something – do it. And if 
there is going to be a problem, let your customer 
know straight away.

Keeping customers happy is one of the most effective ways of getting them to come 
back for more. There is no great secret to it. You just need to offer them what they 
want, do what you say you are going to do and listen to what they say to you.

Keeping your 
customers happy

 THINK LONG-TERM

Make sure you sell customers something they 
actually need. Selling them a product they don’t 
really need just so you can make more money 
could backfire.

Following up after you make a sale to find out if a 
customer has any problems you can sort out is 
crucial to building a good relationship with them.

 GET EVERYONE ON BOARD

Make sure anyone you employ understands how 
their performance can shape customers’ perception 
of your business. Getting it right doesn’t have to 
be difficult or expensive. It could be as simple as 
ensuring that your people answer incoming 
phone calls in a friendly and efficient manner.

Even if you work on your own, there will be others 
who influence how customers feel about you. It 
is no good blaming the courier you use when a 
delivery is late. It will reflect on you. 

 ASK FOR FEEDBACK

An important part of providing a good service is 
keeping your customers informed. Perhaps more 
important is asking them for feedback and 
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NEED TO KNOW
Take customer complaints seriously. Try 
to resolve the situation quickly and leave 
the customer happy with the outcome.



listening to what they say. What do they like about 
your product? What don’t they like? How can you 
improve what you do?

Talk to your customers if you can. You could carry 
out a customer survey. If someone stops buying 
from you – find out why. Maybe you can win them 
back or learn something that will help you to retain 
other customers.

 HANDLE PROBLEMS QUICKLY

It is worth encouraging complaints. If a customer 
isn’t happy, find out why. Then you can do something 
about it. If someone complains, treat it seriously. 
Sort it out quickly and aim to leave the customer 
satisfied with the outcome.

Just listening to their complaint helps to make 
customers feel better. And if they have a genuine 
reason to be upset, rectify the situation. 

 GIVE KEY CUSTOMERS MORE

Think about ways in which you can improve your 
service to your best customers. Just treating 
them as individuals can make a big difference. 

Big customers might expect discounts, but you 
may be able to reward them in other ways. Simply 
taking someone out for a drink might be enough. 
Offering a VIP service, such as fast-tracking 
their orders or taking an urgent delivery round 
yourself are inexpensive ways of showing how 
much you value your best customers.

You might want to give key customers advance 
notice when you’ve got offers coming up or if you 
are planning something new. Again, it is a way of 
making them feel special.
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Q&A

CUSTOMER CARE

Jo Bowen-Jones of Business Link for 
Greater Merseyside

Why is customer loyalty important?
It’s easier and cheaper to sell to existing 
customers than to find new ones. Often, they are 
your best and most cost-effective customers. 
Additionally, a satisfied customer is more likely 
to recommend your business to others, so they 
can help you to win new business. 

How can I gain a loyal customer base?
The customer’s opinion of your overall service 
will influence them more than short-term 
rewards. You need to show your customers that 
you understand their needs and that you continue 
to do so. Keep them well informed, listen to their 
feedback and be prepared to act on it. 

How can I show customers they are valued?
It’s about offering a personal service. If people 
walk into a shop and the owner calls them by 
their name – they will appreciate the gesture. 
Always try to exceed your customers’ 
expectations, too. For example, promise delivery 
in ten days, but deliver in seven if you can. 

What about loyalty schemes?
You have to try to reward customers who keep 
coming back to you. Provide special offers and 
discounts if you can. Always be trying to think of 
cost-effective ways you can continue to build 
goodwill between yourself and your customers. 

What if customers complain?
Treat the matter seriously and make sure the 
customer knows this. Deal with complaints 
quickly. As the boss, you might have to write 
back or ring them personally to fix the problem. 
Remember – the customer is always right.

www.businesslink.gov.uk



SETTING A PRICE

NEED TO KNOW
If in doubt, go for a slightly higher price. 
Making a reduction will be received much 
more favourably than a price increase. 

The key to price-setting is research. Knowing 
about customers, competitors and your 
business costs will enable you to calculate 

an optimum price, which is one that allows you 
to maximise your profit while making sure the 
price remains attractive to the market. Two 
methods are popular. 

Cost-plus pricing involves adding a ‘mark-up’ 
percentage to your costs. The alternative is 
value-based (or market-based) pricing, which is 
determined by how much customers are willing 
to pay. Often, this is far higher than cost.

 RESEARCH YOUR MARKET

Check out your competitors’ prices. Don’t try to 
match their prices without working out your costs, 
because they might have lower overheads. Low 
pricing might be part of a bigger sales tactic. Try 
to find out what potential customers are prepared 
to pay. Market research will help. 

 CALCULATE YOUR COSTS

Calculate your development costs (if applicable). 
Then work out your variable costs, which include 

Getting the price of your product or service right is vital to the success of your business. 
If you set the figure too high, customers will be put off and sales will suffer. If you aim 
too low, you might create the wrong impression or be left committed to a loss-maker 
that drains profit from your business. You need to review your prices regularly.  

Setting a price
materials, packaging and distribution. These are 
called variable costs because the more you produce, 
the more you pay. 

Now add up your fixed costs (or ‘overheads’), which 
include rent, rates and salaries. These stay the 
same regardless of volume. Work out what 
percentage of your fixed costs your product should 
cover (see page 23). 

Adding your costs together will give you a breakeven 
figure. Go back and check the figures again. Any 
mistakes could cost you dearly. Divide your 
breakeven figure by how many you make or supply 
(‘volume’) to end up with a unit breakeven figure. 

 SETTING A COST-PLUS PRICE

Decide how much mark-up (‘margin’) to add to 
your breakeven to make the desired profit. Mark-
up is expressed as a percentage of breakeven. 
Knowing how much to add could be the result of 
experience or industry norms. 

Always try to maximise your mark-up – but keep 
your price attractive. You can have a higher margin 
when demand is strong, competition is weak or 
your costs are low. 

You will have to settle for less if your costs are 
high, competition is strong, demand is low or if you 
are trying to establish your product. 

If your price looks higher than the market will 
bear – find ways to slim your costs so that you 
can reduce your price.
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 CREATING A VALUE-BASED PRICE

Value-based pricing is guided by how much value 
customers attach to something, which is often 
far higher than costs. For example, to fix a broken 
window, a glazier might have to pay £5 for travel, 
£18 for materials and one hour’s labour at £30. 
However, the price to the customer might be £90. 

Similarly, consumers might be willing to pay £160 
for ‘must-have’ jeans that cost the retailer just 
£40 to buy from the maker. Having an excellent 
knowledge of the market is essential when setting 
a value-based price.

 WEIGH UP OTHER FACTORS

Brand positioning is very important. Customers 
are unlikely to consider yours to be a premium-
quality offer if that isn’t reflected in the price. You 
might also have to think about how having to 
charge VAT will impact on your prices. 

You could keep your margins low on some products 
to achieve higher margin sales on others. Your 
competitors might suddenly drop their prices to 
win business from you. You might need to calculate 
a separate price for markets overseas or sales 
that you make online. 

 CONSIDER SELLING STRATEGIES

Many retailers set prices at odd values (eg £4.99 
instead of £5) to make prices more attractive. 
Discounting can be effective when trying to 
introduce a new product, win new customers or 
larger orders, clear old stock or encourage early 
payment, persuade reluctant customers to buy 
or ensure their loyalty. Always think before 
discounting. You need to be able to afford it. 
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Q&A

SETTING A PRICE
Clive Pawson of 
Business Link 
Humber

What are the golden rules?
Make sure you do enough research in advance. 
You need to know how much your competitors 
charge, how much the market will bear and 
how much it is going to cost you to market your 
product or service. 

Are there any others?
Making mistakes when working out your costs 
can be fatal later down the line. Take time to 
calculate each and every cost. 

You have to be cautious when considering how 
much your competitors charge...
Well, some people make the mistake of just 
matching a competitor’s price without having 
worked out whether they can afford to do so. 
You shouldn’t just match the lowest price in the 
market without first working out your costs.

