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a.- Company analysis: SWOT
With SWOT a Analysis, we are able to understand strengths and weaknesses and to identify
Opportunities and Threats.
You can use it either in a personal or a business context. In a personal context, it can be used
to help you develop your career in a way that makes the most of your talents, abilities and
opportunities. In a business context, it can be used to help you carve a profitable and
sustainable niche in your market.
It is interesting to elaborate a SWOT analysis because it can help you uncover opportunities
that are well-placed to exploit, and to understand the weaknesses of your business. With this
analysis, you can start to create a strategy that helps you make a difference from competitors,
so that you can compete successfully in your market.
You have to consider that strengths and weaknesses are often internal to your organisation,
while opportunities and threats generally relate to external factors.

Strengths
Consider your strengths from both an internal perspective, and from the point of view of your
customers and people in your market.
Also, if you're having any difficulty identifying strengths, try writing down a list of your
organisation's characteristics. Some of these will hopefully be strengths!
Strengths
What advantages does your organisation have?
What do you do better than anyone else?
What do people in your market see as your strengths?
What unique or lowest-cost resources can you draw upon that others can't?
What factors make sure that you "get the sale"?
What is your organisation's Unique Selling Proposition Add to My Personal Learning Plan
(USP)?

Think about your competitors when we talk about strengths. For example, if you have an
innovative product, and your competitors not, you will have a competitive advantage.
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Weaknesses
What could you improve?
What should you avoid?
What are people in your market likely to see as weaknesses?
What factors make you lose sales?
Do other people seem to perceive weaknesses that you don't see? Are your competitors
doing any better than you?

At this point, you have to be realistic. It is better to face unpleasant truths as soon as you can.
You have analyzed the internal part of your business with strengths and weaknesses. Now we
are going to talk about external.

Opportunities
What good opportunities can you spot?
What interesting trends are you aware of?
Changes in technology and markets on both a broad and narrow scale.
Changes in government policy related to your field.
Changes in social patterns, population profiles, lifestyle changes, and so on.
Local events.

Threats
What obstacles do you face?
What are your competitors doing?
Are quality standards or specifications for your job, products or services changing?
Is changing technology threatening your position?
Do you have bad debt or cash-flow problems?
Could any of your weaknesses seriously threaten your business?

4

Internal

Positive

Negative

Strengths

Weaknesses
SWOT

External
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Case study 1
Imagine a start-up small consultancy business that has to develop its own SWOT Analysis:
Strengths
We are able to respond very quickly as we have no red tape, and no need for higher
management approval.
We are able to give really good customer care, as the current small amount of work means we
have plenty of time to devote to customers.
Our lead consultant has a strong reputation in the market.
We can change direction quickly if we find that our marketing is not working.
We have low overheads, so we can offer good value to customers.

Weaknesses
Our company has little market presence or reputation.
We have a small staff complement, with a shallow skills base in many areas.
We are vulnerable to vital staff being sick, and leaving.
Our cash flow will be unreliable in the early stages.
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Opportunities
Our business sector is expanding, with many future opportunities for success.
Local government wants to encourage local businesses.
Our competitors may be slow to adopt new technologies.

Threats
Developments in technology may change this market beyond our ability to adapt.
A small change in the focus of a large competitor might wipe out any market position we
achieve.
As a result of their analysis, the consultancy may decide to specialize in rapid response, good
value services to local businesses and local government.

Do you agree? Can you think of more strengths, weaknesses, opportunities and threats?

Activity 1
Develop a SWOT Analysis, choosing to use it in a personal or business context.
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b.- Industry analysis: PESTLE
PESTLE analysis is a tool used by companies and new companies to analyze their environment
in which they are operating (or will operate). PESTLE is a mnemonic which in its expanded form
denotes P for Political, E for Economic, S for Social, T for Technological, L for Legal and E for
Environmental. It allows you to analyze the environment in which your business will compete
from different views.
You have to ask you some questions that will give you an idea of what things to keep in mind.
These questions are:


What is the political situation of the country and how can it affect the industry in
which you are operating? What are the most important economic factors?



How much importance does culture have in the market and what are its determining
factors?



What technological innovations are likely to pop up and affect the market structure?



Is there any current legislation that regulates the industry or can there be any change
in the legislation for the industry?



What are the environmental concerns for the industry?

