O Failte Ireland Business Tools

Start a Hospitality Enterprise

A guide to help you think about key planning

considerations which are frequently overlooked when

starting a new hospitality enterprise

Starting your own hospitality enterprise is undoubtedly a challenge and should never be
entered into lightly or without due consideration. That said, with a feasible idea, effective

planning and strong determination on your behalf you can and will succeed.

To help you as you take the first steps on this exciting journey, Failte Ireland has
developed a range of guides and tools to support you. This particular document should be
seen as a ‘gateway guide’ and is designed to be considered at the early planning stage; it
will help you to reflect upon important initial questions which will impact on the journey that

lies ahead of you.



So you want to

Start a Hospitality
Enterprise?

This guide is more concerned with questions than answers at this stage. It is not
intended to provide you with detailed guidance on what needs to be done, that will
be available elsewhere in the Failte Ireland web-site; instead, it is focused on
helping you to think about key planning considerations which are frequently
overlooked by those starting new businesses. The questions are shown here:

7. How will
you gain and
retain
customers?

6. What will
be important
if you are
employing
people?

5. What do
you need to
consider
about
Finance?

1. Are you
ready for this?

2. How
advanced is
your idea?

Starting

your own

enterprlse 3. What help

is available?

4. What will
be required in
terms of
planning?

When you have reviewed these questions and taken a more holistic view of what is
required to launch a successful tourism business, you can then find comprehensive
guidance on the remaining sections of the Failte Ireland site.



“If you
can
dream it,
you can
do it.”
Walt
Disney,
film
producer

Failte Ireland
provides a
range of
training
programmes to
help with the
skills needed to
start a tourism
business. Find
out more here

1. Are you ready for

this?

Being your own boss is a rewarding
experience, but it's also extremely hard
work and places a significant amount of
pressure on your shoulders. Not
everyone has what it takes to succeed
as an entrepreneur and there is no
shame in not choosing to set out on
your own. That said, setting up a
tourism business is not solely the
preserve of a select few and with strong
motivation, a broad range of skills and a
lot of common sense, it is within the
capabilities of many. Think about the
following questions to help you decide if
setting up your own business is really
the right move for you:

Why are you doing this?

You may be setting out on this journey
because it's something that you have
dreamed about for many years, or
perhaps you are simply doing so out of
necessity. Maybe you have another
reason entirely for taking the plunge.
There is no such thing as a ‘correct’
motivation for setting up your own
business, but you do need to have a
strong desire to do so — it is that
passion which will carry you through the
tough times. If you feel that you are in
some way being forced into this,
perhaps by circumstance, or if your
heart isn't 100% set on this path, then
you need to stop now and think long
and hard about whether you have the
strength of motivation necessary to
sustain you through the ups and downs
that will undoubtedly arise.

If you are anxious about what lies
ahead, recognise that this is normal and
a good thing in many ways, so don't let
that put you off. You can manage the
natural anxiety and fear associated with
starting a business.

However, not feeling a strong passion
for setting up a business is an entirely
different matter and if you don't have
that sense of passion, then maybe this
is not the best route for you.

Who is supporting you?

Every business owner needs support,
both emotional and financial, and you
should consider this issue now if you
haven't already done so. Are your close
family and friends fully behind what you
are planning to do? How do they feel
about it? Have you discussed your plans
with them, particularly your nearest and
dearest who will be directly impacted by
the decisions you take from now on?

At this point, have you also considered
what funding you will need and where
you might get help on that front? Sure,
you may not have concrete financial
plans in place as yet, but even now it's
good to know what funding doors could
be open to you and which ones are
likely to be closed?

What skills and attributes do
you have that can help you to
develop the business?