What are the limitations of cost-plus pricing?
Cost-plus pricing works on the assumption that 
you are going to sell enough units at your price, 
but the demand might just not be there. A few 
costs can get forgotten or be hidden, too, so true 
margins might be less than you expected. Also, 
it doesn’t necessarily account for where you are 
trying to position your product.

What else should I consider?
Setting a price is not something you do once 
and then leave. It’s an ongoing thing. You need 
to be prepared to adapt to changes that happen 
around you. At any time, the cost of materials or 
overheads could go up. You also need to weigh 
up changing customer attitudes and what your 
competitors do with their prices. 

So the solution is evolution?
Most definitely. You have got to be ready to 
change your prices whenever it is necessary. 
Importantly, this means making increases as 
well as reductions, of course.

www.businesslink.gov.uk
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Effective budgeting can help you to stay in control of your business finances. It 
enables you to work out what the future holds, and more specifically, whether 
cashflow problems are heading your way. This is when you run the risk of paying 
more money out than you have coming in. 

Budgeting
Budgeting requires making informed 

predictions about how much money will 
enter and leave your business. It isn’t an 

exact science, but producing budgets for each 
month enables you to judge what is likely to happen 
in the quarter, six months or year ahead. This can 
help you to anticipate and weather any short-term 
cashflow storms.  

 FORECAST MONTHLY SALES 

Make sales forecasts for each month (most firms 
face fluctuating demand). Ask how many 
customers you will keep and how much new 
business you are likely to gain in the next year. 
Will you lose business to your competitors?

Forecasting will be easier if you can use last year’s 
figures as a guide. If you are a new firm, market 
research will help you to forecast sales. As each 
actual month of trading goes by, you will be able 
to make more realistic predictions. 

 ESTIMATE YOUR COSTS

Working out your likely expenditure will be easier. 
Add together all fixed and variable costs you will 
have to pay in the next year.

 WORK OUT CASHFLOW

Setting out your predictions in a spreadsheet split 
into months makes it easy to make assessments. 
Comparing money coming in against money going 

out will give you a picture of how your business 
bank balance could change. If it looks likely you 
will run out of cash, decide now what you are going 
to do (eg arrange a loan). Identify key periods when 
money will enter or leave your business. Your sales 
might be concentrated at a particular time of year. 
There will be variations in your monthly outlay, too. 

Remember – cashflow is about money actually 
coming into and out of your business. A profit-
generating firm can still be forced into liquidation if 
being owed money means it can’t pay its own bills.

 WEIGH UP THE RISKS

Your forecasts are only estimates. Actual sales 
and expenses could be higher or lower. You have 
to anticipate unforeseen changes, too. What if 
your key supplier suddenly puts their prices up? 
It is worth addressing some ‘What if?’ scenarios 
(eg ‘What if my sales are 15 per cent lower than I 
had budgeted for?’).

 GET REAL

Each month, compare your actual sales and costs 
against your forecasts. Whenever there is a big 
difference, find out why. Was it a random 
occurrence or have things changed for good? If 
you sold more than you expected, should you 
increase your sales forecasts for subsequent 
months or reduce them? This type of thinking helps 
you to keep your forecasting more accurate. It 
also helps you to learn from your mistakes, so 
that you can improve your forecasting skills. 

www.businesslink.gov.uk
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If you deal with long-term contracts, try to 
negotiate steady monthly payments from 
your customers. Having to wait for payment 

can place a strain on your finances. Send your 
invoices out on time, too. The sooner you bill your 
customers, the sooner payment is due.

Keep unpaid sales invoices in date order. This will 
help you to prioritise which ones to chase first. 
Always go after the biggest totals first. Dedicate 
a set amount of time each week to chasing money 
you are owed. 
 

 IMPROVE YOUR CREDIT CONTROL

Carry out checks on all customers who ask for 
credit. Ask for credit references from their bank 
or their other suppliers. Alternatively, there are 
numerous credit-checking service providers. 

Limit the terms of all credit you grant. Only give 
more favourable terms to your most trusted and 
valued customers. Set an upper limit and stick 
to it (this is the amount you can afford to risk). If 
someone exceeds this or asks for more – say no. 

Make sure that all your customers understand 
your sales terms and conditions. If you haven’t 
got any, get some drawn up. Include your statutory 
right to charge interest on late payment. 

 CHASE OUTSTANDING PAYMENT 

Offer incentives for prompt payment and ask for 
all payments to be made directly into your account 

Each month you need to assess the actual performance of your business against 
your forecasts. If your cashflow turns out to be worse than you had budgeted for, 
you need to take remedial action immediately. Failure to do so will only make things 
worse. So what steps can you take?  

Improving cashflow
via BACS. Chase all late payers. Send a written 
reminder shortly before payment is due. If you still 
don’t receive your money on the due day, remind 
the customer they are late (doing so face to face 
or over the phone is hardest to ignore). 

Their reasons for delay could be genuine. Maybe 
they are awaiting payment from their customers. 
You might be able to arrange part payment and 
sort out a plan for getting the rest. It can be wise 
to work with customers who are experiencing 
difficulties, but remain determined. Make sure 
they are not querying the invoice.

 KNOW WHEN TO GET SERIOUS

If there is anything wrong with a cheque you are 
given, ask for another one immediately. If a 
cheque bounces, retain it as evidence. Contact 
the customer, explain what has happened and 
negotiate another method of payment.  

If a customer doesn’t pay after you have made 
every reasonable effort to find a solution, and 
you suspect them of using delaying tactics or 
you fear the worst, make court action your last 
resort. It can be effective, but it can also be 
expensive, stressful and time-consuming. 

Debts are usually classed as overdue 30 days 
after an invoice is issued. You are then entitled to 
charge interest (the Bank of England base rate 
plus eight per cent for each overdue day), but 
inform the customer that this is what you intend 
to do. If they still don’t pay after your charging 
them interest for a set period, seek legal advice.
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You could use a debt-collection agency (choose 
one that is registered with the Credit Services 
Association). They will charge you a fee, but when 
faced with being pursued by a professional debt 
collector, many late or non-payers pay up.

 BOOST YOUR TURNOVER

It sounds obvious, but increasing your prices might 
be the best way to improve your cashflow. A good 
knowledge of your market will help you to decide 
whether this is possible. You need to be sure it 
won’t have a negative impact. Maybe it’s time to 
totally rethink the way you promote your business. 
It could even be time for you to launch a new 
product or service. To free up capital, consider 
giving discounts on old or obsolete stock. 

REDUCE YOUR COSTS

Be cautious when cost-cutting, but don’t rule 
anything out. Eliminate all unnecessary expenses. 
If applicable, convey to your employees how 
important this is. Only buy what you need, but make 
sure you can still meet your customers’ needs.

Root out inefficiency. Avoid frequently placing small 
orders if it means you miss out on discounts. Check 
you aren’t being charged for things you haven’t 
received from suppliers. Negotiate better deals 
from existing suppliers. If you can’t, shop around, 
but make sure you will get comparable (or even 
improved) value for money. Seek more favourable 
credit terms from those you buy from. 

Speak to your bank manager. Find out if there is 
a more beneficial way of organising your finances. 
For example, you could consolidate all your 
debts into one loan. Be sure to shop around for 
the most favourable rate of interest. 
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Q&A

LATE PAYMENT

Julie Townsend of Business Link 
Leicester

What pre-emptive measures should I take?
Send your invoices out on time and always check 
the credit history of new customers. Initially 
setting a low credit limit is advisable. 

What about terms and conditions?
Make sure your customers read your payment 
terms and understand their obligations. Advice 
on writing payment terms and conditions is 
available on the Business Link website.  

What if a customer doesn’t pay on time?
Phone them. Just jogging their memory might 
be enough. Also, invoices do get mislaid from 
time to time. Alternatively, they could be unhappy 
with the work you’ve carried out for them or with 
a product you’ve supplied. This might just be a 
small problem that can be instantly put right.

