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Willyour business idea work?

Comingupwitha newideais exciting, and you probably want to jump straightin and make it
happen. But before youinvesttoo much time and money, you need ensure yourideais feasible and
likely togive youareasonable return oninvestment. Obviously, there are neverany guarantees that
a business will succeed but thorough planningand marketresearch is your best start.

If you can answeryesto the following questions, there’s agood chance yourbusinessideaisa
worthwhile proposal, meaning your nextstepistodraw up a business planand get the wheelsin
motion.

Do you have a unique selling point?

Unlessyou’ve beenlucky tofind agap inthe market, your product or service is going to have to
compete against othersimilar products for customers and market share. To compete, your business

has to stand out from the competition —it has to have a unique selling pointthat you can use to
encourage customers to buy from you.

Thisdoesn’t mean you have to inventatotally new product or service. Your offering might:
e Be cheaperormore economical to use.
e Smell betterorworkbetter.
e Comeina more fashionabledesign orappealing colorrange.
e Weighlessorbe made of better material.
e Be anythingelse that comparesfavorably with similar products on the market.

If you have a unique selling point, it's worth doing further research into the viability of your business.
If you’re not sure if your product or service adds value that customers can’tfind elsewhere, it might
be betterto brainstorm a few more businessideas beforeyou forge ahead.

Do you have a market?

Knowing who will buy your product and what motivates their purchasing decisionsis vital to the
success of your business. Not only will you need to make sure that your productappeals to your
target marketsegment, butyou’ll need to find out how large your potential marketis, whetheritis
stay-at-home mums, business people, teenagers orretirees.

Think about the size of your marketin yourarea or wider (if you plan to sell online, forexample).
How many people willbe interested in your offering, atthe price you’re likely to need to charge?
You also needtothinkabout how you will attract yourtarget market or make people aware of what
you offer—differentage groups respond to different types of advertising, for example.

If you are considering being a bricks and mortar store, think about where you might wantto be

located to bestfityour potential customers. If you wantto appeal to teenagers, havingastoreina
busy mallis probably betterthan beingina small block of shops.

Tel: (03) 9888 1000 Page 1 of 2 Shop 2, 303 Stephensons Road
Email: admin@wpsmith.com.au Mt. Waverley VIC 3149



SN

: : WP SMITH & ASSOCIATES
Business guide

If you are goingto be an online business, think about how people will find you —will it be through
word-of-mouth, or will Internet advertising be abig component of your marketing strategy?

The nextstepisto lookat your potential competitors. Find out what their respective competitive
advantages are, and examine their pricing and marketing strategies. Looking at their website, local
phone directory advert or printed advertising material is a good start. Many businesses have social
media offerings; check to see if they have a Facebook or Twitter profileto geta feel forhow they
interactonline.

Is there room for you to muscleinand geta large enough share of the marketto breakevenand
start making a profit? Does your product or service really fillaneed thatis not met by the
competition?

If you’'re still answering yes, thenit’s time to crunch some numberstotestif yourideaisreally
viable.

Do the numbers add up?

What costs will youincurin producing the goods or providing the service? What is yourselling price?
How much demand do you anticipate? Isthere enough demand and are the margins high enough for
youto break even afterafew months and then start trading at a profit?

Work out a cash flow forecast using your anticipated costs, selling prices and sales quantities. How
long will it take to build up yoursalesto a pointthat yourbusinessisable to breakeven? How long
before your business starts to generate a profit?

Perhaps mostimportantly, once yourbusinessis established, what sort of return-on-investment will
you get? There’slittle pointininvestingalot of money, time and effortin runningabusinessif you
earnlessthan the returnsyou’d get from putting your money into a term deposit. Is your business
venture goingtodo more than keep you busy? Isit goingto make you money?

Do you have enough money to last until your business is profitable?

If you're satisfied that your businessideashould bringinagood return-on-investmentonce itis
established, the last question you need to consideris whetheryou have enough money available to
meetthe start-up costs, and continue to operate the business until itis turning a profit.

Work out a cash flow forecast to see how much money you will need. Remember, you might need to
rent premises, buy equipment, employ staff and pay salaries, fit out an office, purchase stock or
supplies, and get your marketing campaign off the ground. These costs can add up to a sizeable
amount.

In addition, you’ll need to be able to cover your operational costs and your personal expenses for
quite a few months before you break even orturn a profit. If you’re borrowing money, you will also
needtobe able to make the interest payments when they falldue.

If you’ve answered this with anotheryes, the chances are that you have a viable businessidea. But

before you go charging ahead with entrepreneurial enthusiasm and set up your business, it makes
sensestoformalize your plans and thinking by drawing up adetailed business plan.
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