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Introduction

If you’ve come to the point where the promising business idea 
floating around your head simply needs to take on a physical 
existence, relax and follow the steps outlined below in our 
business start up guide. Along the way you’ll find practical advice 
and simple solutions.

Want to know more about 
running a business?
Visit the US Small Business 
Administration’s section on Starting 
& Managing A Business. You’ll find 
plenty of helpful information and 
advice about what it takes to 
successfully start and run your own 
business. 

THE KEYS TO SUCCESS
The most successful small business owners tend to have certain 
personality traits and abilities that help them realize their goals. For 
instance, they tend to be:

• Ambitious – wanting more out of life.
• Motivated – to achieve life goals.
• Passionate – about satisfying customers’ needs and wants.
• Visionary – able to see future opportunities.
• Disciplined – to work long hours and manage multiple tasks.
• Organized – with the ability to plan and manage.
• Determined – to persevere and overcome challenges.

There’s plenty of evidence of successful start ups worldwide so let 
go of the fear factor and push ahead with your plans to be an 
entrepreneur.

With our comprehensive guide to starting a business you’ll be able to 
work through the necessary steps to help transform your business 
idea into a rewarding reality.

https://www.sba.gov/
https://www.sba.gov/
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1. Will it Work?

Starting up any new business venture involves some risk. The 
best way to lower that risk is to research your business concept 
to get a reliable picture of how likely it is to work.

WHY ARE YOU GOING INTO BUSINESS?
What benefits are you seeking? It’s important to be sure of your 
answer. As well as having the required level of skill, ability, knowledge 
and experience to run your business, you must be prepared to work 
hard and be clear about why you’re going into business.

Many people find the thought of working for themselves quite 
appealing. Being your own boss offers the freedom to:

• Work your own hours.
• Make your own decisions.
• Create your own lifestyle.

However, establishing a successful business requires more than a 
great idea and a willingness to give it a go.

Unlike larger organizations with plenty of personnel to keep projects on 
track, when you start up your own business, you’re the driving force 
behind it. You’ll require a great deal of personal sacrifice and 
enthusiasm.

Reassure your potential 
funders
Use sound market research to 
gather supporting evidence that 
will impress potential lenders 
and investors who you 
approach for funding.

If there are times when you feel like giving up, a clear objective can 
provide the extra motivation you need to keep going.

Are you clear about why are you going into business? What do you 
hope to achieve? For example, you might be aiming to:

• Make substantial amounts of money.
• Be independent.
• Provide a product or service you feel passionate about.

If you believe you have what it takes, you’ll now need to decide if your 
idea does too.
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1. Will it Work?

WHY COMPLETING A FEASIBILITY STUDY IS 
IMPORTANT
Before you say goodbye to your job and a secure income stream, 
complete a feasibility study. It will help you decide if you can 
realistically establish a profitable business. You’ll be able to find out:

• If there’s a sustainable market for your offerings.
• If you can afford to get your venture off the ground.
• How long it might be before you start making money.
• The potential risks you might face and how you can minimize or 

eliminate them.
If you discover that your idea isn’t likely to translate into a profitable 
business, you’ll have saved yourself substantial time, money and effort.

On the other hand, if you decide that your idea is feasible, it’s time to 
find out how profitable it could be by establishing whether there’s a 
market.



STARTING A SMALL BUSINESS4

2. Is there a market?

You’ll need a sustainable market for your goods or services so 
it’s important to investigate that market potential by observing 
what prospective customers really think.

Profile your ideal customers to gain an accurate analysis of market 
potential and to focus your marketing more effectively. You’ll want to 
identify:

• If there’s a need for your product or service.
• The profiles of your ‘ideal’ customers.
• Ways to research the potential size of your market.
• Trends that could affect your venture.

How will you distribute your offerings to the market? Look at industry 
and market trends, and global and local influencers, so you can 
identify any threats or opportunities ahead.

INVESTIGATE MARKET POTENTIAL
You need solid evidence that a market for your product or service 
actually exists. Measuring your market accurately is likely to be the 
hardest part of your feasibility study. 

The only guaranteed way to find out exactly how the market will 
respond to your business is to start operating and see what 
happens. Try to avoid this risky temptation until you’ve analyzed your 
business’s potential.

Find out as much as you can about potential customers in your 
target market, such as:

• Who might buy your product or service.
• Where they’re located.
• How much they would pay and how often they might buy.
• When they would buy – for instance, you might have seasonal 

demand.
• Where they currently shop for similar items.

Utilize surveys, one-on-one interviews or focus groups to collect data 
on your target customers.

First ask your potential 
customers
Let them guide you on 
important decisions such as 
location, pricing, range of items 
and preferred purchasing 
methods (for example, they 
may prefer buying online to 
shopping in person).

Talk to suppliers
It can be useful to talk to 
suppliers already working in 
your target market, to tap into 
their knowledge of the 
marketplace.
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PROFILE YOUR IDEAL CUSTOMER
Researching the market enables you to steadily build a profile of your 
‘ideal’ customer. Profiling is important for two reasons:

1) By defining your ideal customer accurately, you’ll be able to analyze 
market potential more accurately.