It’s important to record the conversation…
Make sure you write down the name of the 
person you spoke to and what you agreed. This 
way, if it does end up in court you have evidence 
that shows you have taken reasonable steps to 
sort the matter out.

What if they still don’t pay?
If they don’t pay within seven days, send a polite 
written request for payment informing them of 
your rights, under late-payment legislation, to 
charge interest. You’re entitled to start charging 
late-payment interest 30 days after issuing an 
invoice. Never be afraid to chase late payments, 
you should expect to have to do this from time to 
time. If you don’t get paid, then your business 
cannot survive. 

www.businesslink.gov.uk

IMPROVING CASHFLOW



57

CASE STUDY

HOW I CUT MY 
COSTS
Lak Kharod of Heathrow-
based international courier 
company Citipak Express 
Delivery

» On a day-to-day basis, it can 
be tough to keep a close eye on all 
your business costs. There are so 
many other things that demand 
my attention. 
 However, every now and again 
I make time to look more closely 
at how much money my business 
is spending and on what things. I 
can then decide what to do about 
things we’re spending too much on.
 It’s important to think before 
you cut costs. If you do it by too 
much or on the wrong things, it 
can have a very bad effect. Your 
customers might end up going 
elsewhere if the quality of your 
service suffers. 
 You also have to think about the 
effects it can have on your people. 
If anything, you need to get your 
employees to help you to reduce 
your business costs. 
 It helps if you can set a good 
example. For instance, I only ever 
go to meetings if they really are 
important. I always travel by the 
most cost-efficient means.
 You have to look at costs across 
the board. That means everything 
from stationery through materials 
to wages and major purchases.   
 Fuel costs are particularly 
important to me and my business. I 
am always trying to find ways to 
reduce these.
 Advertising and marketing are 
the areas in which I first look to 
make savings. That doesn’t mean 
stopping everything – you still 
need business coming in. It 
means assessing how much you 
are spending on certain forms of 

advertising and comparing this to 
how much work it brings in.
 Recently, I looked at how much 
we spent on advertising in business 
directories. It worked out to many 
thousands of pounds each year.   
 To reduce costs, I decided to 
advertise online instead, which 
works out to about one tenth of 
what I’d been spending on directory 
advertising. I ended up getting 
more business by putting more 
effort into online advertising.
 I have also been able to make 
great savings on supplies. I use a 
lot of plastic courier bags, which 
costs the business quite a bit. So I 
decided to explore my options 
and ended up finding a supplier 
who was able to give me a much 
better deal. 

 I think it’s best to start by talking 
to existing suppliers to see whether 
they can give you a better deal. 
When I say suppliers, I also mean 
banks and utility providers.
 Ensuring the same – or better – 
quality is very important. There is 
no point going to a cheaper supplier 
if the product or service you receive 
is less than what you need.
 Wages are another important 
expense to consider. I hate having 
to let people go – it’s never easy. 
But sometimes you have to make 
tough decisions for the good of 
your business. 
 It’s about looking at your own 
wages, too. For example, to get 
through a tough period, you might 
have to come in at weekends 
without paying yourself. «

“It’s important to think 
before you cut costs.  

Do it by too much or in 
the wrong areas and it 
can have a bad effect”
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BOOK-KEEPING BASICS
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Book-keeping means recording details of a firm’s income, expenditure and all 
amounts outstanding. Maintaining accurate financial records is a legal requirement, 
but regularly updating your books is also essential to understanding your sales and 
cashflow, which will help you to manage your business more effectively.

Book-keeping basics
Whether you use a paper- or computer-

based system, book-keeping requires 
understanding some basic principles 

and the use of a few straightforward methods. 

Unless your business finances are simple, a PC-
based system is recommended. It will save you 
time and effort. Many businesses now start off by 
using spreadsheet software (eg Excel) or a 
simple and inexpensive accounts package. 

Ask your bank, accountant or business adviser 
for recommendations on accounting software. 

 SETTING UP FILES

Create files for keeping records of your sales. Non-
cash-taking businesses issue invoices for each 
sale they make and copies of these are kept in 
either of two files – Sales Paid or Sales Unpaid. 

You also need to create files for purchases your 
business makes. Keep two files – Purchases Paid 
and Purchases Unpaid. 

Ask your accountant for the full list of records 
you need to retain. This will include bank and 
card statements, paying-in books, cheque book 
stubs, payroll records (if you have employees) and 
VAT records (if registered). 

Set up box files for keeping accounts-related 
correspondence with customers, suppliers, 
regulatory bodies and government agencies 
such as HM Revenue & Customs (a tax inspector 
might ask to see these).

 RECORDING NON-CASH SALES

Each invoice you issue needs to show your trading 
name and address, details of what has been sold, 
a date of issue and a (sequential) unique reference 
number. When issued, keep a paper copy of each 
invoice in your Sales Unpaid file, with the most 
recent on top. As each invoice is paid, write the 
date paid on it and move it to the Sales Paid file.

 
 RECORDING CASH SALES

Keep separate records of cash sales you make. 
Use a till or Electronic Point of Sale (EPoS) system 
to record the sales. Keep till rolls or summaries 
and use them like sales invoices. They will help you 
to maintain daily records of all cash entering and 
leaving your tills.

 CHASING UNPAID INVOICES

Each month, chase invoices that are due or overdue. 
Deal with irregular situations such as amended 
invoices, part payments or credit notes.

 
 RECORDING PURCHASES

When your business buys something, make sure 
that you get a purchase invoice or receipt. You 
need to give each purchase invoice or receipt you 
receive a unique reference number. File these 
in your Purchases Unpaid file. As you pay each 
one, write on it the date you paid and move it to 
your Purchases Paid file. 
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CASE STUDY

HOW I DO MY 
OWN BOOKS
Beverley Rafferty 
of Haslemere-based 
children’s clothing retailer 
Footprints

» I started my business in 2002. I 
had always planned to do my own 
book-keeping, even though I had 
no experience. I was apprehensive, 
but it turned out to be much more 
straightforward than I’d expected.
 Keeping my own financial records 
enables me to keep my costs down 
and maintain a close eye on my 
business’ financial health. This 
way, I can control my cashflow. 
 I use an accountant to do my 
quarterly VAT returns, annual 
accounts and payroll. 
 Before I started the business, I 
got a free one-hour consultation 
with an accountant who told me 
what figures I needed to record. 
You can buy books or software 
packages, but I decided to set out 
my own accounting spreadsheets 
on my computer.  
 I record all monies coming into 
and out of my business. At the end 
of each day my staff and I reconcile 
the till to make sure that payments 
received tally with the value of 
stock sold.
 Every staff member has sales 
sheets to fill out each time a sale 
is made. Each day, I collect all 
sales sheets and enter the figures 
into a master sales spreadsheet 
on my computer.
 The spreadsheet clearly shows 
all money entering and leaving 
the business. Obviously, I retain 
receipts for all transactions. On 
my spreadsheet, the cash-in 
column is split into VAT-able and 
non-VAT-able takings.    
 Sales are split into product 
categories; not for accounting 

reasons, it just enables me to see 
which ones are selling well.
 All costs are entered into the 
spreadsheet, too. I can see the 
balance, which is generated 
automatically, as are my monthly 
figures. Having product categories 
for sales is very helpful when my 
accountant does my quarterly 
VAT returns. Making their job 
easier saves me money in fees. 
 I probably spend one day each 
week doing my books and admin. 
If I’m very busy during the day, I 
might end up doing some book-
keeping at night. 
 Doing my own book-keeping 
has enabled me to spot times when 

suppliers have tried to charge me 
twice or when I have been billed 
for goods I haven’t received. 
 Paying an accountant to do my 
returns, end-of-year accounts 
and payroll is money well spent. 
All I have to do is give them a copy 
of the financial figures I have 
stored on my computer.
 My accountant also gives me 
advice on how I can make the 
business more cost-efficient. It’s 
great to have that added safety 
net, too, just to make sure I am 
doing everything I should be. It 
protects me against being hit with 
an unexpected tax bill or any 
other nasty surprise. «

“Keeping my own 
financial records 

enables me to keep 
my costs down and 

maintain a close eye 
on my business’ 

financial health” 
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 PAYING SUPPLIERS

If you pay a purchase invoice by cheque, write the 
date, supplier and amount on the cheque book 
stub. If you pay several invoices with one cheque, 
write down each amount and the grand total. 