Take a moment to conduct a simple
exercise: find a piece of A4 paper and
draw a line down the centre. On the left
column, list all the skills and attributes
you currently have which you believe
will help you in setting up and running
the business you are thinking about.
Then, on the right hand side, list what
you think you lack in terms of skills, or
identify any negative personal attributes
you feel could act against you as you
move ahead. Of course, this is all very
subjective, but be as honest as you can
about yourself.


http://www.failteireland.ie/Training-Workshops.aspx#searchtext=&

When you have the list finished, why
not show it to someone you know and
trust in a work setting and ask them to
give you feedback on the points you
have prepared? It's probably best not to
ask a family member or a friend for this,
as it's very difficult for them to be fully
honest with you. After you do get
feedback, make a plan as to how you
will protect your identified strengths
and, more importantly, address any
personal areas for development you

might have highlighted.

All  business owners are naturally
different people but a common trait
seen in all successful entrepreneurs is
their strong self-motivation and how
they have people behind the scenes who
are there to support them as they face
the challenges.

How do you feel now having considered
the above questions?

2. How advanced is

vour idea?

What's your idea?

Think again about what you are
proposing. Is it an entirely new idea, or
a variation on an existing business?

Maybe it is not a new idea at all, but a
tried and tested one? What markets is
your proposal targeted at? Is it for local,
domestic or overseas markets, or a
combination of all of these?

These are important questions to think
about as you start to put more ‘meat on
the bones’ of your idea because your
business needs to be designed entirely
with your customers in mind; they must
be at the heart of everything you do
from here on.

Particularly if you have come up with
what you believe is a fantastic new idea,
ask yourself why nobody else has tried it
before? Is it feasible, can you make a
decent living from it and are the returns
worth the effort?

Some budding business owners hit on
what they think is a great new idea, but
upon closer inspection they learn that
whilst the idea is sound in principle, it's
not so workable, or profitable, in
practice.

What research have you
done?

Even if your idea is still at the inception
stage, you should at least have done
some basic research to serve as an
indicator of the validity of your idea.
What have you done in terms of
research? What have you found out to
date? One of the dangers for people
setting up in business is that they are so
eager to ‘get going’ that they do some
skimming research but little else. In
fact, they have often made up their
mind that they have a good idea so they
either don't feel the need for the
research, or worse still they massage
the research simply to support the
conclusion they have already made. As a
result they miss, or ignore any warning
signs thrown up by the research.

Getting 'too close’ to your idea is
extremely dangerous. Sure, it's good to
be determined, essential actually, and
it's important not be swayed by every
negative comment or less than glowing
finding you make, but at the same time
there is a major difference between
being determined and being blinkered.
What independent third parties have
you consulted about your idea? What
was their view?

Find out about
trends in
demand for
tourist
attractions here

Find information
on tourist
numbers to
your region and
their profile
here

Get an insight
into Cultural
tourists from
the four main

overseas
markets
(France,

Germany, the
UK and US)

here

Get a more
thorough
analysis of the
main overseas
markets and
what they are
interested in
here


http://www.failteireland.ie/Research-Insights.aspx
http://www.failteireland.ie/Research-Insights.aspx
http://www.failteireland.ie/Marketing-Opportunities/Expand-Your-Marketing-Toolkit/Attract-Cultural-Tourists.aspx
http://www.failteireland.ie/Market-Your-Business-With-Failte-Ireland/Expand-Your-Marketing-Toolkit/Sell-to-Overseas-Markets.aspx

The Department
of Jobs,
Enterprise and
Innovation have
a website which
has a useful
guide to
regulations that
can relate to
businesses in
the hospitality
industry

By the way, if you are basing the
potential for your idea on a calculation
that estimates the overall market as
being X and you believe that you can
get Y% of that market be very careful
with that sort of guestimating.

Let’s look at a simple example of what
you should avoid. Imagine that your
business proposal was for a new B&B
targeting UK holidaymakers and
through research you found out that
around 30,000 British visitors come to
your area each summer between June
and September. Now, some new
business owners make the mistake in
believing that if they could attract even
a small proportion of the overall
market, say 1%, that they would be on
to a winner; in this case that would
mean 300 guests for the period.
Anybody can get 1% of the market
right? Actually, no, that’s not the case
at all for many reasons. For example,
maybe, of that 30,000 visitors, only
5% (1,500) use the B&B product, so to
get 300 guests you would actually have
to capture 20% of the summer market
and that’s an unlikely proposition.

