start-up 101

Setting up
your company
From market research to
choosing the right name and
registering your business, find
out how to turn your start-up
idea into a reality.

Together with:

The start-up survival rate remains low.
Estimates vary, but up to a third of new UK
businesses are believed to fail in their first
year, while more than half fail within two.
However, the good news is many new
businesses do survive. And while there are no
guarantees, starting a business can provide
you with a more rewarding life.
From the autonomy of being your own
boss to the thrill of bringing an idea to life,
the entrepreneurial path is undoubtedly a
thrilling one.
And to help you avoid the risks as much as
possible, and set out on a successful path
from day one, Sage has put together this
start-up 101 series, a collection of eBooks to
guide and inform you on the key elements of
running a business.
The first in the series, this eBook summarises
everything you need to know about setting
up your company, from brainstorming ideas
to understanding your legal requirements.

Start-up 101: Managing
your finances

start-up 101: Building
a winning team

We hope you find it useful, and do check out
the rest of the series.

start-up 101: Making
the most of the cloud

Together with:
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Get your
thinking
cap on
Before you take that leap and branch out
on your own, make sure you’ve put some
proper thought into your proposition.

As we mentioned in the intro, starting
a business is by no means easy.
And while there’s no set formula for
success, it goes without saying that
spending some time researching
your potential idea and brushing up
on your business knowledge should
stand you in good stead.
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Decide which type of business
to start
How much time can you afford to commit
and how much money would you ideally like
to earn? Be honest and realistic. Answering
these fundamental questions will help you
to decide whether you need to start a fulltime, part-time, spare-time or possibly even
a seasonal business. Do you want to start a
business online or offline?

Decide when to launch
your new business
You might want to get your business up and
running quickly, but if you don’t address
key start-up tasks first you risk setting up
a business that’s doomed from the start.
Timing is important, so start your business
when demand for your product or service is
at its strongest.

Boost your start-up knowledge
Find out what starting and running your own
business really involves. There are excellent
websites that offer free advice to start
ups, including Gov.UK and Startups.co.uk.
Other sources of advice include your local
enterprise agency and your bank.
The best way to learn is from those who’ve
‘been there and done it’, so seek tips from
other small-business owners. Some people
use the services of an accountant when
setting up a company, which can help to
ensure tax efficiency. As well as taking
care of returns, accounts and tax-related
administration, usually for a monthly fee, a
good accountant will provide sound advice.
If you take care of key start-up tasks properly
and in the right sequence, you can get your
new venture off to a great start.
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Decide who
you’ll sell to –
and how
It’s important to know your market,
and offer a refined approach.

It’s unrealistic to expect your products
or services to appeal to everyone, so
focus on a specific type of person (i.e.
your target customer) and tailor what
you do to their needs.
Segments of markets are called ‘niches’
and success is normally assured if you
can become the number one supplier
within a niche market. Once you know
who your target customers are, think
about how they buy. Do they shop
online, offline or both? You need to know
exactly how you will get your product or
service to your target customers.
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Weigh up your competitors

“Don’t
compete
on price
alone”

If you are to stay ahead of your
competitors, you must know who they
are, what they offer, how they sell it
and how much they charge. Focus
on their strengths and weaknesses
and think about ways you could
outperform them. A word of caution:
don’t compete on price alone,
because it might not be enough to
tempt customers away. And don’t
think your idea is so special that you
won’t have any competitors. You will. You
just need to be better than them.

Seek feedback from potential customers
Even if you think you have sound knowledge of
potential customers, go out there and meet enough
of them to ask them about your products and prices.
This is the best way to test your idea. If they don’t
like your products, it’s time for a rethink. If they like
your products but not your prices, find ways to slim
your costs to lower your prices. If you’re not sure how
much to charge, ask potential customers what they
would pay and tailor your costs accordingly.
Don’t be upset by criticism – learn from it. Feedback
from potential customers is valuable.
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Improve your
offering

Think of a great new business idea

Use your newly-gained
market knowledge to
increase the appeal of
your products or services.
This might simply involve
a few tweaks or more
major ‘surgery’. By now
you should know what
you will sell, how you
will sell it and how much
you’ll charge. When
launching your business,
concentrate on things
you’re most likely to sell.
Don’t take chances on
untested products.