Many businesses now use electronic methods (eg 
BACS transfer) for payments. Your bank will help 
you to set this up. If you use this payment method 
and bank online, you will be able to print off details 
of each payment and keep these in date order in a 
separate file (just as you keep your cheque stubs). If 
you don’t bank online, you can contact your bank 
for details of payments made to your account (or 
consult your statements).

 CASH BOOK

At least once a week, enter all your transactions 
in your (hard-copy or electronic) Cash Book. You 
will find details of money entering your business 
in your bank paying-in book or on your bank 
statements. Check the details against invoices 
in your Sales Paid file. 

For details of money leaving your business, use 
your cheque stubs and bank statements (check 
these against the invoices in Purchases Paid). 
Tick off each matching figure (eg £50 on a cheque 
stub, on a purchase invoice and in the Cash Book), 
so you can spot omissions. 

 PETTY CASH

Use a petty cash box/tin to keep receipts for 
purchases you make with cash. Set up a Petty 
Cash Book or set out a spreadsheet to record 
these transactions. Make sure it tallies with the 
actual cash remaining at the end of each month.

 USING PERSONAL CASH

If you buy things for your business with your own 
cash, write details of the purchase on each 
receipt. If you use a personal card, your card 
statement will tell you how much the business 
needs to repay you. If you reimburse yourself by 
cheque, attach the receipts to an A4 sheet and 
file in Purchases Paid. If you reimburse yourself 
from petty cash, fill out a petty cash receipt. 

 CHECK YOUR BANK STATEMENTS

Regularly check your bank statement against your 
Cash Book for any missing items. If you bank online 
you can check your bank balance and print off a 
statement as often as you like. 

Enter details of missing items in your Cash Book. 
Match each entry in the Cash Book with items on 
your bank statement. The system you are using to 
record sales and purchases means entries in your 
Cash Book should be in the same order as entries 
on your bank statement. Make sure that every item 
on the bank statement has been ticked off.

 RECONCILE YOUR BANK STATEMENTS

Doing a ‘bank reconciliation’ is simple. Make 
sure all the transactions on your bank statement 
are recorded in your Cash Book, including any 
bank charges and bank interest (paid or received). 

Then create an adjusted bank balance figure by 
accounting for all of the items that are not shown 
on your business bank statement. Add any cheques 
that you have written but which have not cleared 
yet. Then take away any income recorded in the 
Cash Book that has not yet appeared in the 
bank statement.
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The average day when you run your own 
business involves a lot of negotiation. 
Whether that is buying, selling, wage 

levels – even just getting people to do things 
the way you want them to be done. The more 
experience you gain, the better you will get. 

 DO YOUR HOMEWORK 

Find out as much as you can about what the other 
party wants and what alternatives they have open 
to them. You need to know how likely it is that they 
will walk away from the negotiation if they don’t 
get what they want.

Identify compromises that they would value more 
than you. Decide on the least favourable deal 
you would be prepared to accept.

Effective negotiation isn’t about being pushy or outwitting the other person. The key to 
success is thorough preparation as well as maintaining a cool, disciplined approach 
throughout. You have to keep your objectives in mind, but it’s important to know 
when it is best to concede ground.

Negotiating
 START STRONG 

You must be able to justify your position, but begin 
by asking for a high price or offer a low one, which 
leaves you plenty of room for manoeuvre. Don’t 
make concessions without gaining something.

Keep asking questions. What does the other person 
want? What would make them agree with you? 
Don’t let yourself be swayed by false deadlines 
and other pressure tactics. Stay calm and firm. 
Don’t back the other person into a corner. 

 DO THE DEAL

Aim for something that keeps both sides happy. 
Restate what you’ve agreed at the end of the 
conversation and, if it’s a business negotiation, 
confirm the details in writing.

Q&A

Negotiating
Tony 
Buddin of 
Business 
Link Kent

How can I improve my chances?
Plan your strategy in advance and 
define your objectives. Consider 
the variables – such as price and 
payment terms. Decide which 
ones you’re prepared to 
compromise on and what you 
would ask for in return. 

How should I open negotiations?
Outline your requirements and 
try to get the other person to 
reveal their starting point. Ask 
questions, so you can begin to 
understand the other person’s 
requirements. Always try to 
avoid trading concessions too 
early on in the conversation. 

You have to stay in control…
Try to stay in control of the 
negotiation through keeping 
calm and asking questions that 
move the discussion forward. 
Avoid making unnecessary 
concessions and never concede 

without asking for something in 
return. If you grant a small price 
reduction, ask to be paid in cash, 
for example. 

What tactics should I look out for?
If the other party keeps referring 
to urgent deadlines or a person 
they need to confer with, they 
may be playing games. Don’t be 
forced into making hurried 
decisions.  

Any other final pieces of advice?
Confirm what has been agreed 
at the end of the meeting and 
follow this up in writing.
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What follows is basic legal information 
about tax, VAT, health and safety, the 
environment, planning permission, 

licensing and data protection. Although useful, 
it is intended only as a basic introduction. If you 
are ever in any doubt, seek professional legal 
advice or contact the relevant agencies. 

 TAX FOR THE SELF-EMPLOYED

Self-employed people pay tax on their business 
profits, not on what they pay themselves. Profit 
equals revenue less allowable expenses (excluding 
your salary). 

You usually pay tax on profits for a 12-month 
accounting period, after filling in a self-assessment 
tax return. 

The HM Revenue & Customs (HMRC) tax year runs 
from 6 April to 5 April. Tax is due in two equal 
instalments: on January 31 (during that tax 
year); and July 31 (after the end of that tax year). 

These interim payments are based on the previous 
year’s tax liability. A balancing payment is due on 
the following January 31, to adjust the difference 
between the amounts paid and the tax due as a 
result of actual profits.

Complying with the law might seem a little bit daunting, especially to those who are 
new to running a business. But most people find it straightforward and painless. 
Taking the necessary steps to get it right can give you peace of mind, which will leave 
you free to get on with running your business.

Keeping it legal
Flat-rate Class 2 National Insurance contributions 
(NICs) must be paid throughout the year. Additional 
NICs (Class 4) related to your profits are then 
made, which are collected with your tax. The 
self-employed pay less NI than employees, but 
they receive significantly fewer benefits.

 TAX FOR LIMITED COMPANIES

If you set up a limited company (and are therefore 
an employee) you pay tax on your income every 
time you are paid. This is called PAYE (Pay As 
You Earn). You have to deduct tax and NICs from 
your salary through your company’s payroll, which 
you have to set up. Your business also has to pay 
employer’s NICs for its employees.

Your company’s profits each year will be liable to 
corporation tax. Your profit is your sales income 
less expenses. Companies have to calculate their 
own corporation tax and then make a payment 
to HMRC. Companies with profits of more than 
£1.5m pay corporation tax in quarterly instalments, 
while other companies pay nine months after the 
accounting year-end.

 ACCOUNTING FOR TAX

When calculating profits, HMRC has strict rules 
on what can be counted as a business expense. 
Ask an accountant or HMRC for comprehensive 
information, but allowable expenses include: the 
costs of goods bought as stock and then resold; 
rent and running costs for premises; marketing 
costs; and financing costs.
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Costs that are not allowed include: personal 
expenses (eg travel to work); living expenses or 
clothes; money spent entertaining clients; and 
fines (eg parking tickets).

When working out your profits, you cannot count 
the cost of purchasing premises and equipment 
as an expense. 

You claim capital allowances on these, which 
allows you to deduct a proportion of the cost from 
your taxable profit over several years.