So, be very careful with ‘brush-
stroking’ when it comes to estimating
what the potential for your business is.
It's much better to start at zero
customers and work out how you can
realistically build your base from there.

Is it easy or hard to set up
what you are proposing?

Some businesses are relatively easy to
establish in terms of the amount of
regulations and red tape involved;
others can be very daunting in that
regard. The situation with respect to
insurance is also another important
factor to consider: for example, some
fields like water sports, or
activity centres are fraught with
health and safety concerns and
insurance challenges.

Be very clear from the outset as to the
likely barriers you will face and
whether the potential returns in the
business will make overcoming them
worthwhile.

Who are your likely
competitors?

It is rare that you can set up a new
business for which there will be no
competition so it's important you are

1
ask lots of

qguestions about
your competitors
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very clear who your likely competitors
will  be. Of course, for some
businesses, competition can be just
down the street, for others it can be in
another region or even country. For
online enterprises, the competitors can
be based at the other side of the
world. You need to ask lots of
questions about your competitors and
one of those is what will you do that is
better than what they are offering?
What's going to be special or unique
about your proposal? What can/will
you do to set your business apart from
the competition?

It's exciting to have what you believe is
a good business proposition, and there
is no harm in that. Where the harm
can arise, though, is when you become
obsessed with your idea to the extent
that you either fail to explore the
downsides or completely ignore them
when they stare you in the face. You
have to look at what you are planning
with hard, objective eyes.


http://www.djei.ie/aboutus.htm

3. What help is

available?

Thankfully, you are not alone when
seeking to establish your business and
there are plenty of sources of advice,
assistance and even funding available
for particular tourism businesses. Yet,
despite all the help out there, many new
business entrants don’t go to the trouble
of finding out what support could help
them to lighten the load. What sources
have you identified so far? Here are
some sources to consider:

What Government/
Departments and Agencies
might help you?

There are lots of support options
available from various government
agencies which can advise and guide
you on issues such as registering a
business name and setting up a
company to registering for taxation.
Failte Ireland offers a wealth of online
and direct support for those seeking to
establish enterprises in tourism and that
is certainly something to explore.
Equally, there is also useful advice on
self-employment available from places
like the Citizens Information Board.

Have you spoken to your
Local Enterprise Office?

An important contact point is your Local
Enterprise Office and if you haven't
already paid them a visit then you
should do so as a matter of priority.

What information can you get
from Banks and Lending
Institutions?

Banks can be a useful source of

information and often produce useful
start your own business guides and
templates, particularly in areas such as

business planning and financial
management.
What Trade/Sector

Associations could you join?

There are many bodies established to
represent particular aspects of tourism
and you should make contact with the
most relevant one for the type of
business you are planning to establish.

These bodies will be very familiar with
the challenges you are likely to face and
can supply you with data on the sector
which can help with business planning.

Online Resources

In addition to the comprehensive
Business Tools available online from

(1
there are plenty

of sources of advice
for businesses
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Failte Ireland, there is an endless supply
of guides, templates and advice
available online which you should make
full use of.

There is any amount of advice available
to you as you seek to set your business
so it is important to make full use of it.

Your proposed
business name
must be
unique. Check
the register of
companies
using the
company
search facility
on the CRO
website and for
information on
business
structures

The procedures
involved in
registering for
taxes and
meeting
taxation
obligations can
be found on the
Revenue
Commissioners
website


http://www.cro.ie/
http://www.cro.ie/
http://www.revenue.ie/en/index.html
http://www.revenue.ie/en/index.html

Our practical
guide explains
why you need a
business plan
and provides
practical
guidance on
how to write it.
Find out more
here

You can also
use a template
to prepare a
professional
plan for your
business. Find
out more here

“It's not the
plan that is
important,

it's the

planning.”
Dr Graeme

Edwards

4. What will be
required in terms of

planning?