All the aspects of this technique are crucial for any industry a business might be in. More than
just understanding the market, this framework represents one of the vertebrae of the
backbone of strategic management that not only defines what a company should do, but also
accounts for an organisation’s goals and the strategies adopted to achieve them.
It may be that the importance of each of the factors may be different in different kinds of
industries.
So we analyze determining factors for a business, related to the industry and all the
environment. The importance of each factor will depend on the industry or market that you
will operate in, but it is imperative for a company that wants to develop a strategy to conduct
the PESTLE analysis as it is a much more comprehensive version of the SWOT analysis.
Here you have all the factor or “letters” of the PESTLE Analysis that you have to know and
describe:


Political: think about the possibilities of the government to influence the economy or
certain industry. For example, in the case of the United States now, new taxes for
imports of foreign countries can be a factor to analyze.



Economic: a determining factor of an economy that has an impact for the company.
For example, the rise of inflation would affect the way companies price their products
and services. Adding to that, it would affect the purchasing power of a consumer and
change demand/supply models for that economy.

7



Social: in this part you analyze the social environment of the market and determining
factors like cultural trends, population analytics, demographics, etc. For example, if I
try to buy a snack made by pork meat in an Islamic country, I have a social issue that
will make me fail.



Technological: we are referring to innovations in technology that may affect the
operations of the industry and the market favourably or unfavourably. An example can
be research and development, the investments in new technological tools,
automation, etc.



Legal: there are certain countries in which laws can affect the business environment.
Also, companies have policies that can affect their image, reputation and selling. For
example, consumer laws, safety standards, labor laws etc.



Environmental: these are all the factors that influence or are determined by the
surrounding environment. This aspect of the PESTLE is crucial for certain industries
particularly for example tourism, farming, agriculture etc. Factors of a business
environmental analysis include but are not limited to climate, weather, geographical
location, global changes in climate, environmental offsets etc.

P
- Political
stability
- Corruption
- Tax policy
- Trade
restriction
- Government
policy

E

S

T

L

- Exchange rates
- Economic
growth
- Inflation rates
- Unemployment
rates
- Interest rates

- Age
- Gender
- Career
attitudes
- Safety
- Health
consciousness
- Lifestyle
- Cultural
barriers

- Technology
incentives
- Automation
- Level of
innovation
- Technological
change

- Antitrust laws
- Employment
laws
- Consumer
protection laws
- Patent laws

E
- Climate
- Weather
- Environment
polices
- Climate
change

Activity 2
Choose three of the “blocks” of PESTLE analysis and develop them, analyzing the different
aspects of each one in relation to your idea.
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c.- Competitive analysis: 5 forces of porter
Porter's 5 forces are frequently used to identify an industry's structure, in order to determine
corporate strategy. These forces are:
1. Competition in the industry;
2. Potential of new entrants into the industry;
3. Power of suppliers;
4. Power of customers;
5. Threat of substitute products.

Porter's 5 forces analysis is frequently used to identify an industry's structure to determine
corporate strategy. The model is used to look for profitability in different segments of the
market. We have to determine our strategy, so we have to know the structure of the industry.

Competition in the Industry
You have to analyze the number of competitors and their ability to threaten a company. The
power of the company is dictated by the size of the competitors and the number of equivalent
products and services they offer. Also you have to look if it’s an industry with a few
competitors but of an important size or an industry with a lot of small competitors to define
the strategy.
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Potential of New Entrants into an Industry
If we need a limited amount of money and time to enter a market, it means that entering this
industry is rather easy. As a result, we need to count on potential competitors, as well as on
new companies that could pose a threat to our position in the market.

Power of Suppliers
Imagine that you are producing a product that needs specific material, which you can only buy
from one supplier. What does this mean? It means that your supplier's power is very high,
given that potential rises in prices can directly affect you. The smaller the number of suppliers
and the bigger the company's dependence upon a supplier, the more power the supplier
holds.

Power of Customers
You have to consider the ability customers have to drive prices down. This is determined by
how many buyers there are in the market and what kind of customers they are. The smaller
and more powerful a client base, the more power it holds.

Threat of Substitutes
If customers can use another product/service instead of mine and this without consequence
for them, I will have a high threat of substitutes. For example, if I produce a type of sugar but
people can use another sweetener, I will have a threat of substitutes.