The allowance is calculated as a fixed percentage 
of an item’s value and is subtracted from the 
item’s value each year. Capital allowances 
range from four per cent to 100 per cent, 
depending on your type of business and what 
you are buying. 

Capital gains tax (CGT) is a tax on successful 
investment (eg property, shares or sale of a 
business). If you sell something for more than 
you paid for it, CGT might be payable. 

CGT will not usually be payable on the sale of 
your home (although you could end up paying 
some if you claim some of your mortgage 
payment as a business expense).

Limited companies pay corporation tax on capital 
gains, because these are treated as part of the 
company’s taxable profit. Self-employed people 
pay CGT at their top rate of income tax. There are 
allowances and exemptions.
 
Provided you have informed HMRC that you have 
started your business, you can claim expenses 
incurred before you started trading as allowable 
expenses in your first year. There are exceptions, 
such as training courses and the cost of forming 
a limited company.
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 VALUE ADDED TAX

VAT is a transaction tax on sales of goods and 
services. If your business sells products or services 
at a total value worth more than the amount set 
by the Government, VAT registration is compulsory. 
In the 2006/07 tax year, this threshold is £61,000.

Businesses collect VAT on the Government’s 
behalf. All businesses pay VAT on most purchases 
(‘input tax’). 

Registered businesses charge VAT on their goods 
and services (‘output tax’). The VAT-registered 
business must pay HMRC the difference between 
output tax and input tax.

Businesses with a turnover below the threshold 
can register voluntarily, but be careful. If your 
customers are not VAT-registered, in effect, you 
will be raising your prices to them by 17.5 per 
cent, because they cannot claim the tax back.

There are detailed and complicated regulations 
surrounding VAT, including different rates for 
various types of products or services and when 
the tax has to be paid. 

Fines for late payment or procedural failures can 
be severe. If need be, seek advice from an 
accountant. HMRC also produces a wide range 
of helpful information. To find out more visit the 
HMRC website at www.hmrc.gov.uk. A range of 
forms can be downloaded, too.

 HEALTH AND SAFETY

Businesses with employees who work in an office, 
shop, warehouse or catering or leisure facility 
need to register with their local authority (usually 
its environmental health department). Most other 

Sign up to get email alerts about key tax deadlines at:  www.businesslink.gov.uk/keydates



businesses come under the jurisdiction of the 
Health & Safety Executive (visit www.hse.gov.uk).

New commercial and industrial businesses must 
notify the Health & Safety Executive (HSE) or a 
local authority inspector. 

Businesses involved with food and drink are 
affected by environmental health regulations and 
food hygiene regulations.

You are responsible for the health and safety of 
your employees, visitors and customers. You must 
display a HSE Health and Safety notice if you have 
employees. If you have five employees or more, 
you must have a written health and safety policy. 

You must carry out a risk assessment of your 
workplace, too. Health is just as important as 
safety, so consider noise levels, the lifting and 
carrying of objects and smoking policies.

From October 2006, businesses will no longer 
have to hold a fire certificate. However, all 
businesses will be required to show they have 
carried out fire-risk assessments and that they 
have adequate controls in place. For further 
information, contact your local fire safety officer.

You must provide rest areas, drinking water, 
adequate lighting, sufficient ventilation and 
clean and functioning toilets for your employees. 

Each employee should have at least 11 cubic 
metres of space to work in. The temperature of 
the workplace should be at least 16 degrees 
Celsius where staff remain stationary and 13 
degrees Celsius where active. 

Employees mustn’t be subjected to excessive 
exposure to computer screens without rest breaks. 
Workstations must be adjustable, too. There are 

also regulations on noise and handling hazardous 
substances. Visit www.hse.gov.uk for more. Pages 
66-67 provide information about employment law.  

 THE ENVIRONMENT

Your business can be held responsible for any 
environmental damage it causes. Fines of more 
than £5,000 are common and there are no limits 
on financial penalties. 

Every business is legally responsible for the waste 
it produces. Advice is available from your local 
council and the Department for Environment, Food 
and Rural Affairs (www.defra.gov.uk).

Store your waste safely and securely in suitable 
sacks, containers or skips. Make sure that 
whoever collects and disposes of it is doing so 
properly – and that they are legally registered.

Businesses that produce, import or export 
packaging or will have packaging waste for 
recycling are subject to special regulations. Under 
new EU-wide regulations scheduled for 2006 
introduction, makers, sellers and distributors of 
electrical and electronic equipment will have to 
recycle consumers’ disgarded goods.

Firms that create excessive levels of domestic 
waste water must gain consent from their local 
water company. Emissions into the air also need 
to be checked by the local authority and the local 
branch of the Environment Agency.

Solvents, refrigeration, air conditioning and 
firefighting equipment can contain ozone-
depleting substances. If such equipment 
contains CFCs, HCFCs or halons, firms are 
advised to call the Environment and Energy 
Helpline (0800 585 794).
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 PLANNING PERMISSION 

Most building work or change of a premises’ use 
requires planning permission or sanctioning under 
building regulations. Check first with your local 
council. Generally speaking, planning permission 
is not required for minor changes to the inside 
of buildings, but interior alterations should 
always be checked with the council to ensure 
they conform with building regulations.
 
You might require planning permission to use 
your home (or other associated buildings) as 
business premises if this fundamentally alters 
how the building is used or affects the nature of 
the surrounding area (eg a marked rise in traffic 
or noise which could disturb your neighbours).

 LICENCES

Some businesses require a licence from a local 
authority (eg taxi companies, nightclubs, pet shops, 
and scrap metal dealers). Local authority 
environmental health departments issue licences 
for hotels, restaurants, abattoirs, hairdressers, 
those who work with asbestos, mobile shops 
and premises selling food, massage and skin-
piercing services (eg acupuncturists and tattooists).

To sell alcohol in a shop, pub, club, nightclub, 
restaurant, hotel or gaming establishment, you 
must apply (usually to your local authority) for a 
licence. 

Childminders and day-care nurseries must register 
with the Office for Standards in Education (visit 
www.ofsted.gov.uk). Waste management and 
scrap metal  processing firms and businesses 
which have a high demand for water or discharge 
effluent must apply to the Environment Agency 
(visit www.environment-agency.gov.uk).

Operators of public-service vehicles must apply 
to their local Traffic Area Office (for further 
information visit www.vosa.gov.uk). 

If your business is a bureau de change or if it 
involves third-party cheque-cashing or money- 
transmission services, you must register with 
HM Revenue & Customs (visit www.hmrc.gov.uk 
for more information).

The Office of Fair Trading’s Consumer Credit 
Licensing Bureau must first issue a licence if a 
business will involve lending money, offering or 
arranging credit, debt collecting, issuing credit 
cards, offering debt adjusting or counselling 
services, operating a credit-reference agency or 
hiring, leasing or renting goods. 
 

 DATA PROTECTION

If you hold information in hard-copy or electronic 
form about employees, customers, potential 
customers or suppliers, you must only use it for 
the purpose for which it was gathered. 

The individual must have given consent or have 
been informed you have the data, and know what 
you want to do with it. 

It must be accurate and up to date and held for no 
longer than necessary. The data must be kept 
securely.

You must provide a copy of data you hold if the 
individual requests it. You must consider 
amending any inaccuracies they report to you. 

You have to register with the Information 
Commissioner (www.ico.gov.uk) if you are using 
the data you hold for more than the day-to-day 
operation of your business.
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Your job advertisements and interviews must 
not be discriminatory. Focus your interview 
questions only on the candidate’s ability 

to do the job. 

Don’t ask personal questions and make your final 
choice fair. You must be able to explain your final 
decision to interviewees. They are entitled to ask 
to see your interview notes about them. 

An employment contract exists as soon as you 
offer someone a job. You should explain that the 
contract will be governed by written terms and 
conditions that you will provide later. A contract 
can be conditional on the candidate’s references 
being satisfactory. 

 EMPLOYMENT CONTRACTS

You must provide written terms and conditions 
within two months of employing someone. These 
must detail pay, hours, holiday entitlement, job 
title, place of work and notice period. 