You are likely to already be aware that
you will need a business and marketing
plan for your business. However, a
common mistake for new business
entrants is that they develop the plan
because the ‘bank’ needs it or because
they are told that they have to submit
one as part of an application for some
form of assistance or funding. All of
those requirements may well be
necessary, but first and foremost your
business plan is designed to assist you.
It will:

O Help you to put your ideas
down on paper — once seen in
black and white, business proposals
often look more, or indeed less,
appealing.

0 Help you to identify the
strengths and weaknesses in
your idea — often when something
is in our head it's easy to focus
solely on the good points — it is
natural to put the bad news to the
back of your mind. Business
planning is about identifying the
weak areas as well and then, from
that, devising ways to overcome
them. By preparing the plan it's
harder for you to ignore the
downsides.

0 Help you to think longer term
as regards your business — many
new businesses fail to think beyond
the first year and as a result the
owners put all their eggs in one

basket, assuming that they will
make enough of a return in the first
year to keep going into the second
and so on. That rarely happens so
you need to be planning for three
years ahead so that you can ensure
you have the funds and resources
necessary to really establish the
business.

Help you to think of things you
might otherwise miss — by its
very nature, formal business
planning requires you to think
holistically about the proposal and
as a result you may well pinpoint
challenges and concerns that might
otherwise be overlooked. For
example, many small business
owners underestimate staffing
requirements, or believe that
because they will only employ one
or two people that *human
resources’ isn't really an issue for
them. Whether you have 1 or 100
employees, you need to provide the
appropriate terms and conditions for
them to flourish and this needs to
be planned and budgeted for.

Help you to define the true cost
of establishing the business — it
is not uncommon for start-up
business owners to overlook some
costs associated with the business,
particularly with regard to those
expenses associated with their own
time involved with establishing and
running the business. This is a


http://www.failteireland.ie/Business-Plan-Online-Guide/How-to-create-a-business-plan.aspx
http://www.failteireland.ie/Develop-Your-Business.aspx

mistake. Sure, by not factoring in 0 Help you to reduce the risks

your time (or that of family involved — planning cannot
members) into the cost side of the eradicate risk, but it does help
equation, that may make the to reduce it by first identifying
financial picture look healthier but in the potential pitfalls and

reality it is a false economy because then by preparing effectively to
you are not showing the true cost of ensure they are addressed as best
the business. you can.

What should be in your plan?

In terms of what will be required in your plan, regardless of the scale of your
proposal, you should address the following content areas:

Business contact details

Business owners/directors details
Business description

Products, services, customers and marketing
Customers

Marketing

Staff details

Legal status

Names of advisors

Suppliers

Business assets

Business risks and response to risks
The project

Request for finance

Financial information

[y

Often when small business owners see such headings they imagine that this level
of detail is far too excessive for what they are proposing, but that is an incorrect
assumption. All these areas must be considered when planning a business of any
scale, but that does not mean your business plan must become a long-winded and
unwieldy document; no, brevity is fine and it's a matter of the quality of content
rather than the quantity of it.

“Planning is
an unnatural
process; it is
much more
fun to do
something.
The nicest
thing about
not planning
is that
failure
comes as a
complete
surprise,
rather than
being
preceded by
a period of
worry and
depression.”
Sir John
Harvey-
Jones,
former
chairman of
ICT



There is no
direct funding
available from
Failte Ireland

for business

start-ups at this

time. A number

of other funding
opportunities
exist through
the following:

Local Enterprise
Office provides

information on
access to
finance for
small
businesses.

The National
Rural Network
acts as a source
of information
relevant to rural
development in
Ireland.

Failte Ireland
facilitates the
EII tax incentive
scheme
(formerly the
BES scheme).
Find out more
here

5. What do you need
to consider about

Finance?

Every business is different so the
financial model and scale of funding
required to get things up and running
will naturally be different. That said,
there are many common financial
considerations which are applicable to
all new businesses:

Where will you get the
required funding?