2) When you start your business, you can focus your marketing efforts 
far more effectively.

For instance, if your new office product is intended for businesses 
with 10-50 staff, you can research how many businesses of that size 
exist in your area and where they’re located.

An example of a customer profile for a new ski and snowboard store 
in Vancouver might be:

• Gender – male and female
• Age range – 18 to 35 years
• Location – greater Vancouver area
• Income - $40,000+

HOW WILL YOU REACH YOUR TARGET MARKET?
How do you plan on getting your message across to potential 
customers once you know there are enough out there? You’ll need to 
select some appropriate channels to deliver your goods or service to 
your target market.

Some possible channels to markets include:

• Selling directly – such as a retailer or a manufacturer with a factory 
outlet.

• Trading through a wholesaler.
• Selling through a website – as an online business.
• Employing your own sales force.
• Using sales agents or distributors.
• Licensing your products or services.
• Franchising – an option when you have a proven business model 

with an established track record.
• Forming a joint venture – or a strategic marketing alliance with other 

companies.
Each option has advantages and disadvantages. For example, if you 
manufacturer shoes and sell them to retailers, they may not 
appreciate direct sales from a website or a factory shop.

Take into account the impact on your pricing if you have to sell 
through other businesses.

Make customer profiling an 
ongoing task
Customer profiling should 
continue throughout the life of a 
business. Markets change, as 
do customers, so it’s vital you 
re-evaluate your customer 
profiles over time.
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2. Is there a market?

INDUSTRY AND MARKET TRENDS
It’s often said the only thing that remains constant is change, and 
this is certainly true of markets in business.

Ensure you take the time to research the wider marketplace before 
you start up, to check that your business can be sustainable long-
term. Pay particular attention to any economic, social and industrial 
trends or changes that could impact on your business’s future.

You can find out this information by:

• Reading local and international online news sites.
• Browsing industry and trade journals.
• Listening to business and current affairs programs – via podcasts, 

TV or radio.
• Subscribing to SMS news and business updates on your mobile 

– or enewsletters through your inbox.

LIFECYCLES
Every industry and market has a lifecycle. Are you entering an 
industry or market that’s starting up, growing, maturing or declining?

A growing market could mean that more competitors will soon 
emerge as they seek to cash in on the opportunities available. It may 
also mean that the few competitors already out there might respond 
quickly, and very aggressively, when you enter the marketplace.

Generally the fewer competitors you have, the more feasible your 
business is likely to be. But a lack of competitors might also indicate 
a declining market for your offerings.

For example, you may want to open a record store but while vinyl 
sales are increasing, CD sales are falling. This could be a risky 
venture in a declining market.

OPPORTUNITIES AND THREATS
New opportunities may emerge from your industry and market 
analysis. Consider how these may impact on your business. 

For example, you might identify:

• Different customers or markets from those initially considered.
• Opportunities for innovative services or products.
• Potential investors should you pursue your business idea.

Threats can be harder to acknowledge and particularly devastating 
to a new business, so take a realistic look what could jeopardize 
your start up. For example, some threats might be:

Tap into local expertise
Local business and industry 
associations have 
knowledgeable and 
experienced staff that will 
probably be able to tell you 
what’s ahead in your market 
regionally, nationally and 
overseas.

Protect your idea
Ask relevant people (such as 
staff and business partners) to 
sign confidentiality or non-
disclosure agreements. It’s a 
sensible precaution to take 
once you start sharing your 
idea with others.
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2. Is there a market?

• Upcoming changes in legislation.
• A move in competitor positioning.
• Fluctuations in currency exchange rates.
• Emerging technology that could revolutionize the industry.

Of course, some of these threats may also provide opportunities for 
your new business.

CONDUCT A SWOT ANALYSIS
Invite some family members, friends, colleagues or business 
associates to join you for a SWOT (Strengths, Weaknesses, 
Opportunities and Threats) brainstorming session. 

Set a time frame and record all the ideas that are put forward. Resist 
the temptation to respond to any suggestions. Simply write them all 
down and then evaluate each idea afterwards.

Break for refreshments. Leave the ideas in full view for people to 
think about, then come back together and brainstorm possible ways 
to maximize strengths and opportunities while minimizing 
weaknesses and threats.

MARKET RESEARCH CHECKLIST 
Make sure you work through the following steps to establish if there 
really is a sustainable market for your business.

 � Research demand for your offerings.

 � Decide if the demand is sufficient and sustainable.

 � Build detailed profiles of your ideal customer types.

 � Create a market profile for each market segment.

 � Work out how you’ll reach your target market.

 � Consider industry and market trends.

If you decide the potential is there, the next step is to assess if your 
business can make its presence felt in the marketplace and to 
determine what market share it can realistically gain. 

It’s time to look at the competition.