Great ideas are at the heart of all successful
businesses. Coming up with a new idea could
provide the basis for a hugely successful business.
You could spot a gap in the market or your business
might seek to solve a problem that affects you or
others. You might create a product or service that
works in conjunction with another popular product
or service.
Search online for inspiration (websites such as
Springwise are well worth a look). Even if you plan
to enter a well-populated market with a ‘me-too’
product, think of original ideas that will differentiate
your business and provide added appeal.
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Decide where you’ll be based
Premises and their associated costs provide most
businesses with one of their biggest overheads.
You must minimise your start-up
cost, because you’ll stand a
better chance of breaking
even. If you can, set up
and run your business
from your home. If
possible, create a
separate workspace
(e.g. spare room,
garden shed, etc.)
so the lines between
‘home’ and ‘work’ remain.

Work out your
start-up costs and how you’ll
cover them
You need to minimise
your start-up costs.
If possible, use
what you already
have until
the business
generates
enough profits.
Alternatively,
borrow and
exchange with
other businesses.
You might need to
buy tools, equipment,
stock, furniture, etc.,
but only buy if there’s a
sound business reason
and you have no other
option. Explore secondhand options first.

“If you can, set
up and run your
business from
your home”

If you need premises,
start your search in good
time. Location is critical for
businesses that rely on ‘footfall’
custom, but also consider size and type. Search hard
and drive a hard bargain with prospective landlords.

Don’t expect to get a
loan or grant to help
start your business —
you’ll probably have to
use your own money.
Some investment from
your family might be
an option, but get a
basic legal agreement
drawn up to make sure
everyone knows where
they stand. You might
have to wait until you
can draw wages, so
think how you will get
by in the meantime.
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Register your
business
Make sure you choose the right legal
structure for your start-up.

Becoming a sole trader
should mean less taxrelated form-filling and
a lower tax bill, but
you are liable for your
business’ debts.
To register as a sole trader
(become ‘self-employed’),
ring the HMRC Newly
Self-Employed Helpline
on 0300 200 3504.
There’s no charge and
you’ll be asked a few
simple questions about
yourself and your new
business. Alternatively,
you can register online.
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Open a business
bank account
If you set up a company,
you should open a
company bank account.
As a sole trader you could
use your personal account,
but it’s advisable to have
a separate business bank
account so you can more
easily distinguish business
and personal income and
expenditure. Contact your
bank to ask about their
account charges and
services, but look around
for the best deals.

Set up your books
By law, you must maintain
accurate financial records
(‘bookkeeping’) and you
must retain yearly records
for six years.

Forming a company removes that
personal liability, but there’s a charge
and there’ll be additional reporting and
management responsibilities. You can
set up partnerships with other people,
formally or informally. If your business
is likely to turnover more than £83,000
a year, you must become VAT-registered
(contact HMRC).
Visit the Companies House website to
find out how to register a new company.

Electronic bookkeeping
(i.e. using software) is
quick and convenient
and provides additional
features that can help you
stay in touch with your
finances and run your
business more effectively.
Finally, make sure you
find out about expenses
you can deduct from
your business income to
minimise your tax liability
and retain all receipts
and invoices as proof of
purchase.
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Understand
your legal
requirements
When setting up your own business it’s
important to make sure you’re doing
everything by the book.

Ensuring your start-up is
a legally abiding business
upon launch should mean
you won’t run into any
trouble further down the line.
From business insurance to
intellectual property, there’s
several different areas you’ll
need to keep abreast of if
you want your business to be
operating above board.
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Business insurance
Much like your home or car, your business will need
to be insured properly. While some types of business
insurance are legally required, others are optional
but still highly advisable. We’ve compiled a summary
of the key types below:
Professional indemnity
insurance:
Legally required for
many occupations
such as financial
advisers, it projects
you against
‘business injury’
claims such as if you
cause financial loss
to your client.

