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Chapter 15:  Getting Started

The stages involved in setting up a new business are:
  Finding the idea

  Deciding on the form of ownership

  Writing a business plan

  Raising capital

  Creating the team

  Developing the product 

The Business Plan 

Definition: A business plan is a statement issued by the promoters, owners or managers of a business outlining how they expect the business to develop over the next 3 to 5 years. 

It is important to have a business plan because:

Direction:   A business plan gives a firm direction because it sets out where the firm is going and what it hopes to achieve.
Loans & Grants:   A business plan is essential if the firm wants to apply for loans or grants.

Goals & Objectives:   A business plan is a detailed statement of the goals and objectives of the business as well as the procedures and strategies for achieving these goals and objectives.

The main headings of a business plan are:
  Business Details

  Product

  Marketing

  Financing

  Sales and Distribution Management 

Helping you start your Business

There are many areas where you can get information, training, advice and help on setting up your own business such as:
· Information and Advice: Enterprise Ireland, CEB’s, IDA, Banks 

· Professional Help: Business Consultants, Financial Advisers Solicitors, Accountants

· Training Courses: FAS, Local Enterprise Boards

Ownership Options

· Sole Trader

· Partnership

· Limited Company

· Franchise

Start-up Finance
The three sources of funds available to the entrepreneur are: Equity, Debt and Grants.

· Equity is the money the owner(s) invests in the business. This is also referred to as equity capital.
· Debt is the money supplied by institutions or people outside the business. This money must be repaid within certain time limits and interest is charged over the life of the loan. This is also referred to as loan capital

· Grants are an amount of money given to a business – non repayable nut may have conditions attached. ( CEB’s, Enterprise Ireland, IDA)
Production Options

Job Production

Once-off production for a special order. It is not produced to be held in stock. High level labour skills are required. Examples: custom-built vehicles like cars, boats and planes, specially produced pieces of crystal for Golf trophies etc.

Batch Production

A certain number, quantity or group of products is made at the one time.

Examples: the production of fruit/vegetables in varying sized tins, weights, etc., the baking of bread in different sizes (weights of loaves) and the production of clothing in differing sizes, colours and designs.

Mass Production

Production of huge numbers of the same products. There is non-stop continuous production of identical products. Produced for stock and then sold.

Examples: textiles, ball-point pens, popular cars and golf balls, CD’s, DVD’s, paper.

Working Capital Management (or Cashflow management)
Working Capital Management

Working Capital: (Current Assets  - Current Liabilities) is the pool of resources used the finance the day-to-day activities of the business.

Current Assests are made up of the following: Stock; Debtors; Cash; Money in the Bank. 

While Current Liabilities are made up of: Creditors; Bank Overdrafts; Bills due. 

Managing your Cashflow

Cash is the life-blood of any business. It takes self-discipline and good management to keep a positive cashflow position in your business. One of the main reasons a business fails is poor cashflow management. 

· Shortages: Poor cashflow management will result in cash shortages which can prevent you from paying your bills on time and can make it difficult for you to plan for the future.

· Importance: Good cashflow management is very important as it means a business can pay workers on time; pay suppliers and creditors; make loan repayments on time; keep within the overdraft limit.

· Overtrading: this term means that a business has insufficient cash to pay its debts on time i.e when Current Liabilities are greater than Current Assets.





Working Capital 
(Cashflow) 
cycle



Business Controls to manage the Working capital (Cashflow) cycle 

Stock Control

Tight controls need to be kept on inventory/stock 

Keeping too much stock means:

· Can tie up large amounts of cash. 

· Increases insurance, rent,warehousing
Too little stock means:

· Lost orders and business

· Production difficulties

Debtor Management

Credit has become a way of life, efficient credit control and debt recovery are very important.  Try to reduce Bad Debts.
Other ways to manage cashflow:

· Maximise or improve Payment terms from Creditors
· Reduce Expenses
· Compare Prices
· Prepare for a Rainy Day
· Prepare a Cashflow Forecast

Finance

A clear way to help alleviate your cashflow problems is through a wide range of funds to finance your business' trading activities.

Short Term Finance

Overdrafts, Factoring and Invoice Discounting.

Medium Term Finance
Term Loans, Leasing and Hire purchase.

Long Term Finance

Bank Loans, Equity and Business Mortgages.

Tax implications for a new Business
· Income Tax: sole traders and partnerships pay income tax on profits

· Corporation Tax: limited companies pay corp. tax on company profits

· VAT: the company/trader pays VAT on G/S purchased and charges VAT on G/S sold. The difference is paid to or reclaimed from the Collector General in the Tax Office.

· PAYE: Employers must deduct income tax from employees wages and send it to the revenue commissioners.

· PRSI: employersmust alsodeduct PRSI contributions from employees wages.The employer also pays a contribution towards PRSI on the employees behalf.
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