Who wants to be a Millionaire?

The home shopping industry is alive with new ventures.   Every week I discover first catalogues from entrepreneurs all over the country.   What are these owners trying to do?

The message is clear:  set out your goals before you start your business.   That will help you plan appropriately and ensure you realise the associated risks.

There are two broad objectives that we see mail order entrepreneurs choose between – “Making it Big” and “A Good Living”.

Objective:   Making it Big

“You’re making a run at it aren’t you? Rolling up a stake and going to Vegas”

“He played it fast, he played it quick...”

A succession of high value trade sales in the 2nd half of the 1990s spawned a generation of thrusting entrepreneurs whose primary goal was to grow a mail order business that could be sold for millions of pounds.   They need to grow fast and they need to make the business big and profitable as soon as possible.   This group is ambitious, risk taking, persuasive, passionate and quick to learn.

What makes a mail order business grow fast?   At it simplest, there are three ingredients:  a product that people want to buy, a large source of names that can be converted to buyers cheaply and cash.   When all three are present, these businesses can be unstoppable.

If the product is not right, the conversion of prospects to buyers is much harder and the return from newly acquired buyers is inadequate.   If the product is great, but customer recruitment is expensive, the cash just disappears quicker.  And finally, if the cash to fund the growth is insufficient, at least until the product range is optimised and the large recruitment pool found, the business will stop dead in its tracks, some way short of financial nirvana.

In planning these businesses, you must plan for success.   This will ensure you have the right people and the right infrastructure in place to manage the growth.   You will also need to make sure that finance for the second and third stages of growth will be available, either through existing share holders or through new investors.

Objective:  A Good Living

“Get your money in when you have the best of it, and protect it when you don’t”

“If you’re too careful, your whole life can become a grind”
Here is the scenario.   You live in a beautiful part of the country, you have a family you want to spend time with, and no desire to slave over a hot desk for the benefit of a faceless conglomerate.   What can you do?

For some on this situation the answer has been to start their own business.   Maybe open a shop, then add a catalogue to reach distant customers.   On first reflection the catalogue option looks quite seductive.   “I’ll just print 10,000 catalogues.   Better not send them out all at once, I’ll never cope with all the orders.   That won’t cost too much and I can use the money from the sales I get to pay for my next catalogue.”  Except in a few, rare cases this does not work.   

Accept the fact that unless you have a wonder product that no one can imitate, it will take time and money to build up a buyer file large enough to generate sufficient profit to pay for overheads and sustainable recruitment levels.   A good living is not about trying to make a business that will sell for millions.   You are trying to grow a company in a very controlled and sustainable manner so that it generates a return on sales that provides a good living for you and your family.   You do not want to sell equity in your company to an outside party because that other shareholder will have a share of those profits and may want a say in how the business is run.

The company may not reach a size where others are attracted to buy it, but that does not matter as long as you are generating a decent return on the capital employed.   How much should that be?   Well it should be at a level where you can enjoy the lifestyle you are satisfied with, and provide for the future when you retire.

The business is likely to be close to home and straightforward to run.   As you grow you may take on two or three valued and trusted managers who take much of the day-to-day work but overheads will still be very low.

You will still need good product, sources of names and cash but the difference here is that you will not be pushing in every department to grow the business as fast as you can.

You will want to find recruitment methods quickly that keep the file growing at relatively low cost but you will not be too concerned if these are limited, just as long as they are sufficient.   The aim here is to reach critical mass without losing all your money and then once profitable, grow it in a sustained and controlled way.

I do not think this option is easier than the “Making it Big” option.  It is just different.   A lot will depend on your early results with product and recruitment methods.   Making it big almost certainly means injection of outside funds (unless you are already very rich) and for some the prospect of outside interference is unacceptable.   If that is the case you must work out, based on early results, how far your own funds and loans will take you.   If they do not get you to critical mass you must reconsider.

At the end of all this where do you get to?

· Millionaires Row – another company comes along and makes you an offer you can’t refuse.   Remember they will probably make you stay on and ensure the continued success of the business, particularly if you had something to do with it!

· Happy ever after – as you glide serenely into retirement with a big pension fund, your eldest daughter confidently running the business, you look back and remember just how tough it was to get started in the old days.

· Grinding it out – for some this is the nightmare scenario, losing money some years, making a little the next, never having quite enough to pay of the bank loan, relax and hire that general manager you need or upgrade your computer system.  This is a form of purgatory, and the worst of all worlds unless something changes to make it better.

· Just shut it down – sometimes closing the business and selling what is left is the only way out. The alternative of injecting more personal funds should only be considered if you believe the business can be successful.   Sometimes an outside view is the only objective way to decide what to do here.

Ultimately, only you can decide what your goal should be.  It is a very personal decision and one that encompasses many aspects of your life, not just the career or business aspect.

As for me, I’m off soon on a business trip to Vegas,  so wish me luck!
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