Activity 3
Analyze your idea/business from the perspective of these 5 forces and the impact on it.
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d.- financial issues
1.- Overview of business finance
At its simplest, financial management is about making sure that you have enough money
coming into the business to cover all your expenses and to make a profit.
The goal of any business is to turn a profit, and in order to do that, you will need to know
how to price your art accurately, deal with money coming in and out, and identify revenue
streams, amongst other things.
This doesn’t mean you should put your art business on hold while you go back to business
school and become a financial expert, it just means that you should read books, take
introductory classes, and talk to people who have already created a thriving independent
business, and you should do these things before launching a business.
1.1.- What is turnover
This is the money generated from selling goods or services - it is also referred to as sales.
You can forecast sales using the following techniques:
•

Number of units x selling price

•

Number of customers x how much they might spend

Case Study: Jewel Rose Enterprise - Forecasted sales
Prices of handmade necklaces, earrings and rings
Products

Price
€ 4.00
€ 2.00
€ 3.00

A
B
C

Forecasted number of
sales (in units)
A
B
C

May

June
500
50
100

July
800
100
300

1000
150
400
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Forecasted number of
sales (in units)
A
B
C
Total

May

June
€ 2000
€ 100
€ 300
€ 2400

July
€ 3200
€ 200
€ 900
€ 4300

€ 4000
€ 300
€ 1200
€ 5500

1.2.- Types of business costs
Business costs can be categorised under two main headings:

Variable costs

• Change in proporiton levels of production/output
(examples: stock and materials)

Fixed costs

• Do not vary with levels of production/output
(examples: insurance, rent and depreciation)

In general, nearly all the costs/expenses incurred wholly for business purposes will be
allowable for tax purposes, with the exception of some expenses, such as the ones related
with entertaining purposes, fines and penalties. This can be different from country to country
and depends on the fiscal law.
This means you can claim back a huge amount of expenses against your tax bills by simply
recording expenses, in the form of receipts and invoices when purchasing materials and
services necessary to your business activities. In some countries you will need a certified
accountant to execute this service.
Some entrepreneurs may have to acquire special tools, props or clothing for health and safety
reasons or to enable them to carry out their performance (if they are a performing artist).
Such items are regarded as tax allowable expenses. The associated cleaning or maintenance
costs will also fall into the category of allowable trading expenses. However, please note that
costs of ordinary everyday clothing, even if they are bought specifically for business use are
not allowable for tax purposes.
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Variable costs
These costs change as sales increase. For
example, the costs of raw materials, packaging
and delivery charges are variable costs as they
change depending on the number of units you
are producing.

Variable costs include:







raw materials
direct labour costs for staff involved
in producing products or delivering
services
packaging
delivery charges
utilities for a manufacturing base or
warehouse

Fixed costs

Fixed costs include:

These are the costs you have to pay no
matter how much or how little you sell.
 office expenses such as supplies,
For example, one of the fixed costs for a
utilities and telephone
shop is the rent. This stays the same
 salaries and wages for you
whether the shop sells one product or
 insurance
thousands.
 vehicle and travel costs
Depreciation and amortization are
 professional fees
considered fixed costs, but their origin is
 rent
related with investment in long time
 marketing expenses
assets, such as machinery, equipment,
 amortizations
vehicles and patents. For example, if we
 depreciation expense on
want to calculate one year depreciation
production equipment and
cost of a machine we need to know how
many years it will last and then divide the
machinery
total investment by that number. Every
year, during the life of this investment, we
should consider this cost in our business financial and economic analysis.
Investment versus cost
In simple terms, the main difference between an investment and a cost is the duration. If we
are in presence of an item that has a life expectancy longer than one year, it is called
investment, if it is shorter, it is a cost.

13

Example of depreciation in an Excel Sheet

Think about the time that you will have the asset working, and the divide the cost of the asset
between years. Contents that you have to know:


Asset: item that you are acquiring



Acquisition cost: total amount of this asset



Useful life (in years): total of years that you will have the asset working



Depreciation: the amount of depreciation that you would have each year.

1.3.- What is profit?
Profit is the money left after business expenses/costs have been deducted from
sales/turnover.

