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This Is a Good Time to Launch the Right Business


Four compelling reasons why entrepreneurs should forge ahead 


By � HYPERLINK "http://www.businessweek.com/bios/Jack_and_Suzy_Welch.htm" �Jack and Suzy Welch� 


Is now the right time to start a business?—Anand Deb, Vancouver 


What? Did we read that right? If so, thank you. In a week when we received a torrent of e-mails from people feeling panicked, irate, and/or depressed about the economy and their careers, your simple e-mail query was a welcome surprise. 


And it was a welcome opportunity for us to realize, well, yes, it could be a very good time to start a business. In fact, we can now think of at least four compelling reasons why. 


We can, that is, if and only if the business you're hoping to start passes one major test. 


It can sell more for less.





																…/Contd 








Jack & Suzy Welch – A Good Time to Launch the Right Business





Jack & Suzy Welch – This is A Good Time to Launch the Right Business Pg 2





Companies Act Online





To be clear, we don't mean a little bit more for a little bit less. In these recessionary times, a new business doesn't stand much of a chance unless it provides a demonstrably superior value proposition than the market's current offerings. Sure, not that long ago, you could still take a competitor's service or product, tweak it or slap on a new feature or two, and persuade customers to buy it at a premium. But with everyone in hunker-down mode, the days of marginal up-selling are gone, and could be for some time to come. That said, if you're an entrepreneur who has actually come up with a product or service that will significantly improve people's lives—for significantly less than the going rate—here's why right now might be the right time to forge ahead. 


Hungry People Available for Hire


First, if there is one thing a startup needs to get out of the gate fast and compete effectively against established players, it's smart, driven-to-win people. And those people happen to be more available right now than at any time in our memory. Now, obviously, layoffs are a terrible, terrible thing, and there are millions of painful human stories behind the unemployment rate of 8.1%. But the fact is, new businesses live or die depending on how quickly they can bring together bright, flexible, "hungry" employees. The current climate, with seasoned professionals and freshly minted MBAs alike looking for work, facilitates that process. 


The second reason that this might be the right time to start a business is related to the first, although it has to do with something more ephemeral: the general urgency and lack of arrogance that most people are feeling these days. The economy's implosion has really taken everyone down a notch. "Masters of the Universe" have discovered they're mere mortals, and people who thought it was all about them have discovered that unless their company succeeds, no one does. Even regular folks have had to confront the fragility of their industries and livelihoods. So not only has today's environment made it easier to hire good people, it has also created among many a new understanding of the importance of true teamwork and unrelenting productivity. Such a "vibe," for lack of a better word, is every manager's hope, but it is an entrepreneur's dream.
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The third reason concerns money—though in a good way. Despite all the news you hear about the tightness of the credit markets, financing for startups does exist, especially for those mentioned earlier that offer more for less. We're not suggesting, of course, that entrepreneurs today can expect the fairy-tale conditions of yesteryear, when money truly did seem to grow on trees. But many regional banks in particular are eager to lend. And venture capital firms are always searching for breakthrough ideas—after all, new businesses are their lifeblood. 


No Time Like the Present


Finally, right now might be the right time to start a business because doing so will position you especially well to enjoy the upside of the eventual recovery. Just think about it. If you start your business now, it will be staffed with smart, energized employees who have learned how to work together to keep costs as low as possible and innovation sky-high. Your company overall will carry no legacy costs. Nor will it bear the monetary and emotional scars of layoffs. You will, in other words, be poised to catch the earliest wave of the turnaround and ride it to the next level. How exciting. 


And how exciting to hear from you, too. The world needs thousands of entrepreneurs asking your question right now, and as many as possible discovering that there may indeed be no time like the present to start anew. Jack and Suzy Welch look forward to your questions. You can � HYPERLINK "mailto:thewelchway@BusinessWeek.com" �e-mail� them and view their new website at � HYPERLINK "http://www.welchway.com" \t "_new" �www.welchway.com�


Companies Act Online Comments 





As entrepreneurs ourselves we were very interested to read this week’s article by Jack & Suzy (putting aside that it was published on 1 April – traditionally a day when jokes abound!). There are some additional points the new owners of business should ponder as well –


firstly what corporate structure is appropriate for your business : if you are starting afresh, make sure that you get it right this time. So, in the South African context explore the benefits and disadvantages of close corporations versus companies (and definitely choose one of them as opposed to merely trading in your own name or in a partnership). Also consider the extent to which a properly structured trust can be used to create further distance from the ownewrship of the business and the risks arising from the day to day operation of the business. Don’t take any shortcuts here – spend some capital and get professional advice!
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Secondly, especially if you are going to use the proceeds of a retrenchment package or cash in some pension funds (not a good idea!) to finance your business, don’t put all your eggs in one basket. Put another way – do not bet the house on one business idea. Rather, keep some cash in reserve, and start smaller than you imagine you can become, and allow the business to grow organically.  Avoid the “going for broke” syndrome! Also avoid the the instinct to impress and “flash”. Hire if you can rather than buy outright in the beginning. Remember – and it will probably be even more apt in the current circumstances, about 90% of new businesses fail in the first year. And Murphy’s law says things always take longer than you first expect them to.





Third, make sure you have all trading licences, permissions and consents and othe legal requirements attended to before you launch. You don’t want some inspector,  municipal official or court official arriving soon after you’ve opened your doors and shutting you down. Once again this is an area where you should solicit appropriate professional help.








Fourthly – watch the cash-flow like a hawk. Remember the adage : 10 pennies income, 9 pennies spent = happiness but 10 pennies income, 11 pennies spent = disaster! Try to minimise extending credit to your customers in the first year of operations – sales alone do not equate to cash-flow until the money is in the bank!





Fifthly, it can be a lonely place out there, but help is all around – you just need to look and above all ask for the help you need. Join your local Chamber of Commerce and similar organisations operating in your region and make use of the abundant resources they provide. Or consider appointing a non-executive director to help mentor and guide you through the initial stages of your business.
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Finally, if the other members of your family are not directly involved in the business – make sure they appreciate, understand and support the reasons you are going in the direction you are. Many entrepreneurs (whether successful or not) have turned around at some point in their journey to share a moment with their families only to find they were no longer travelling on the same road!








Having said that, we can only echo Jack and Suzy’s sentiments – this is a great time to start a business.











Kind Regards


Graeme Fraser and Veldra Morris
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