Be honest with yourself
Weaknesses and threats can 
be harder to acknowledge than 
strengths and opportunities. 
Remember that the purpose of 
conducting a SWOT analysis is 
to outline the feasibility of your 
business and minimize risk.
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3. Analyze your competitors

Both direct and indirect competitors are a threat to your start 
up. Direct competitors (those with comparable goods or 
services) are likely to respond aggressively when you enter the 
market.

Once you know what your competitors offer, you can compare your 
similarities and differences to identify your points of difference, then 
develop these into a compelling competitive advantage.

Find out how you might be able to reduce the effects of competitors 
and even establish barriers.

IDENTIFY DIRECT COMPETITORS
Researching your direct competitors is vital. These are the 
businesses selling a directly comparable product or service to your 
own. You’ll initially be ‘up against’ them if you go ahead and launch 
your business.

For example, if you’re planning to develop and sell a new cloud 
accounting software program aimed at small businesses, your direct 
competitors could be:

• Specialist accounting software firms.
• General retailers selling existing off-the-shelf accounting packages.
• Other cloud accounting software companies.

If you’re to succeed, you’ll need to distinguish your business from 
your direct competitors and successfully attract their customers to 
your brand. You’ll need to know:

• What your competitors offer and how much they charge.
• What they do well and not so well.
• Where there are gaps you can take advantage of.

BE AWARE OF INDIRECT COMPETITION
Indirect competitors are those offering products or services that 
aren’t the same as yours, but could still satisfy the same need. You’ll 
have to think ‘outside the square’ to spot your indirect customers as 
they may not be immediately obvious.

One example of indirect competition to a newly opened restaurant is 
the local movie theatre. In other words, potential customers could 
choose to spend their consumable income on a movie instead of a 
meal out.

There are always other options for customers to spend their money 
on, and it’s important to be aware of these alternatives.

Focus on your immediate 
threats first
Although it’s wise to be aware 
of your indirect competitors 
when you’re in business, first 
concentrate on your direct 
competitors – they’ll be the 
most likely to launch a quick 
challenge after you start up.
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3. Analyze your competitors

DECIDE ON YOUR COMPETITIVE ADVANTAGE
Once you know what your competitors are offering, you can compare 
your similarities and differences to identify your points of difference, 
and then develop these into a compelling competitive advantage.

Most of us are creatures of habit, preferring to stick with the familiar 
rather than trying something new. So to entice customers away from 
the competition you’ll need to:

• Establish a competitive advantage or unique selling point (USP).
• Come up with a plan for communicating your USP to potential 

customers.

STRENGTHS AND WEAKNESSES 
You should have a general aim of promoting your business’s 
strengths and minimizing its weaknesses. 

Analyzing your strengths can give you a pathway to finding a 
competitive advantage. For example, your might have excellent 
product or technical knowledge (more so than your competitors), 
leading you to develop your competitive advantage around the 
specialist knowledge you pass onto customers.

Look for ways to minimize your weaknesses. For example, a 
competitor may have five branches nationwide, while you only have 
one store. Could you achieve a similar market reach by building a 
website?

REDUCE THE EFFECT OF COMPETITORS
Try to anticipate how your competitors will react to you encroaching 
on their territory once you start operating. They might make an effort 
to drive you out of the market before you get established.

Ask yourself:

• What tactics are your major competitors likely to employ when you 
begin competing for their market share?

• How would you cope with a discount battle knowing your 
competitors probably have deeper pockets?

• How would you respond if a competitor opens a store near your 
business? Would such a move damage or improve your trading 
prospects?

CREATE BARRIERS FOR COMPETITION
If your business flourishes, what’s to stop other people copying your 
business idea, products or services?

Copycats can significantly damage the viability of your business so 
use some straightforward and relatively inexpensive ways to protect 
your business even before you start trading.

Promote your competitive 
advantage
Don’t expect customers to 
guess your business’s point of 
difference. Competitive 
advantages are only 
advantages if you promote 
them strongly. 
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3. Analyze your competitors

Try to create barriers against your competitors that will make it 
harder for them to compete. For example, you may be able to secure 
an:

• Exclusive operating license – for example, you might be planning to 
operate a jet boat experience and are aiming to secure a 
commercial license to operate on a river in British Columbia. No 
other business is currently running a jet boat business on this 
particular river, so can you ensure your license is absolute?

• Special deal – signing an exclusive deal with a certain supplier can 
restrict competitors’ access to the same goods.

PROTECT YOUR INTELLECTUAL PROPERTY (IP)
Unless you’ve invented something, you may not think you have any 
intellectual property to protect. That’s most likely not the case. Even 
your business name and logo has potential value as it could get you 
recognized in the marketplace.

Some types of IP include:

• The appearance or shape of a product design – for example, Coca 
Cola’s bottle design is protected.

• A new product, process or material – like the Sony Walkman.
• A registered trademark – such as the Apple iPad, iPhone and iPod.