Primary financial aim in business is to ensure a profit is made - without profit a business will
fail.
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Case Study: Jewel Rose Enterprise – Calculating profit
Profit and loss account of Jewel Rose Enterprise
Turnover / Sales
Less expenses
Materials
Rent
Insurance
Vehicle running expenses
Marketing

€ 25,000

€ 10,000
€ 3,000
€ 400
€ 800
€ 1000
€ 15,200
Net profit

€ 9,800

1.4.- What is cash flow?
Cash flow is the money that flows into and out of a business.

Case Study: Jewel Rose Enterprise – Cash flow
Cash flow of Jewel Rose Enterprise
Month
Total Income
Less Total Expenditure

1
1000
1500

2
1500
900

3
1700
1000

Net Cash Flow

(500)

600

700

Opening Balance
Closing Balance

0
(500)

(500)
100

100
800
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Consequences of cash flow problems







Stress
Business failure
Cannot meet financial obligations i.e. pay suppliers
Unable to fulfil orders
Loss of credit terms with suppliers
Need for refinancing i.e. loan, credit card etc

2.- Importance of financial planning
Good plans shape good decisions. That’s why good planning helps to make your dreams come
true.

Identifies
viability of
ideas

Measure
progress

Peace of mind

Helps with
business
decisions

Reduces risk
Importance
of financial
planning

Increases the
chances of
success

Manage cash
flow

Saves money

Cost control
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3.- Types of financial records to keep

Types of financial
records

Money in i.e.
- Invoices
- Till receipts

Money out i.e.
- Receipts
- Petty cash
- Mileage records

Banking in i.e.
- Statements
- Cheque stubs

Best way to keep and make sense of your records and bills?
Good housekeeping is essential here!




Spreadsheets
Paper based systems i.e. cash analysis books
Accounting software i.e. Sage or Quickbooks

You may find using Excel spreadsheets to records your transactions will suffice.

Reasons for keeping financial records
•

Legal requirements of HMRC (keep for 6 years)

•

Tax, VAT and PAYE (Pay As You Earn social contributions) returns

•

Accountancy

•

Financial planning

•

Financial monitoring and control

•

Credit control

•

Cost control

•

Refinancing
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4.- Creative Industries - Routes to Finance
It makes the world go round or so ‘they’ (whoever they are) say. Of course some others say
it’s good old fashioned love. We reckon it’s the sun’s gravitational pull... Anyhow, back to
the money stuff.
If you want to be able to turn your idea into something real, you have to think about the
pennies.
The first questions you need to ask yourself are:


Is that pocket money you’ve been saving since you were 12
going to be enough?



If not, where are you going to get the money you need?

Some organisations such as arts councils have awarded successful applicants with grants for
items such as equipment, travel, research and promotional materials. However, the grant
culture is not suitable to the nature of enterprise, as business is about making money. Often
free money is very handy, but only if it leads to successful economic activities.
Enterprise is supported either by loans, with the idea that the lender is paid back with interest
or by crowdfunding websites such as Kickstarter, where people invest for fun or in return for a
service, product or experience.

4.1.- Grants
This is when you research, find and apply for public and private funding opportunities for
projects. Grants are very competitive, and you have to follow the funder’s priorities which
might not be same as yours. You will also have to wait for grant deadlines to come up. Funders
in the UK include organisations such as the Arts Council, Prince’s Trust, Shell livewire and
Unltd. These vary with every country.

4.2.- Rewards-based crowdfunding
Crowdfunding lets you ask for small amounts of money from a large number, instead of the
usual model of asking large amounts of money from a small number of people.
Rewards-based crowdfunding platforms, such as Kickstarter and Crowdfunder.co.uk in the UK,
ZAAR in Malta etc. have become popular amongst some in the creative industries, and can
work particularly well for technology based and fan-based activities that require low levels of
capital investment at the development stage – such as digital games, music, art projects,
inventions and even the revival of table-top board games.
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Rewards-based crowdfunding is effectively a donation towards the development of a new
project, technology or performance. Funders will not receive a financial return, but will
instead be rewarded with, for example, taking part in a first run, get a mention on your
website, a T-shirt or DVD of a finished film, seeing a first show, receiving a first product or even
beta testing a game or trying out a prototype.
Any crowdfunding campaign begins by publishing a proposal (sometimes a short film or press
release type introduction) about your project, and presenting this on one of the growing
number of websites that are springing up in the field.
At its heart, crowdfunding is a social networking campaign through which you ask people to
pledge small amounts of money to support your project. Generally, the funds are only released
to you if you reach the target for the campaign - otherwise your donors get their money back.
Here you can find a list of the main platforms in different countries:
Portugal
 https://ppl.com.pt/
 Raize.pt
 https://novobancocrowdfunding.ppl.pt/
 https://www.jfenetwork.com/
 https://www.invesdor.com/en
 http://massivemov.com/
 https://www.kickstarter.com/
 https://www.indiegogo.com/