You are entitled to reserve the right to amend 
the job description and place of work. You must 
include details of your discipline and grievance 
(D&G) procedures. You cannot unilaterally 
change the terms of the contract.

Discrimination on grounds of race, nationality, gender, sexual orientation, disability, 
religion, marital status, pregnancy, parental responsibilities, philosophical or political 
belief is illegal. Age discrimination will also be illegal from 1October 2006. You need 
to treat all employees fairly and equally at all times.

Employing people
 DISCIPLINE AND GRIEVANCE

Employers must have adequate D&G procedures 
in place. Your policy should include the name of 
the manager who is responsible for dealing with 
employees’ grievances. 

Your policy should also explain your procedures, 
which need to follow three steps (established by 
law) before someone can be dismissed, unless 
the circumstances are exceptional, for example, 
instances of gross misconduct (eg theft). 

You need a valid reason for dismissing someone. 
To find out more, see the employment relations 
pages of the Department of Trade and Industry 
(DTI) website (www.dti.gov.uk). 

Make sure your policy clearly states what your 
grounds are for taking disciplinary steps. An 
employee can make an unfair dismissal claim if 
the reason they are dismissed is unfair or if 
procedures followed aren’t legal.
 

 WORKING HOURS, LEAVE AND PAY

Employees are entitled to work less than 48 
hours a week. They can decide to opt out of this, 
but any agreements must be in writing and 
signed. There are regulations on minimum rest 
periods you must allow. All employees are 
entitled to four weeks’ paid annual leave pro-
rata, which can include bank holidays.  

The national minimum wage for workers aged 
22 and over is £5.05 per hour (increasing to £5.35 
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from 1 October 2006). The development rate 
(predominantly for 18- to 21-year-olds) is £4.25 
per hour (increasing to £4.45 from 1 October 2006). 
The rate for 16- to 17-year-olds is £3.00 per hour 
(increasing to £3.30 from 1 October 2006). 

If workers are not being paid the minimum wage 
they can phone the Department of Trade and 
Industry National Minimum Wage Helpline. All 
suspected cases are investigated.

People on fixed-term contracts have the right to 
be paid the same as similar permanent staff. 
Part-time workers are entitled to pro-rata payment 
and entitlements. 

If you have five or more staff, you must provide 
access to a stakeholder pension scheme (unless 
you already have a scheme that staff can join). 
You are not obliged to pay into it.

You must pay (at least) statutory sick pay to 
employees who are absent for more than four 
consecutive days.  

 TAX AND NATIONAL INSURANCE

You need to deduct your employees’ tax and 
National Insurance contributions (NICs) and pay 
these to HM Revenue & Customs (HMRC). 

You must give every employee a wage slip which 
shows total gross pay, deductions and net pay. 
Deductions (eg pension contributions) must be 
itemised. 

You must pay employer’s NICs on employees’ 
wages and taxable benefits and account for 
employees’ tax and National Insurance on benefits 
in kind. Some benefits are free of tax and NI 
(check with HMRC). 
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Q&A

GET THE MOST FROM 
YOUR STAFF

Ian Rigby of 
Business Link 
Devon and 
Cornwall

How important is it to set employees goals?
Very important, but make sure they are clear 
and achievable. Having SMART [specific, 
measurable, achievable, relevant and timed] 
goals encourages staff to push themselves, 
learn new skills and gain added experience.

How can I maximise productivity?
Make sure your employees have everything 
they need to get the job done on time and to the 
required standard. Consult with your employees
– don’t dictate to them.

What about training?
Monitor performance and identify skills gaps. 
Decide which training or development courses 
would help your employees to do their jobs better. 

What about working long hours?
Don’t let your employees do it. In any case, there 
are regulations that govern working hours. A 
long-hours culture, where staff can be tired 
or stressed, leads to a decline in productivity 
and morale – and an increase in unauthorised 
absence and staff turnover.  

Talking about absence and punctuality...
If an employee’s time-keeping or attendance 
is poor, find out why. There could be mitigating 
reasons and you might be able to help. Give them 
the opportunity to put things right. If they don’t, 
you may have to make it a formal disciplinary 
issue. Consider introducing return-to-work 
interviews for all – however short their absence. 

What about incentives?
Recognise and reward the good things your 
people do or any extra effort they put in. You 
could pay a cash bonus or give them time off. It 
sounds simple, but just remembering to thank 
them is important.

Create a written statement of employment at: www.businesslink.gov.uk/writtenstatement



 MATERNITY AND PATERNITY LEAVE

You cannot sack a woman or make her redundant 
for being pregnant. You must give mothers-to-be 
paid time off for antenatal care. 

To qualify for statutory maternity pay (SMP), a 
woman must have completed 26 weeks’ service 
by the end of the 15th week before the week the 
birth is due. A woman entitled to SMP receives 
90 per cent of her average weekly earnings (if 
more than £108.85) for the first six weeks. She 
then moves to a fixed rate of £108.85 (or 90 per 
cent of her average earnings if lower) for up to 20 
more weeks (ordinary maternity leave is 26 weeks). 
Employees who don’t qualify for SMP might qualify 
for maternity allowance.

Biological fathers or partners of the mother are 
entitled to two weeks’ paid paternity leave. Your 
business can claim most, if not all, payments 
back from the Government. Women can’t return 
to work within two weeks of giving birth (four 
weeks for factory workers).
  
When adopting a child, one of the adoptive 
parents is entitled to six months’ paid and six 
months’ unpaid leave. If they have a partner who 
is working, he or she is entitled to paternity 
leave. 

Parents with one year’s service can request up 
to 13 weeks’ unpaid leave to look after children 
under five or children with disabilities under 18. 
They retain all their employment rights.

 FLEXIBLE WORKING 

You must ‘consider seriously’ any request for 
flexible working conditions from parents or 
carers of children under six or parents of 
under-18s with disabilities. Flexible working 
conditions include such things as flexitime, 
job-sharing and shift working.

 REASONABLE ADJUSTMENTS

You must not discriminate against people with 
disabilities who use your goods or services, 
or people with disabilities you employ (or 
who apply to work for you). 

The law requires businesses to make 
‘reasonable adjustments’ to their premises 
to enable suitably qualified people with 
disabilities to work for them. 

 OTHER OBLIGATIONS 

You must provide a secure, safe and healthy 
working environment, and one that grants 
reasonable privacy. You must not undermine 
the relationship of trust and confidence you 
should have with your staff. Protect them 
from discrimination, too. If this comes from 
other employees, you are liable. 

Employees can belong to a trade union. They 
are entitled to blow the whistle on their 
employer’s illegal or dangerous activities.

These pages are only intended as a basic 
introduction. For more information read The 
No-Nonsense Guide to Government rules and 
regulations for setting up your business, 
available from Business Link. 
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NEED TO KNOW
You must consider seriously requests for 
flexible working conditions from parents 
or carers of children aged below six.

EMPLOYING PEOPLE



The business benefits offered by intellectual property are obvious. It can set you 
apart from your competitors, giving you a USP. It can be a valuable asset you can sell 
or license to others. But you won’t be able to reap every benefit unless you manage 
your IP effectively. You need to begin by obtaining proper protection. 

Safeguarding creativity
Intellectual property (IP) can be very valuable. 

New businesses should be careful to respect 
the IP rights of others and consider protecting 

their own. There are four areas of protection.

 COPYRIGHT

Copyright protects creators and owners of the 
written word, art, photographs, music, sound 
recordings and films. It exists as soon as there is 
a record of the material that has been created. 

Clarify your rights by clearly marking anything 
you wish to be protected with notification of your 
copyright and the year it was created. You must 
not copy anything without a copyright holder’s 
permission. Damages awards can be severe.

As part of your employment contract, make sure 
that the copyright to material created in the course 
of employment is ‘assigned’ to your business. 
Also make sure you own the rights to material 
you have paid a supplier or freelance to create. 

 DESIGN RIGHT AND REGISTRATION

Design right protects the original designs of the 
shape or configuration of a product. It lasts ten 

years after the first marketing of articles made 
to the design. It does not have to be registered to 
be protected. 