TRADEMARKS
Your business name and logo becomes a brand in the marketplace 
from the day you start business. It’s only logical that you should take 
steps to protect it.

Before you design your logo, stationery and signage, check that no 
one else is using your proposed name or a similar design. These 
steps will help you protect your business name before you start 
trading:

1) Check both online and printed directories to ensure that no similar 
trading name exists. Also enter the name in search engines such as 
Google, bing and Yahoo! to see what comes up.

2) Secure your web domain name. Once you’ve registered your web 
domain name it can’t be used by anyone else.

PATENTS
Owning a patent for an invention or new manufacturing process can 
exclude anyone else from commercializing that idea for a period of 
twenty years.

Conduct a trademark search
Google your country’s 
Intellectual Property Office 
website, then check if anyone 
has already registered 
something similar to your 
intended trademark.

Ask for professional 
recommendations 
Ask a relevant industry 
association or your local 
Chamber of Commerce if they 
can recommend a specialist 
patent attorney familiar with 
your industry or market.
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COPYRIGHT
Copyrighting written material is a quick and easy way to gain a level 
of protection for any original creative work. You may not need to 
indicate that your material is copyright protected, but it’s a smart 
idea to mark your material with the:

• Copyright symbol ©.
• Name of the copyright owner.
• Year of first publication.

As with any legal protection, it can pay to talk to a specialist attorney. 

COMPETITOR ANALYSIS CHECKLIST
Ensure you work through the following steps to determine who your 
competitors are and how you can protect your business.

 � Research your direct and indirect competitors.

 � Compare their products and services to identify your strengths 
and weaknesses.

 � Define and then promote your competitive advantage.

 � Consider ways to reduce the influence of competitors.

 � Identify and implement measures to protect your business.

If you believe your business can offer a unique selling point to find 
success amongst the competition, it’s time to see if you can afford to 
get up and running.
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4. Calculate start up costs

Before launching your new venture take the time to estimate 
the total capital you’ll need. Estimate your set up costs and 
working capital.

Next, decide on a pricing method, such as cost-plus pricing, job 
costing, or an hourly charge out rate if you offer a service.

It’s important to prepare a cash flow forecast for your first year in 
business while considering your likely cash cycle and potential risks 
to your cash flow. It’s also vital you have an accurate idea of when 
your business will probably break even.

ASSESS HOW MUCH MONEY YOU’LL NEED
Underestimating your start-up costs along with the amount of 
working capital needed to sustain your business until it breaks even 
isn’t the best recipe for success.

Working through the financials early in your planning will help you 
calculate how much money you’ll realistically need to raise 
beforehand. It also makes sense to work out if your investment is 
going to bring you a decent rate of return.

DETERMINING YOUR SET UP COSTS
To avoid underestimating your set up costs, try to be as accurate as 
you can with your forecasts and calculations. Realistic forecasts can:

• Boost your confidence in your ability to meet regular and ongoing 
commitments.

• Give you a more accurate idea of when you can expect to reach 
key financial milestones.

You may already have an idea of some of the costs involved when 
setting up your business, but getting those figures down on paper 
and doing some fundamental calculations gives you the facts in 
black and white.

Calculating these costs also gives you a chance to consider what’s 
necessary. Firstly, the essentials you must have to get your business 
operational. Secondly, the desirable elements that you would like to 
have, but may need to discard or revise in the early stages. 

As an example, the initial set up costs for a new business starting up 
from a home office might include:

• Computer equipment and office furniture.
• Stationery and printing equipment.
• Telecommunications set up.
• A vehicle.

As you research and record each item of expenditure, try to source 
credible estimates and prices, but be aware that costs sometimes 
come in higher than you expected, so budget accordingly.

Get your figures checked
Give your figures to your 
accountant to double check. 
Accountants usually deal with a 
number of businesses, so they 
can help you make your 
forecasts more realistic.
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Also, try to be resourceful. Consider how often you’ll use a particular 
asset and look at possible alternatives.

FACTOR IN HIDDEN COSTS 
Remember to include the ‘hidden’ costs of setting up a business. 
These costs may be comparatively small, but they all add up and 
could significantly impact your ability to successfully set up. They 
can include:

• Advance rent or lease payments.
• Internet and phone connection charges.
• Insurance premiums.
• Website and online promotional costs.
• Fees for your lawyer, accountant and any other business advisors.

FIGURING OUT WORKING CAPITAL
Working capital is the amount of money needed to keep your 
business running until you break even. Raising your set-up costs is 
the first challenge, but for your business to be feasible you must 
have enough working capital to cover on-going costs.

You’ll need to factor in both fixed and variable costs to calculate how 
much working capital your business will need.

Your fixed costs are the regular expenses such as phone, power and 
rent. They’re costs that remain reasonably constant, regardless of 
your sales activity.

Variable costs are related to the delivery of your product or service 
and your sales volume. For instance, if your sales increase, you’ll 
need further supplies to meet demand so your costs increase. 
Variable costs can include inventory, freight and commission.