United Kingdom
 www.kickstarter.com
 www.crowdfunder.co.uk
 www.indiegogo.com
 www.hubbub.net
 www.buzzbnk.org
 www.fundit.ie
 www.icrowdfund.ie
 www.seedups.ie

Turkey
 http://ww1.biayda.com/
 https://fongogo.com/
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Italy







https://www.derev.com/
http://giffonihub.com/
https://schoolraising.it/
https://starteed.com/en
http://www.kendoo.it/
https://www.ideaginger.it/

Malta
 www.zaar.com.mt

Spain






https://es.ulule.com/
https://www.verkami.com/
https://www.lanzanos.com/
http://inverem.es/
https://www.arboribus.com/

4.3.- Other routes to finance
Own savings
Start saving – even if it’s just £20 each month, you can build up your own ‘art fund’ to invest in
new materials, attending exhibitions to make new contacts etc.
Loans
This is when money is borrowed then repaid over a period of time, usually with interest. The
total amount repaid is always more than what you originally borrowed. Before taking out a
loan make sure you’ve understood the full cost of any loan (beware of arrangement fees and
interest charges) and the terms of repayment before proceeding. Getting a loan needn’t mean
going to a High Street Bank: community finance providers like credit unions are usually more
accessible to social enterprises, freelancers and small businesses.
Borrowing from friends and family
Some people may ask family or friends for support. If your family or friends can assist you, try
to make a formal arrangement to repay them within a set time-period. It must be clear
whether the money is a gift or if they expect to be paid back! However, borrowing from family
members may not be an option.

20

Sponsorship
Companies can choose to provide money to artists and craftspeople but it’s not just money
that a practitioner needs. Companies can give a wide variety of things, materials or services
that they supply, either for free or at cost price, that can all be considered useful additions to
an artist’s income.
Perhaps there is a shop or materials provider you use frequently, who might be interested in
formalising a relationship with you to support your next piece of work?
Donations
Individuals can donate to your project or cause on e-giving sites such as Go Fund Me
(www.gofundme.com) and Just Giving (www.justgiving.com).
Bartering & Exchange
Bartering involves the exchange of goods and services directly for other goods and services
without using money. It’s probably the most primitive form of trade, and has the advantage
that you don’t need any money to start to make things happen – just a good peer group who
are willing to help you out in return for your skills when they need it.
You might barter some skills with artists, but you don’t have to limit yourself to this. If you can
design a website or paint murals, why not offer these skills in return for help with your
childcare or even driving lessons? Artists have also used barter as a way to build up an art
collection.
Enterprise camps and competitions
Some organisations run enterprise camps and competitions to encourage young people to
engage in idea of starting a business. Competitions and camps offer young people the
opportunity to understand the role of entrepreneurship in the economy, explore innovation,
test their own ideas, and learn what they need to know to be entrepreneurs. Sometimes they
offer cash incentives for start-ups. Potential contact points for enterprise camps and
competitions include:
 Enterprise Agencies
 Youth Clubs
 Schools/Colleges/Universities
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5.- Generating additional income
… Other creative sources
Making commercial art does not suit every artist and many generate further income from
other creative sources such as workshops, residences, community arts, teaching, new
technology, working with a creative business, arts administration or management.
It is worth bearing in mind that very few visual and applied artists thrive on gallery sales alone.
If your work is poetic in nature, i.e. installations, interventions, happenings, then it is unlikely
you will generate a decent livelihood from this form of trade.

…Part time job
Many creative people who set up a business also rely on another
source of income from employment. It can be useful to have a
part-time job during the first years of trading for increased
financial support whilst establishing a practice or creative business.
You could get work that is unrelated to the art world, perhaps
using your creative skills as graphic designers, commercial
photographers, film or video editing, web development,
fundraising or project management.

