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Understanding your business

So, you are planning to start a company? Congratulations! Welcome to the world of business. The first step to start a company or business is situation analysis, or understanding your business. This is very important. With an incomplete knowledge of your business, you might end up in a bowl of soup, if not in an ocean. Why on earth do you need a situation analysis? To understand your customers (who are your customers, where to find them and what is their relation to your product or service) analyzing the location of your business— you won’t do much good to setup a refrigerator manufacturing unit in Greenland, would you? And finally, to understand the competition (sorry friend, that’s one part of business which you can’t avoid—you cannot have the fruit without facing the seed). While you hope for the best, you should always be aware of the factors that might lead to the failure of your business— that’s what you gain from understanding your business. Before you actually startup your company, try to do a little bit of research in your own way about:
Your customers

· Who are your target/likely customers?

· What is their age group?

· Geographically where do these customers live? 

· What is the income of your customers?

· How frequently are the customers likely to you your product/service?

· What medium of advertising is most effective for your customers? (eg. if you are selling toys you can go for comic book or if your company is bigger, you can go for kids’ TV channels.)

·  Who are likely to influence your customers’ buying decision? (eg. If you are selling/manufacturing foodstuff for kids, your promotion should not only take care of convincing the kids, but also their parents—they are the decision-makers)
Your location

· Does the location have enough footfall? Or is it that you’ll have to play solitaire throughout your working day?
· Does the location have good public transport, and parking facilities?

· Are the space-hiring and other costs (like electricity) reasonable?

· Is the space available enough for your business? Is there scope for expansion?
· How expensive is it to remodel the office space to fit your purpose?

· Find out about the companies which closed down in this location and why they closed down.
· Is it possible to run your business from your home? That would save you a lot of cost and time.
Facing the competition

· Find out who are your competitors
· Where are they ahead of you, where will you be ahead of them?

· Which groups of customers go to your competitors? Why are they going there?
· What are the pricings of your competitors? Are your pricings lower initially?
· How do they advertise? 
· Are more new competitors likely to come?

· What technological advantage do your competitors have?

· Do your competitors have the advantage of a big brother (franchisor) backing them? Is it going to affect you?

Make a note of all these info in your business plan.
Chalk out a business plan
After you are sure you have understood your business, it’s time to chalk out a business plan. You can do it yourself or with the assistance of a professional. Here are the steps to be followed to chalk out a business plan.
Introduction

· The type of business; its aims and goals
· Suggested name of company

· Address/location

· Ownership and discussion of legal ratio, and the experience of the owners
· Estimated funds required and the probable sources of the funds

Analysis of the market

· Where is the market?

· What are the trends?

· What is the competition, who are the competitors?

Product analysis

· What is/are the product(s) and/or the service(s)
· How are the product(s)/service(s) ahead of competitors’? Where do they fall behind?

· Who will be the suppliers?

· What are the materials required (for manufacturing company)?
· Where will the materials come from (for manufacturing company)?

· What are processes/methods of manufacturing?

· What are the machinery required for manufacturing?

Financial analysis

· Source and estimated amount of initial capital
· Monthly budget of operating
· Projected cash flow for the 1st year, and the expected returns during the 1st year
· The breakeven point (the point of time when you start making profits—‘ah, at last!’

Marketing strategies
· Products and services offered

· Pricing of your product(s) and services
· Identifying the target segment of customers
· Define the market size

· Advertising plans with the medium(s) of advertising—indoor advertising, outdoor advertising
· How the products will be distributed and sold

· What about the servicing of the products (say, if you are manufacturing or importing electronic goods, or furniture)

· Special promotional offers
Hiring Policies
· Estimated manpower requirement

· Skills required

· Salary, wages etc.

· Defining the hiring policies 

· Marking out the responsibilities

· Training needed

Management

· Type of business organization (ownership/entrepreneurship, partnership, private corporate, public corporate, non profit, etc.)

· Details of board of directors

· Details of officers
Does it look perfect? Do you think you can go about it? Great! Get going. Remember, don’t be too rigid with your chalked out plans. As you actually proceed with your startup company, will find, you have to accommodate many changes and alterations. Allow changes as you proceed. That’s the way things happen. That’s the way the world goes. The business plan is there to help you, not to prevent you. So, make changes in your plans as required. And best of luck. Your next step is to get business capital.
Get business capital 

The next big thing after the business plan is its funds. The money. Where will it come from? It’s a serious thing for a business. Often if your business is very small, you invest from your bank account. But if it is bigger than that? Getting money for your startup company is no child’s play. Neither is it an impossible task. The first step is the business plan. Trying to convince orally is much tougher than showing a proper business plan. It only shows how casual you are about the business. So, get your business plan ready before you approach any organization for funding your business. Do not get disappointed to hear ‘no’, and ‘sorry’. Keep trying until you hear ‘sounds good’. It will be tougher if your financial background is not convincing. Here are the organizations and people you can approach to fund your business:

Banks

Banks can provide you loans against collateral, if they find your venture convincing. They will want to know about your background and the type of experience you have to run this business (but don’t just shy out if you don’t have any experience). They will also want to find out how trustworthy you are, whether you have a permanent address, how you want to utilize the money, and how do you plan to return it. You have to tell them what collateral security you can provide them, and the experience your key employees have, or will have. Show them that your business has excellent prospects.
Venture Capitalists