WORK OUT COSTING AND PRICING
If your business is to succeed, your prices must cover the cost of 
producing your goods or services, plus generate a profit.

Your earlier market research will have given you an indication of 
what prospective customers are prepared to pay, so now it’s time to 
work out if you can feasibly deliver on their expectations and get a 
return on your investment.

Before you set your prices, look at the overall cost of producing your 
product or service.

On top of the variable costs involved you’ll need to factor in your 
fixed costs, then consider the amount of profit you want to make 
over and above these costs.

Prepare prices using the different costing methods below. Be sure to 
talk to your accountant before finalizing your pricing structure.

Consider buying second-
hand assets
Online auctions and auction 
yards can be a great source of 
inexpensive second-hand 
equipment. Keep your eye on 
your local paper, register on 
sites like eBay, and ask your 
business contacts to let you 
know of any upcoming sales or 
auctions.

Build in a buffer 
Remember that quotes and 
estimates can vary from actual 
costs. To avoid any unwelcome 
surprises, allow a few dollars 
more by building in a 
percentage on top of your 
estimates to meet additional 
‘hidden’ costs that can take you 
over your budget.

Only purchase what you 
need
It can be tempting when 
starting up a business to splash 
out on unnecessary items and 
add them to your business 
loan. Try to avoid this and stick 
with what you absolutely need 
to function efficiently.
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COST PLUS PRICING 
This method involves calculating all your production costs and 
adding a required margin to meet a preset price point.

Often used for specific projects, cost-plus pricing excludes any fixed 
costs that are instead absorbed into the overall profit margin, based 
on projects ongoing over the year.

For example, if you planned to open a small takeaway coffee stand 
and your costs per coffee (beans, milk, sugar and condiments) were 
$1, while your expenses per coffee (delivery, labour and utilities) 
averaged out at $1, your total costs under this method would be $2.

This is where you add in a required margin; essentially the profit 
margin you want to make on each coffee. If you want to make a 
margin of $1, you should be selling your coffees for $3 each.

JOB COST – MATERIALS PLUS LABOUR
Job costing involves creating a ‘job card’ for each transaction, using 
it to record all materials used, plus any labour time involved, and 
then adding a profit margin or mark-up.

As an example, if you started making wooden tables in your garage, 
under job costing your total direct materials per table might come to 
$120 (for timber, screws, sandpaper and stain). You’ll also have 
direct labour costs of $200 per table (it may take you ten hours to 
build a table paying yourself a wage of $20 per hour).

Include direct overhead costs of $3 an hour and each job will cost 
$30 in overheads. Add these costs together and you’ll have a total 
cost of $350 per table.

This is where you add in a ‘mark-up’ or profit margin to ensure your 
business is profitable. If we add a 50% mark up, your selling price 
needs to be $525.

HOURLY CHARGE-OUT RATE
This is a method to use in a service-based business if you’re 
charging for your time.

1) Decide on the level of income you want from your business – as 
an example, for your newly opened gym, you plan to aim for an 
income of $50,000.

2) Work out how many hours you can charge out per year – with 
yourself and one employee you may have 3,840 chargeable hours 
per year (two people working 40 hours a week for 48 weeks, 
taking holidays into account). 

3) Calculate how much you’ll need to charge per hour to achieve 
your desired income – in the above example, this would be just 
over $13 an hour (50,000 divided by 3,840).

4) Add an additional hourly rate to cover the cost of your general 
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overheads – say these are $12 an hour (or $46,080 total cost for 
the year) for rent, wages, utilities, and gym equipment repairs.

5) Finally, add a profit margin to allow for ongoing business and 
professional development costs – let’s make this figure $19,200. 
Divide it by 3,840 to get $5 per hour.

Therefore to cover your $50,000 income, $46,080 in overheads and 
$19,200 profit you’ll need to charge $30 an hour ($13 + $12 + $5).

PREPARE A CASH FLOW FORECAST
A cash flow forecast is essentially an attempt to predict exactly what 
your future bank statements will look like. The closer you can get to 
the reality of those future statements, the better prepared you’ll be to 
manage your cash.

Preparing a cash flow forecast helps you manage the cash coming in 
and going out of your business. You can compare the income you’re 
expecting to receive every month with the costs and expenses you’re 
expecting to face.

As most start-up businesses experience cash flow crunches at some 
stage, this is an important exercise. If you spot a shortfall, the 
forecast gives you time to approach your bank about a loan. Lenders 
will often be more open to helping you if you approach them well 
before a cash flow crisis than if you contact them in the middle of 
one.

Without a previous trading history to base your figures on you’ll have 
to estimate or predict sales based on your market research findings. 
The figures you use for your costs can be more precise, such as 
actual quotes from intended or potential suppliers.

Prepare a forecast for at least the first 12 months and given that 
you’re dealing with the unknown, we recommend you prepare three 
versions; a worst, realistic and best case forecasts.