“If you can, set
up and run your
business from
your home”

Employers’ liability
insurance:
Legally required if you have employees.
Public liability insurance:
Not legally required but covers compensation
claims made against you for injury, or for damage to
someone’s property. Popular with shops, tradesmen
and salons.
Product liability insurance:
Covers you against safety claims, manufacturing
quality, spoilage and indemnity costs.
Buildings and contents insurance:
Especially important if you run your business from
home, you will need to amend your current policy to
ensure it covers your new equipment.
Depending on your type of business, you may also
want to investigate shop insurance, tradesman
insurance or landlord insurance.
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Intellectual property
When starting a business, you’ll have to equally make sure you’re protecting your
own idea as well as making sure you’re not accidently stealing someone else’s.
From the moment an idea or product is created, copyright exists on it without the
need for payment or even any form of registration.
If you feel your product is eligible to be patented, then it may be a good idea to
look into the patent database. Make sure to keep the idea to yourself and use nondisclosure agreements when talking to others. Acquiring a patent is no guarantee
of complete originality however, and if your idea is an improvement on something
else you may need permission of the original owner to take yours to market.
When deciding on a logo, visit the Intellectual
Property Office’s website and the Business &
IP Centre’s trademarks page to ensure your
desired name or symbol isn’t registered to
anyone else.
Registering a design protects everything
about how your product looks visually,
but none of the mechanics. A registered
design will give you exclusive rights to stop
people making or selling a product in your
design for 25 years in the UK, while failure to
register will give you just 10-15 years.

“If you can, set
up and run your
business from
your home”

Health and safety
As a business owner, you’ll also be legally required
to take a proactive approach to health and safety.
Make sure you’re registered with the HSE or your local
authority and carry out regular health and safety risk
assessments. Any workplace accidents should be
recorded and employees should be provided with safe
equipment and protective clothing if necessary.
Finally, make sure your employees are suitably
informed about your health and safety policy and
procedures.
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Start-up
success story
Entrepreneur Will King shares his top entrepreneurial tips.
Created in 1993 in Will King’s
kitchen after he had been made
redundant from his marketing job,
King of Shaves is a remarkable
start-up success story.
It has grown to become the UK’s
second-largest brand of shaving
software that can be found on
the shelves of many of the UK’s
leading supermarkets and globally
in the US, Australia and New
Zealand. So what advice does Will
offer to start-ups?
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“The world is an unforgiving place right now, so whatever type of business you’re
starting up – it must be great. Think long and hard about what it is you want to
do, and why. I started King of Shaves with a shaving oil to solve sensitive skin
problems. It was an amazing niche product that soon generated fabulous word-ofmouth recommendations – and now King of Shaves has millions of product users.
With social media being so easily used to spread the good (or the bad) word, there
really is no room for average.
“You’ve also got to trust your instinct.
Many people may rail against your idea,
because you’ve had it, not them. They’ll
tell you all the reasons in the world why
it won’t work, but if it works for you –
why not others?
“Starting a business can make you feel
lonely, so find a friend who’s supportive
of you and your business. All the great
entrepreneurs had great supporters.
“Do it differently. Almost everything I do
at King of Shaves involves us “zagging”
while our competitors “zig”. Don’t do
things differently for the sake of it, but
you can embrace new and alternative
ways easier than your (often larger)
competitors. I got King of Shaves into
social media and ‘digital dialogue’
with our customers via Facebook and
Twitter back in 2007 – a lifetime ago.
“Do you set up a business that fits in
with the way you want to live or one
that you set out to grow and one day
sell for a good return? These are two
different business models. You’ll never
become a “gazillionaire” owning one
coffee shop, but if you have the vision
to turn it into Starbucks, well – you
may make a few quid. Be clear about
the scalability of your business – its
potential.

“You
don’t need
millions, but
you do need
a genius
idea”
“What about start-up funding? Banks
are pretty “no-go” right now, so search
out alternatives such as peer-to-peer
lending, invoice discounting, angel
investors or even try to connect directly
with your customers and get them to
help you. I started King of Shaves with
£15,000 from two investors, both of
whom are still in the business (and very
happy with their investment 19 years
on). You don’t need millions, but you do
need a genius idea.
Read more of Will’s views
on The King’s Blog.
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Save 192 hours per year on financial
administration with Sage One*
Eliminate paperwork and time consuming financial tasks
Seamless integration with your online bank account
Log your receipts by simply taking a photo on your iPhone

FREE 30 day trial
Visit SageOne.com
or contact us on 0845 111 66 11 today!
*IDC Sage Study, September 2015