The other option is to call for a venture capitalist. Venture Capitalists provide venture capital (VC) which is not a loan, but more of a partnership in your business. They are professional investors whose business is to invest in various businesses and get profits out of them. They expect a growth of 30% or more every year, and sell their equity and shares in 3 to 7 years to earn maximum benefit out of the business. When you approach a venture capitalist, don’t expect him/her to jump to your proposal at on the very introduction. Remember, they receive dozens of proposals everyday, and hence don’t have the time to go through all of them. Yours must be a very professional looking proposal that attracts his/her attention. The proposal should best limited be between 10 and 20 pages, with a good summary on the top. The introducer is also important. It must be a person trusted by him/her. Your business plan must show a growth of at least 30% annually to win his attention. How you present yourself id also important. Often they, more than seeing your business, see you. How you are. Whether you look confident and experienced enough to run the show. Your management team also matters. 
So, with this information and more; look confident, and get set to get the bucks! Your next concern is hiring your human resources.
Hiring techniques
Unless your business is a one man show, you need to hire people; no doubt about that. Where do you think you are going to find them? To plan out your employee requirement, you have to first find out:
· How many employees you require.
· Analyze and chalk out the work to be given to each employee; the duties each of them have to perform.
·  How the employees should be trained.
· What will be the justified compensation/salary/wages for your employees?
· What are the various types of employees necessary.
Next comes the question how to get your employees:
· Window poster is the oldest, but reasonably effective technique of  getting employees for small businesses like small shops, or restaurants.
· Interns are college or high school students who will do your job in order to learn something from it; gain some professional experience. To get interns you have to get in touch with college or school authorities and explain them the type of your job, and how the students may benefit from it.
· Placement agencies are private agencies doing employee-employer match-making. They are experienced in this job and charge a fee for this service. Government service for the same is also available, known by various names like Job Service, Public Employment, Unemployment Bureau, or Employment Security Agency, etc. These are affiliated to the United States Employment Service, and local offices are ready to help you hire employees. The employment service will perform aptitude tests to screen the candidates.
· Online job sites are quite effective and quick if you are looking for employees (eg. Monster.com). They are match maker between employees and employers. 
Last but not the least, comes the question whether you want permanent employees, temporary employees, employees under your own patrol, or outsource that to some other organization. Here is a brief discussion on these issues.

Permanent employees will come under your payroll. You will have to keep track of them and deal with HR related issues. Their union related issues are also your headache. But you have some savings in this system, since there is no middleman eating a share between you and your employee. The governments prefer this system of hiring, so do the employees. Employees prefer to be directly under a company’s payroll and give their best.
Professional Employer Organizations supply you with employees. You can perhaps hire employees from such an organization. They deal with all headaches related to HR. You can be much relieved that way. They take a commission and pay salary to the employees. Employees are under their payroll and are actually the employees of that organization, working for you. Disadvantages are, the organization gets a good control over your business, and the employees lack a motivation, since they are really not your employees.
Service contract is a good system of hiring, where you hire people for a limited or fixed time period. More and more companies are going for this, to avoid PF related issues, get fresh young faces and new talents at regular intervals. You can also go for this system if the nature of certain duties is temporary.
Next comes the challenge to plan your marketing strategies.

Marketing strategies

Marketing not only refers to advertising, but involves all mechanisms you will employ to get your potential buyers buy your product or service. Are you wondering what the things are other than adverts that will get you your customer? Well, a lot of things actually. Let’s find out in this article what are the various reasons and factors that will make people buy your product or service.
Target segment

Your marketing should be aimed at your target segment of buyers. Often lack of knowledge leads companies towards a wrong marketing strategy. They target the marketing towards everyone. ‘Everyone’ is not your buyer. So, you would be wasting a lot of your money targeting your marketing to everyone. Rather, make sure you know who your target buyers are. Target them; concentrate on them, in your marketing.
Packaging

This is said to be the age of packaging. It is said even a bad product, if packaged well, sells in the market. However that is only half the truth. The full truth is that even if a bad product sells due to good packaging, it will happen only once. It will never happen twice; because the buyer will never come back a second time. What it means is that a good product never sells with bad packaging; but with good packaging a good product will take not time to be a market success. Thus, packaging is everything that has to do with external wrapper, carton design, colors (big companies spend their big bucks to research on colors; and come up with results like--yellow is the most eye-catching color when it is on the shelf of a store), graphics, style, etc.
Price setting

Setting the price seems to be the easiest task, as it involves a couple of numbers. But it is a very crucial thing, and must be set after a lot of calculations, and considerations. You must consider your competitors’ prices, understand what price the buyers do not mind forking out, whether the price is profitable for everyone in the chain, which involves the manufacturer (if you are the manufacturer), wholesaler, and retailer. Keep a pricing for the long run—remember you cannot alter a price too often; you will loose the trust of the buyers. Also keep in mind, a low price may draw many customers, but do not necessarily set a high esteem about your product. If your target segment is the elite, the price should be set high. 
Advertising

Even after a good product and a properly packaged product, what you cannot ignore is advertising. You must make people know about your product, and the schemes you are offering. Else, it stays to decorate your shelves. The various methods of advertising are increasing day by day, involving television, newspapers, magazines, billboards, posters, radio, email, internet advertising and more. Free gifts, lucky draws, scratch cards are also effective to promote sales. Some companies have got good results from door to door selling, selling to friends and colleagues. If your customers are satisfied, their word of mouth is also very effective to promote your sales.
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