NOTE
It is perfectly legal to be
an 'employee' of a
business i.e. having a
part or full-time job
working in a shop or
restaurant, and be selfemployed at the same
time.

6.- Who can help?
•

Mentor / Advisor

•

Accountant

•

Tax Authorities

•

Bookkeeper

•

Business Support Agencies

•

Financial tools e.g.
-



Cash flow forecasts
Online calculators

Online learning resource
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7.- Think of the future: Master your money. Sustain your business and make the work you
want
As an artist you may say that money isn't your main concern; many artists don't get into the
arts to make a lot of money. But we all need to pay bills, rent, go on the odd holiday. In
addition to developing and maintaining your business, make new work, travel to see
exhibitions and save for the future - everything that anyone earning a living has to think about.
Spend wisely
 Reduce your expenditure. The less you need to spend, the more choice you have in
spending what you’ve got
 Pay the correct amount of tax and claim any Benefits to which you’re entitled
 Exchange your skills with other artists to avoid spending when you don’t have to.
Know your budget
 Understand your Budget – work out how much money you need to survive, pay the
bills, make work, pay debts – and how much more you need to turn a profit and
develop a career.
 Research Funding options - know what funding you’re eligible for at different stages in
your career.
Make the most of your assets
 Understand what you can sell – (e.g. time, artworks, skills, studio sublets) and for how
much
 Understand when it’s better to give something away – when to work for free or at a
reduced rate – and when you're just getting ripped off
 Know how much you can charge for your time and your work, and how to sell it
effectively
Where’s your limit?
 Find the point where earning money from your practice starts to get in the way of your
integrity
 Do you want to keep art and money separate – or is it a way to make a living and
support yourself?
 Make a decision that’s comfortable for you – but calculate if your practice is costing
you money, and make sure you’re happy with the result
Know your options
 Get to know all the available ways you can get money: grants, loans, sponsorship,
trading, crowdfunding, licensing and working
 Get to know the places you can get money from that are right for you, and what they
look for in applications


Don’t waste your time on chasing money where you’re not likely to get it
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e.- legal issues
Like it or not, if you’re looking to start a business, at some point or another you’ve got to start
thinking about legal bits and pieces. Yes - the red tape. Boring? Daunting? Whatever your
thoughts are, it really needn’t be as bad as you think.
From the off there are some basic things that have to be considered, such as:
• What type of legal structure will the business have?
And of course once you’ve figured that out, then there’s the whole matter of protecting what
you’ve got. Yes, the rather fancifully named Intellectual Property...Copyrights, trademarks,
patents and the like.
• How do you protect your designs, brand, photos or creations?
Then there’s the rules. Whether you are setting up a craft shop or an online retail platform
there are rules and regulations that you’ve got to adhere to.
• Are there local government regulations?
• Are there national or even international rules that apply?
This guide will help you get to grips with all this stuff, pointing you in the right direction of the
people and the places that can help you do the legal equivalent of dotting those i’s and
crossing those t’s.

1.- Types of enterprises to set up
There are a range of legal structures available to businesses and
choosing the right one depends largely on the type of business
and on the personal preferences of the owner.

Most artists,
designer makers
and freelancers
are sole traders

Freelancing and self-employment are the most frequent types of
employment in the creative sector and there are particularly
large concentrations of small enterprises and sole traders in music and the performing arts,
film, TV and radio. Enterprises tend to remain small-scale because of the creative nature of the
activities involved; ‘artist-entrepreneurs’ need to have control over their creativity and the
integration of innovation into their practice. The dance sector, in particular, has a large
number of individual solo artists and dance companies also tend to be small, often touring,
companies.
The rapid growth of the internet and the digital distribution of music, the emergence of on-line
music businesses using the latest technology, have more recently led to an increasingly
significant entrepreneurial role in the main growth areas of the music industry. New markets,
new business models of music distribution in new media are opening up, enabling more artists
to work as cultural entrepreneurs themselves, independently of record companies and
management, retaining their own copyright.
A stronger independent SME music culture and networks to support it are springing up and
similar trends are also beginning to affect the fi lm and broadcasting industries
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The main types of business structure available to businesses are:

Sole Trader
A business that is owned and controlled by one person
Examples: Photographers, journalist, performing arts, web designer, DJs, artists, graphic
designers