If you decide to proceed with your business idea, you can update the 
estimated information in your cash flow with actual figures. Then, 
use these to prepare more accurate forecasts in the future.

IDENTIFY YOUR CASH CYCLE
As you put your figures together, consider your business’s cash 
cycle. This is the length of time it takes to turn your product or 
service around, from lead-time into a completed (and paid for) sale. 

Each business has its unique cycle. For example, it may take a 
hairdresser 30 minutes to complete a job and get paid in cash. 
Conversely, it could take an electrician a month to finish a job and 
six weeks to see payment.

How long is your business cash cycle? If you sell on credit, build a 
delayed cash flow factor into your forecast since it may be a while 
before you see any money coming in.

Focus on making a profit
Competitor prices can give you 
an idea of market rates, but it’s 
important to work out your own 
prices to ensure you can make 
a reasonable profit.
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4. Calculate start up costs

If your intended business follows a seasonal pattern, such as 
vacations like Easter or Christmas, factor this into your cash flow.

Be sure to make provision for ongoing costs, equipment, employees 
and other resources that align with your plans for development and 
growth. Also remember to consider how much, and how frequently 
you’ll need to draw money from your business.

CALCULATE BREAK EVEN
Often viewed as a key milestone, your business is at break even 
point when your income matches expenses (but you’ve yet to start 
making a profit).

When you know what your break even point is, you can work out 
how much more revenue you’ll need to produce the profit you want. 
If necessary, review your costing and pricing plan.

If it takes you too long to break even, your business may not be 
feasible or might need more long-term investment.

FINANCIAL FEASIBILITY CHECKLIST
Be sure to work through the following steps to get an accurate 
estimate on your costs and likely cash flow until your business can 
break even.

 � Calculate set up costs and working capital requirements.

 � Work through costing and pricing your products and services.

 � Identify your business cycle and the implications for cash flow.

 � Prepare a cash flow forecast.

 � Calculate your break even point.

 � Review your figures.

 � Get expert input and advice.

If you’re still confident that you’re looking at a viable business 
proposition, the next step is to investigate what additional regulatory 
or external factors to take into account.

Be aware of seasonal 
purchase cycles 
Many large organizations only 
make purchases at specific 
times throughout the year. If 
you’re planning to sell to a 
business or government 
department, you’ll need to find 
out who makes the buying 
decisions and at what time of 
year they place their orders.

Take a balanced approach.
Try to take a balanced 
approach. Too much pessimism 
or optimism can be damaging 
to your business. Revisit your 
figures and timeframes. Have 
you been realistic? If not, revise 
your forecast at this stage 
before advancing your plan.

Talk to your bank’s Small 
Business Advisor
Build a lasting relationship with 
your Small Business Advisor. 
Discuss your cash flow forecast 
with them and let them know if 
you expect to have cash issues 
during the year.
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5. Manage external factors

Make sure you identify what you must comply with to ensure 
your business operates legally.

There will be taxes to address along with permits, licences and 
regulations that you may have to meet. There might also be some 
local or regional municipal government rules to comply with.

Also consider what types of business insurance your new venture 
will need to minimize major risks.

TAX OBLIGATIONS
All businesses must pay tax. Plan in advance to meet your tax 
obligations based on your financial forecasts. 

To avoid incurring any penalties and to help with your cash flow 
planning, you’ll need to estimate what you expect to pay in taxes at 
least over your first year in business. Aim to:

• Keep up-to-date and accurate records to ensure information stated 
on your returns is correct.

• Avoid penalties by submitting payments and paperwork on time.
Ask your accountant for their advice.

Look at paying tax as a positive thing; if you’re paying a lot of tax, 
you’re likely to be generating a healthy income.

EXTERNAL FACTORS CHECKLIST
Complying with regulations and finding ways to manage other 
external limiting factors are inevitable aspects of doing business. 
Make sure that you work through all these steps to help you identify 
any issues that might impact on the feasibility of your business:

 � Investigate and identify relevant compliance/regulatory issues.

 � Plan ways to manage your tax and other legal responsibilities.

 � Check that you can afford to buy adequate insurance cover.

 � Identify and address possible barriers to entry.

If you’re confident that you can meet your business responsibilities 
then there are some further steps you can take to lower the risk of 
going into business.
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6. Lower your risk

Reduce or eliminate potential risks to your start up by building 
your business’s credibility, avoiding some common pitfalls, and 
focusing on your business’s critical success factors. You’ll want 
customers, lenders and suppliers to have confidence and trust 
in you.

Be sure to plan for unexpected events such as natural disasters, 
economic downturns and staffing issues. Identify and focus on the 
critical factors that are essential to the success of your business.

BUILD CREDIBILITY
If you want to be taken seriously from the start, there are three key 
areas you should focus on when building your credibility:

1) Customer confidence – make sure you’re giving good value for 
money and delivering what you say you will. Anytime you receive 
positive customer feedback, record it and use it in your 
promotional material. Word of mouth is one of the most powerful 
credibility tools you can have.