The design can be bought, sold or licensed. You 
can register a design. This is advisable if it is 
exclusively associated with your business and 
can become a business asset in its own right. 
Without being granted permission, you cannot 
copy anything that is protected by design right. 
Make sure you own the design rights to your 
logo, website and any products you create.

 PATENTS

Patents protect inventions and prohibit others from 
making, using or selling an invention without the 
inventor’s permission. They are concerned with the 
functional and technical aspects of products and 
processes. Patents must be registered. Protection 
lasts for up to 20 years.

 TRADE MARKS

Trade marks distinguish goods and services. They 
include devices such as logos, names and slogans. 
They help customers to recognise a specific 
company’s product. For example, a vacuum 
cleaner is a product, but Hoover is a trade mark. 

You must not use other companies’ trade marks 
without permission. Trade marks must be 
registered. You can register your business name 
as a trade mark at the Patent Office. For more 
information on IP visit www.patent.gov.uk.

Visit: www.businesslink.gov.uk/protectip 69

SAFEGUARDING CREATIVITY

NEED TO KNOW
In most instances, the name of a business 
is protected by the common-law principle 
of passing off. 



CASE STUDY
HOW I 
PROTECTED MY 
INTELLECTUAL 
PROPERTY
Joanne Morgan of 
Nottingham-based bra 
design and development 
company Faveo® 

» I founded Faveo® in 2004, a few 
months after I had invented a new 
method of breast support – in 
basic terms, an invisible, backless 
and strapless bra. My concept is 
revolutionary because it does 
not work like anything invented 
before. For instance, it can 
support very large sizes. 
 It happened because I had had 
problems finding a suitable bra to 
wear with a strapless evening 
dress I had bought. Rather than 
take the dress back – and, because 
I’m a scientist – I began cobbling 
something together in my bedroom 
from various bits of material. The 
results worked very well. 
 I worked in a lingerie shop 
while studying, so I knew that other 
women experienced similar 
problems. I was sure I had come 
up with something that had a lot 
of commercial potential. 
I began to spend more time and 
money developing the idea. I 
knew that I had to file for patents 
and register the design so that 
my intellectual property would be 
legally protected.  
 If you come up with a new idea, 
you have to do a lot of research to 
make sure it hasn’t been described 
elsewhere. I didn’t publicly disclose 
my idea before I had filed my 
application. Doing so can prevent 
you from getting a patent.
 It is a good idea to get people 
you work with on your designs to 
sign non-disclosure agreements. 

 It can be wise to file a patent 
application during the research 
phase. It’s a lengthy process – it 
can take anywhere between two 
and three years before you know 
whether you have a patent. 
 A patent covers more than one 
single design. The design must be 
new, inventive [in the sense that 
the design isn’t obvious] and it 
must have an industrial application.
 A ‘patent specification’ is the 
basis of a UK patent application. 
I would really advise that you get 
a registered patent agent to help 
you. People sometimes say that 
patents can be ‘got around’. In 
many cases this is because the 
patent specification has been 
poorly written. 
 I submitted drawings of my 
design to help with its description. 
Including all key information is 

crucial. I also had to fill out a 
Request for Grant of Patent form, 
which I then sent to The Patent 
Office. You can file it online. You 
should keep copies of all 
documents you supply.
 To register a design, the process 
is similar. You fill out a [DF2A] 
application form and send it to 
The Patent Office together with 
illustrations. It costs £60. They 
either accept the application or 
tell you what their objections are. 
 Patenting a design is a very 
lengthy and expensive process. I 
reckon it’s cost me around £10,000. 
This is because I have paid to work 
with a specialist patent agent. These 
are expensive, but it’s important to 
make sure you are fully protected. 
Soon I hope to have full patent 
protection. Then I can fully reveal 
how my design works. «

www.businesslink.gov.uk

“I would 
really advise 
that you get 
a registered 
patent agent 
to help you”
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  GENERAL 
INFORMATION  

British Chambers of Commerce
Find your nearest chamber and access 
help and advice.

 chamberonline.co.uk 
 020 7654 5800

British Franchise Association
All you need to know about franchising.

 thebfa.org 
 01491 578050

British Standards Institution
Find out how standardisation can 
benefit your business.

 bsi-global.com 
 020 8996 9001

Chartered Institute of Purchasing 
and Supply
Best practice advice on managing your 
purchases and suppliers.

 cips.org 
 01780 756777

Companies House
Find out all you need to know about 
forming a company and much more.

 companieshouse.gov.uk 
 0870 33 33 636

Confederation of British Industry
For news and services from the UK’s 
leading employers’ organisation.

 cbi.org.uk 
 020 7379 7400

Department of Trade and Industry
Information and advice on a wide 
range of business issues.

 dti.gov.uk 
 020 7215 5000

Federation of Small Businesses 
The UK’s leading lobbying and benefits 
group for small businesses.

 fsb.org.uk 
 01253 336000

Forum of Private Business 
Membership organisation and lobbyist 
for SMEs. 

 fpb.co.uk 
 01565 634 467

Health & Safety Executive
Definitive information and advice on 
health and safety issues.

 hse.gov.uk 
 0845 345 0055

HM Revenue & Customs
Comprehensive source of information 
and advice about tax, VAT and NI.

 hmrc.gov.uk 
 0845 915 4515

Information Commissioner’s Office
Definitive guidance to data-protection.

 ico.gov.uk
 01625 545 745

Institute of Directors
Membership organisation for directors.

 iod.com
T 020 7839 1233

The Law Society
Keep abreast of legal issues or find a 
solicitor near you.

 lawsociety.org.uk 
 0870 606 2500

National Federation of Enterprise 
Agencies
Find your local enterprise agency and 
get some help and advice.

 nfea.com 
 01234 831623

Office of Fair Trading
Best-practice trading advice.

 oft.gov.uk 
 08457 22 44 99

The Prince’s Trust
Advice and support for entrepreneurs 
aged 18-30. 

 princes-trust.org.uk 
 0800 842 842

Social Enterprise Coalition
For more information on social 
enterprises.

 socialenterprise.org.uk 
 020 7793 2323

Trading Standards Institute
Locate your nearest trading standards 
office. Read guidance leaflets online.

 tradingstandards.gov.uk 
 0870 872 9008

Trade Association Forum
Search for your trade association.

 taforum.org 
 0207 395 8283

UK Trade & Investment
Official guidance for businesses that are 
involved in exporting.

 uktradeinvest.gov.uk 
 020 7215 8000

 FINANCE

Association of Chartered Certified 
Accountants
Find a chartered accountant near you.

 accaglobal.com 
 0141 582 2000

Better Payment Practice Group 
Best practice advice on how to recover 
late payments.

 payontime.co.uk 

Factors and Discounters 
Association 
For details of businesses that offer 
invoice factoring services.

 thefda.org.uk
 020 8332 9955

Financial Services Authority
Dependable guidance on how to comply 
with financial regulations.

 fsa.gov.uk 
 0845 606 1234

Directory

If you are ever in need of information or just some useful advice, it is always best to 
speak to people in the know. Here is a list of leading organisations in the UK that 
might be able to help you.  

www.businesslink.gov.uk
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Insolvency Service
Best practice advice about dealing with 
bankruptcy and insolvency.

 insolvency.gov.uk 
 020 7291 6895

Institute of Chartered Accountants 
in England and Wales 
Search an online directory of chartered 
accountants.

 icaew.co.uk 
 020 7920 8100

 TAXATION

HM Revenue & Customs
Definitive official source of information 
on tax, VAT and NI.

 hmrc.gov.uk 
 0845 915 4515

Valuation Office Agency 
Find out more information and advice on 
business rates.

 voa.gov.uk 
 020 7506 1700

 EMPLOYMENT 

Acas
For best practice advice on employment 
issues. Information-rich website.

 acas.org.uk 
 08457 47 47 47

Age Positive
Advice on avoiding age discrimination 
from the Department for Work and 
Pensions. 