Partnership
A business that is owned by two or more people.
Examples: Consultancy company and digital marketing company

Limited Company
A company whose shares are held privately by a small group of people.
Examples: Solicitors, accountants and dentists

Franchise
Franchising is when you buy into an existing business and acquire the right to use an existing
business idea i.e. a franchisor grants a franchisee a licence to use the franchisor’s name,
product or service and branding for a specific period of time.
Examples: McDonalds, Costa Coffee, The Creation Station and Jo Jingles Ltd

Social Enterprise
A business that trades for a social purpose. The profit or surplus generated is usually reinvested
in the company or community rather than being distributed to shareholders and owners. Their
social purpose is absolutely central to what they do.
Examples: The Big Issue and Jamie Oliver's restaurant ‘Fifteen’
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Advantages and disadvantages
There are advantages and disadvantages with each type of legal structure for a business. If you
are starting a business, seek professional advice when choosing a legal structure/status.
Types of Enterprises

Advantages

Sole Trader






Partnership



Limited Company










Franchise








Social Enterprise







Disadvantages

Easy to set up
Don’t have to share profits
Be your own boss
Accounts not available to the
public
Shared responsibilities &
workload
Combine skills & resources
Increased sources of capital
Shared risk
Mutual support
Limited liability
Tax advantages when profits
are higher
Separate legal existence
Can sell shares











Personally liable for debts
Solely responsible
Limited access to capital
No one to share problems with
Difficult to get sickness cover
Shared ownership & control
Shared profits
Disagreements
Reaching decisions may be
harder







Recognised product/brand
name
Training & support
Marketing support
Established practices and
policies
Proven track record
Possible exclusive territory
rights
Meeting a social need
May have access to additional
sources of funding
Can utilise local skills and
resources
Potential volunteer support
Growing trend of ethical
consumerism





Harder to set up
Legal restrictions
More paperwork
Set-up costs
Accounts are made available to
the public
Initial & ongoing fees
Restrictions of the franchise
Relies on the success of the
franchise
May be difficult to sell a
franchise
Control of the franchisor
Profit sharing










Profits are reinvested to achieve
the social mission
No personal gain
Stakeholder scrutiny
Might be viewed as providing an
inferior product or service
Accountability and transparency
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2.- What’s in a name… Business / Self-employed / Freelancer
It’s important to be aware of the term ‘business’. Some people refer to themselves as being
‘self-employed’ whilst others may lay claim to the term ‘freelancer’ which really means working
for companies as a ‘sub-contractor’ rather than as an ‘employee’ for set lengths of time, hours,
days, weeks, months, etc. When you are properly employed by an organisation or business you
are covered by employer’s insurance policy and your income tax and national insurance
contributions are deducted at source. When working as self-employed or freelance you are
responsible for paying your own tax, National Insurance and insurances.

3.- Taking the plunge
Stepping into official 'trading status' can be a big step. From the
moment you decide set up a business or become self-employed, it
can be a good idea to allow some time before commencing; this is
called the 'pre-start-up' period and could last between 8 and 12
months. This time can be used to undertake research and attend
business courses.

Registering as self-employed with fiscal authorities (the Tax Man) is
relatively straight forward, though you need to fully understand the
process. Registering as self-employed shouldn’t be rushed into unless
you have started to sell work, or be paid fees for any other freelance
work such as undertaking workshops, commissions or assisting
others.

NOTE
Organisations
such as local
authorities, arts
organisations,
creative firms,
agencies, shops,
galleries, schools
and colleges
cannot legally pay
artists and
designers unless
they have selfemployment
status.
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4.- Legal and regulatory issues
Whether you are setting up a craft shop or an online retail platform there are rules and
regulations that you’ve got to adhere to.
Some legal regulations include:












Intellectual property
Consumer rights
Distance selling
Health and safety
Insurance i.e. public/product/employers’ liability, motor vehicle insurance
Employment legislation
Disability legislation
Data protection
Food safety
Environmental protection
Lease agreement
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f.- Parts of the business plan
Business plan is one of the most important parts when we talk to create a business. For this
reason, entrepreneurs have to dedicate time to create it, serving as a framework for your
business/idea. Setting goals is a good way to try to achieve it and not to give up. Consider all
the variables so you don’t rush into anything and test your assumptions.
Mentors, business partners or just friend or colleague would have an important role in your
plan. For example, you can ask your friends to look for holes so you can adjust accordingly.
Seeking input is a great way to get an objective view, so don’t forget this step.
The size and scope of your business plan, will depend of your concrete goals. If you
concentrate on your goal (for example, to get investors) you will design your plan in a different
way. For example, if the plan is for you and/or business partners, it doesn’t have to be as
detailed, but you have to set clear your goals.
It depends too of your type of business. For example, a hair salon or a cafeteria aren’t as
complicated as a biotech research company.
And what is a business plan? It's a document in which you describes all the functional areas of
your enterprise, your team, your financial issues, marketing plans, etc. Here you have a list of
the information or the parts that this plan has to observe:


Mission statement and/or vision statement so you articulate what you’re trying to
create: is the general goal of your organisation.



Description of your company and product or service; very detailed.



Description of how your product or service is different; you competitive
advantage. Describe it detailed. For example, if I am thinking in a hair salon, what
is the element that will make it different?



Market analysis, competitors, where you fit, type of market, etc.



Description of your management team (experience, previous projects, etc.)



How you plan to market the product or service;



Analysis of your company’s strengths, weaknesses, opportunities, and threat,
(SWOT analysis)



Revenue projections and financial plan

If this part scares you, don’t be worried about it. In the first step, we are going to find our
break-even point. What is it? The quantity that you have to sell of your product to have zero
benefits (don’t loose and don’t earn money). If we are able to calculate this point, we can
know how many units of our product or service we need to sell.
And how to calculate it? It’s very simple. You have first of all to calculate your fixed costs (costs
that, even if you don’t produce nothing, you would have to pay, for example the amount of
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the rent that you have to pay for the place when you sell your product) and your variable costs
(depending of the production of your product, for example materials).

Now, think about the unit variable cost. It is the variable cost divided into the number of units
that you have sold. You have to consider the price too, because the difference between these
two amounts will be your margin or gain.
Now, you have all the elements to calculate the break-even point.

The X is the total quantity you have to sell, TFC are the total fixed costs, P is the price and V is
the unit variable costs.


Summary/conclusion or executive summary at the beginning of the plan

There are the minimum components, but it is only a guide. Depending on the type of business
that you’re trying to create, you will add some parts, for example environmental police.
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Example 1. - Break-Even point
A mobile phone company with a fixed costs of 750,000 euros, variable unit costs of 220 euros and that
sells those phones at a price of 270 euros, how many phones must sell to reach their profitability
threshold (there would be no losses nor earnings)?
Fixed costs=750.000 euros
Variable unit cost=220 euros
Price of phones=270 euros
Unit margin of each phone= price-variable unit cost= 270-220= 50 euros

Break-Even Point= fixed cost / (price – variable unit cost) = fixed cost / margin = 750.000/50 = 15.000
mobile phones
The company has to sell 15.000 mobiles to start to earn money
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 SELF-ASSESSMENT
1. The SWOT analysis is a methodology for studying the situation of a sector, a
company or a project, which allows analyzing in a single matrix:
a. Its internal characteristics (Weaknesses and Strengths) and its external
situation (Threats and Opportunities).
b. Its internal characteristics (Opportunities and Strengths) and its external
situation (Threats and Weaknesses).
c. Its internal characteristics (Weaknesses and Threats) and its external
situation (Strengths and Opportunities).
2. PESTLE analysis studies…
a. Political, economic, social, technological, logical and environmental
issues.
b. Political, economic, social, technological, legal and ecological issues.
c. Political, economic, social, trade, logical and ecological issues.

3. A fixed cost…
a. Is a cost that have variations depending of quantity
b. Does not vary with levels of production/output during the launching of
your business
c. Has variations with levels of production/output during the launching of
your business

4. Most artists, designer makers and freelancers are sole traders
a. True
b. False

5. Crowfounding…
a. Is a service that allows business to improve their cash-flow
b. Is a way of financing with the support of the banks
c. Lets you ask for small amounts of money from a large number, instead
of the usual model of asking large amounts of money from a small
number of people.

1-a; 2-b; 3-b; 4-a; 5-c
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This training content was designed as part of the Creative InternPrize project funded by the
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