2) Supplier confidence – suppliers must trust you. Pay your bills on 
time and represent them well in the marketplace. Once you’ve 
established a good relationship with them, you can ask them to 
place your logo on their promotional material and this helps 
increase customer confidence.

3) Lenders and investors confidence – keep your accounting up to 
date so you’ve always got relevant financial documents at your 
fingertips, and ensure you’ve got good systems and processes in 
place. Keep on top of your KPIs.

REVERSE THE RISK
Put yourself in the customer’s shoes. Why should they risk doing 
business with you? They may be worrying about:

• your product or service failing
• not getting value for money
• not getting backup, service or spare parts
• your lack of experience

What can you do to reduce each of these concerns? Can you make 
guarantees? Think about what customers might be worried about, 
and build your credibility further by:

• Always being professional and consistent
• Leveraging your experience and profile
• Choosing your associates wisely

COMMON PITFALLS
There will always be risks associated with running a business. 
Identifying and managing some of the common risks in advance can 
help to strengthen your chances of success.

Associate with the ‘right’ 
people
Increase your credibility by 
choosing the right people to 
associate with. The first 
business you encounter might 
not be the best, so talk to some 
of its existing customers.
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6. Lower your risk

You want to avoid:

• Running out of cash – preparing regular cash flow forecasts and 
implementing sound business systems, especially around credit 
management and debt collection, will help you avoid this. 
Remember that simply being good at what you do is not enough; 
you also need to manage your business competently. Get help from 
your accountant to identify the key performance indicators you need 
to monitor.

• Failing to seek professional advice – you don’t need to make all 
decisions on your own. Successful business people consult their 
advisors regularly.

• Failing to prepare for mishaps – the unexpected will happen, so 
ensure you have appropriate insurance and other cover for 
emergencies.

• Neglecting your own health and wellbeing – starting a business can 
be very stressful, especially in the first years. Make sure you look 
after yourself as well as your business.

• Falling behind – it’s important to keep up to date with economic and 
market trends, what your competitors are doing and the latest 
technology.

Join business networks
Join a local business network 
or organisation such as the 
Chambers of Commerce. You 
can learn a lot from other 
members, plus receive up-to-
date information and attend 
workshops on a range of topics. 
Details on your local branch 
can be found on the Chambers’ 
website.

EXPECT THE UNEXPECTED
It sounds dreary, but it’s important to think about anything that could 
possibly go wrong and plan ahead. Create some ‘what if’ scenarios, 
such as:

• your premises were destroyed by fire or earthquake.
• your computer systems were wiped out by a virus.
• key machinery failed and would take time to repair.
• a nasty bug hits all your staff and keeps them off work for a week.

What impact would any of these occurrences have on your 
business?



STARTING A SMALL BUSINESS20

6. Lower your risk

CRITICAL SUCCESS FACTORS
It’s important to identify then focus on the factors critical to the 
success of your business. They can be industry or business based.

For example, industry-based critical success factors could be:

• retail – location and foot traffic.
• manufacturing – production and distribution channels.
• service – knowledge and credibility.
• tourism – location and visitor experience.
• agriculture – production and distribution.

Business-based critical success factors could include:

• volume – the number of phone calls you receive, the number of 
sales leads generated or the number of people coming through 
your door.

• speed of service – the efficiency of your staff and/or equipment or 
database systems.

• quality – consistent product standards or friendly service.
Which of these factors will be critical to your success?

FINANCIALS
Lower the risk of financial difficulties by:

• keeping good records and monitoring your KPIs.
• collecting debts promptly.
• not trading beyond your financial limits (overextending).
• not overstocking.
• avoiding underpricing and don’t discount too often.
• resisting pressure from family or friends to get something for free.
• building good relationships with suppliers so you can ask them for 

extended credit when necessary.

CHANGES IN THE MARKETPLACE
Keep your eye on what’s happening in the marketplace on a regular 
basis. Otherwise you might face unnecessary risks such as:

• unforeseen changes in domestic or overseas regulations, which 
may affect your channels to market.

• rapid technological advancements, which may raise customer 
expectations around service delivery.

• your ‘expertise’, which may be surpassed by others.
Being well informed reduces the risk of unwelcome surprises and 
gives you a better opportunity to develop any necessary contingency 
plans.

Develop your business and 
management skills
There are lots of online small 
business management tools 
that can help you fine tune your 
financial and management 
skills.
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6. Lower your risk

LOWER THE RISK CHECKLIST
To make sure that you’ve considered ways to minimise your risks 
effectively, take these steps before making your final assessment:

• Plan tactics to build your credibility.
• Identify ways to reduce risk to the customer.
• Consider ways to avoid major pitfalls.
• Identify critical success factors for your business.

TIME TO WRITE A FULL BUSINESS PLAN
The final step of your feasibility study is to complete a more detailed 
business plan. This serves two purposes:

1) Any person or organisation (such as the bank) you approach for 
help or funding will want to see a full business plan, including a 
set of financial documents and forecasts.