 agepositive.gov.uk 

British Safety Council
Find out about safety courses from this 
respected membership organisation.

 britishsafetycouncil.co.uk 
 020 8741 1231

Chartered Institute of Personnel 
and Development
Best practice HR tips and information 
on employment legislation.

 cipd.co.uk 
 020 8612 6200

Disability Rights Commission
Find out more about disabled rights and 
making your business accessible.

 drc-gb.org
 08457 622 633

Employment Tribunal Service
All you need to know about employment 
tribunals.

 employmenttribunals.gov.uk 
 0845 795 9775

Equality Direct
Information on equal opportunities 
legislation and best practice advice.

 equalitydirect.org.uk 
 0845 600 3444

Equal Opportunities Commission
Authoritative information about gender 
equality in the workplace.

 eoc.org.uk 
 0845 601 5901

The Pension Service
Official advice on pension schemes.

 thepensionservice.gov.uk 
 0845 6060 265

  TRAINING AND 
DEVELOPMENT

Department for Education and 
Skills 
Government information on education 
and training. Find skills gap solutions.

 dfes.gov.uk 
 0870 000 2288

Investors in People
Best practice advice on developing 
employees’ skills.

 investorsinpeople.co.uk
 020 7467 1900

Learndirect
A wealth of information about training 
and education options open to you.

 learndirect-advice.co.uk 
 0800 100 900 

Learning and Skills Council 
Read an employers’ guide to training 
providers.

 lsc.gov.uk
 0870 900 6800

 RESEARCH

Innovation Unit
Research and development information 
from the DTI.

 dti.gov.uk/innovation 

NESTA
For a wide range of information on 
innovation and funding.

 nesta.org.uk 
 020 7645 9500

  SALES AND 
MARKETING

Audit Bureau of Circulations
Read circulation figures for key 
publications.

 abc.org.uk 

Chartered Institute of Marketing 
The world’s leading professional 
marketing organisation.

 cim.co.uk
 01628 427500

Direct Marketing Association 
Download DM fact sheets.

 dma.org.uk 
 020 7291 3300

Direct Selling Association
Best practice tips on direct selling.

 dsa.org.uk 
 020 7497 1234

UK Trade Fairs and Exhibitions
Search for trade fairs and exhibitions 
near and far.

 exhibitions.co.uk 

  INTELLECTUAL 
PROPERTY

Chartered Institute of Patent 
Agents
Information on patents and agents. 

 cipa.org.uk 
 020 7405 9450

Institute of Trade Mark Attorneys
Find out how to register a trade mark.

 itma.org.uk 
 020 8686 2052

Intellectual Property
Comprehensive information on a range 
of IP issues.

 intellectual-property.gov.uk 

Patent Office
Definitive advice about protecting your 
intellectual property.

 patent.gov.uk 
 0845 9 500 505

www.businesslink.gov.uk
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About Business Link

Business Link can provide the information, 
advice and support you need to start, 
maintain and grow a business. Business 

Link exists to:

•  help anyone who is thinking of starting a 
business

•  help small and medium-sized businesses to 
grow 

•  help businesses deal with problems, 
challenges and opportunities. 

Business Link provides information and advice 
to help customers make the most of their 
opportunities. Rather than providing all of the 
advice and help itself, it fast-tracks customers to 
the expert help they need – whatever the issue. 

The Business Link service is delivered through 
advisers in your local area, supported by:

•  a single, national, award-winning website 
(www.businesslink.gov.uk), which is packed 
with useful information and practical help 

•  a national phone line (0845 600 9 006). 
 
Business Link is a crucial part of the Government’s 
campaign to promote enterprise. Business Link 
is available locally and is assessed to make sure 
it reaches national standards.

 WHY USE BUSINESS LINK?

Research shows that businesses that use 
professional external advice are more likely to 
improve their turnover and profitability. The job of 
Business Link is to connect you to the best 
available advice and support.

Business Link is funded by the Government, so 
you are guaranteed a consistently high-quality 
service wherever you are. That service is based 
on a common set of standards and is tailored to 
meet local and regional demands. 

The quality and delivery of the Business Link 
service is the responsibility of the Regional 
Development Agency (RDA) in each region. 
Delivery is tailored by each RDA to support its 
Regional Economic Strategy. 

 STARTING A BUSINESS 

If you are thinking of starting a business – or 
have recently started one – contact Business 
Link for information and to make sure you are 
making the most of your opportunities.

Use Business Link to help you plan your 
business, to understand what steps you need to 
take and to get advice on raising finance. 

You can contact Business Link locally by 
telephoning 0845 600 9 006.

•  Talk to us and discuss your needs. 
•  Get useful guides to help you develop your 

business and ease your compliance with 
regulation. 

•  Find out what other help is available to you – 
from skills training to advice about regulations. 

•  Get simple and effective introductions to 
experts and sources of advice across the 
public, private and voluntary sectors.

•  Visit www.businesslink.gov.uk to find a wealth 
of useful information and practical advice. 

•  Use the site’s online tools to help you assess 
your readiness to go into business. 

•  Find out what licences and permits you need 
from your local authority and register for them 
online.

Go to a local Business Link start-up workshop 
and attend events to help you understand 
important business issues such as finance, VAT 
and business planning.

www.businesslink.gov.uk

BUSINESS LINK



 The No-Nonsense Guide  
to Finance for High Growth 
Companies is for businesses 
with a rapid-growth strategy, 
offering advice on large 
investment options.

 The No-Nonsense Guide 
to Small Business Funding 
is for businesses seeking 
advice on how to raise start-
up finance or small amounts 
of ongoing funding.

 The No-Nonsense Guide 
to Government rules and 
regulations tells you what 
you need to know about the 
legal and regulatory side of 
starting up on your own.

THREE MORE GOOD REASONS 
TO GET IN TOUCH WITH 
BUSINESS LINK…
The No-Nonsense Guides are easy-to-use books for small-business managers and 
people who are considering starting up. They provide essential information about the 
legal and financial aspects of setting up and running a business. They are free and you 
can order them from Business Link.

ABOUT BUSINESS LINK
Business Link provides the information, advice and support you need to start, maintain 
and grow a business. Rather than providing all of the advice and help itself, it fast-tracks 
customers to the expert help they need – whatever the issue. 

The Business Link service is delivered through advisers in your local area supported by:

•  a single, national, award-winning website (www.businesslink.gov.uk), which is crammed 
with useful information and advice  

• a national telephone line (0845 600 9 006). 



This guide is intended as an introduction only. 
It is not comprehensive, neither is it a substitute 
for independent, legal or other expert advice. 
Every reasonable effort has been made to 
ensure that the information in this guide is 
accurate, but no responsibility can be accepted 
for any errors or omissions.

Printed in the UK on recycled paper containing a 
minimum of 75% post-consumer waste. 

First published June 2006. Department of Trade 
and Industry www.dti.gov.uk © Crown Copyright. 
DTI/Pub 8261/150k/06/06NP. URN 06/1025

If you are thinking of becoming self-employed or starting your 
own firm, the No-Nonsense Guide to Starting a Business is for 
you. It is packed with practical information and advice.

•  Section one – First Steps – will help you to test how viable 
your business idea is and whether you have got what it takes 
to run a business successfully.

•  Section two – Lay The Foundations – will help you to start 
your business. On the way, find out how to research your 
market, make sure your sums add up and write your business 
plan. Get advice on key pre-launch issues such as regulations, 
premises, equipment, finance, suppliers, marketing and 
safeguarding your business.

•  Section three – Running Your Business – provides practical 
information and advice on a range of day-to-day topics, from 
selling techniques and promoting your business to managing 
cashflow, employing people and protecting your creativity. 

    A concise introduction to key regulations is also included.   

•  Section four – Directory – contains contact details for key 
organisations that provide information and assistance to 
small businesses.

Through a series of case studies, this guide enables you to 
learn from the experiences of small-business managers. You 
can also benefit from the knowledge of Business Link advisers 
selected for their specific expertise.
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