2) Preparing a business plan helps you to sharpen your ideas and 
possibly review or refine certain aspects. It can also help to 
identify gaps in your planning or thinking that you can address.

GOOD LUCK WITH YOUR BUSINESS!



STARTING A SMALL BUSINESS22

Glossary

Average age of accounts receivable
Sales divided by level of debt, expressed either as 
a number or by number of days. This shows how 
quickly (and therefore efficiently) the business 
collects its debts from customers. 

Capital introduced
An accounting term to describe the formal 
introduction of new money into the business that 
will show on the balance sheet. 

Closing inventory
The value of the total inventory (stock) or number 
of units that a business has on hand at the end of 
an accounting period. 

Current ratio
Current assets (cash, debtors, stock) divided by 
current liabilities (overdraft, creditors). You should 
aim to keep the Current ratio at 2:1. 

Debt to equity ratio
Long-term debt divided by shareholders’ equity. 

Demography
The study of populations. A demographic profile 
typically measures the general population in terms 
of market suitability, for example, age, sex, income, 
occupation, consumer preferences, preferred 
residential areas, etc. 

Direct costs
Costs of actually producing your product or 
service. Usually covers materials and labor and 
other costs that increase or decrease in line with 
levels of output. 

Equipment or plant
All the machinery and equipment used by the 
business to earn revenue. 

E-commerce
The term used to describe how technology and the 
internet can be used to improve your business. 

Fixed costs
Those costs that tend not to vary with your level of 
output. Your phone rental is a good example. Often 
called overheads. 

Foot traffic
A count of the people that walk past your business 
or a location you think might be suitable for a 
business. Usually measured per day or per week. 

Forecast
An estimate or prediction of a future happening 
(sales, expenditures, profits, and so on). 

Gross margin or Gross profit
Sales less the direct cost of producing the goods or 
services. 

Gross profit ratio
Your gross profit divided by sales. 

Inventory
The dollar value (cost or market, whichever is 
lower) of all the stock of physical items that a 
business uses in its production process or has for 
sale in the ordinary course of doing business. 

Just-in-time
The process of organizing your production so that 
stocks of raw materials arrive at the business just 
in time to produce a product or service a 
customer’s needs. 

Just-in-time organization allows you to free up the 
money that is normally tied up in stock 
(inventories) for more productive purposes. 

Businesses that make use of just-in-time 
inventories usually form a close bond with 
trustworthy suppliers who can be relied on to 
deliver quality goods or services at short notice.

Labor expense
The total direct cost to the business of its 
employees during an accounting period. It includes 
in addition to actual wages paid the cost of all 
other benefits, unless these are listed separately. 

Lease
A legal contract covering the use of assets drawn 
up between the owner (lessor) and another party 
(lessee) at a given rent, for a stated period of time. 
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Glossary

Market size
Measures how much people throughout the country 
spend on your particular product. Usually 
measured in total dollars spent per year. 

Market viability 
Measures if there is enough demand in the 
marketplace to justify the existence of your 
business. Are there sufficient customers out there 
to make your business profitable? 

Mission Statement
A short statement that describes exactly the main 
purpose of the business. 

The mission statement is often only one sentence: 
the brevity helping to keep the business owner and 
employees focused on what they are actually trying 
to achieve.

Net profit to sales
Net profit before tax divided by sales. 

Opening inventory
The value of the total inventory or the number of 
units a business has on hand at the beginning of 
an accounting period. 

Operating forecast
The anticipated earnings of a business, determined 
by estimating sales and subtracting expected 
expenses. 

Ownership ratio
Owner’s equity divided by total assets. 

Partnership
The legal definition of a business owned by two or 
more people. 

Payback period
How long it takes to recover the cost of a capital 
item. The cost of an item is divided by the level of 
annual net profit with the result expressed in years. 

Patent
The legal registration of a product’s design or 
features aimed at preventing competitors from 
direct copying or imitation. 

Production sequence
A series of events or steps that produces a product 
or service. 

Professionals
A term used to describe lawyers, accountants and 
business consultants, etc. 

Profitability test
A test that measures whether you can make any 
money out of your proposed venture. 

Quality
Goods or services that conform to the customer’s 
requirements and expectations. 

Sales increase/year 
This year’s sales divided by last year’s sales 
expressed as a percentage increase. 

Sampling
Taking a small sample of the total market to 
determine the possible size of the market for a 
product or service. 

Stock (inventory) turns
Cost of goods sold divided by cost of stock. 
Reflects how fast you are able to turn your stock 
over during the year. 

Sustainability
Sustainability is about taking a long term view of 
your business and its social, environmental and 
economic impacts on a broad range of 
stakeholders, including the community, your 
employees, your shareholders and the 
environment. 

Throughput
The transformation of raw materials and labor into 
sales to customers. 

Trademark
The legal protection of words, a picture or logo with 
the aim of preventing copies or imitations. 

Working capital
The money resources readily available in your 
business to finance its daily operations. 