The most obvious question for a start-
up enterprise is what funding is needed
to get it off the ground, so your first
concern is to accurately define the start-
up financial support needed bearing in
mind that you need to consider the first
three years of operation as the business
finds its feet. With that established, the
next question to be answered is where
will that funding be sourced? At any
time, but particularly in the current
climate, sourcing the necessary funding
is difficult and this further strengthens
the need for having a viable and
informative business plan, based on fact
not fantasy, which can help persuade
potential investors or lenders of the
attractiveness of your proposition.

If you are proposing to source the
necessary funds from family members
and/or friends, you should ensure that
this has some degree of formality
attached to it. There are countless
examples of where personal
relationships were damaged beyond
repair due to conflict that arose as a
result of loosely constructed financial
agreements between a business owner
and his/her relatives and friends.

What financial system
requirements do you have?

It doesn't matter what size or type of
business you are planning, you will still
need an appropriate financial system to
ensure that you can manage the
finances relevant to your operation.
Frequently, new business owners lack
skills in this area and that is not
necessarily a fatal problem, but failing to
make alternative arrangements to
compensate for those shortcomings
usually is.

Another difficult reality for small
business owners is that they cannot
afford to employ anyone to ‘do the
accounts’ so this is an additional task
that takes up a significant proportion of
their already limited time. Yes, there is
now plenty of user-friendly financial
software available to ease the burden,
but you should be aware of what must
be done and how to do it; then you
must factor in the time required to
undertake that work and it's advisable,
where possible, not to fall into the habit
of doing such work on personal time, or
late at night as lack of down-time is
proven to cause frustration and burnout
for the small business owner.

What financial reporting
requirements do you have?

Linked to the above point is the need for
appropriate  and timely financial
information to help you make smart
decisions for your business. You must
put the necessary systems and


https://www.localenterprise.ie/
https://www.localenterprise.ie/
http://www.nrn.ie/
http://www.nrn.ie/
http://www.failteireland.ie/Develop-Your-Business/Identify-Available-Funding/Employment-Investment-Incentive.aspx

procedures in place so that you
generate the data which gives you a
holistic view as to how the business is
performing at any given time.
Unfortunately, many small business
owners do not have that depth of
understanding so the answer to the
question, how are we doing financially?
often comes too late.

In addition, some small businesses only
produce historical or end-of-year
accounts which, whilst useful and
necessary, only really tell you what has

happened: it's too late to fix any
problems that may have arisen.
Financial projections, particularly as

regards cash flow, are therefore also
vital to support decision-making so you
need to give some thought to what
management information you will need
— and this applies no matter how small
the proposed business is.

those of another business. Applying a
‘price copying’ strategy in terms of your
business can prove to be a very unwise
move, so you need to be clear as to
what level you need to set your prices at
in order to build a sustainable business;
and as mentioned earlier this should
include ensuring that you, and any other
family members, receive adequate
compensation for time and effort
devoted to the business.

71
strong financial

management is

Get an overview
from Revenue
of tax issues for
business users,
including PAYE
employers, and

often the difference
between business
success and failure

What taxation considerations
are there?

This is a critical area to consider not
only from a compliance perspective but

maintaining VAT records and payments ” of the Self
can be a labour intensive process and Assessment
the requirement to make regular VAT system as it
returns can mean you have to pay applies to
significant amounts every couple of Income Tax and
months which, if not budgeted for, can Capital Gains
place severe financial pressures on the Tax

business.
These are just some of the financial

What will be your pricing
strategy?

This is another challenging area for new
business owners and many operators
fall into the trap of modelling their
pricing strategy solely on that seen in
competitors. Of course, you do have to
consider what others are charging for
similar  products/services, but your
prices should be based on your cost
base and margin requirements, not

considerations you must address but
already it is vital that you appreciate
that strong financial management is
often the difference between business
success and failure.

There have been numerous examples of
start-up enterprises failing not because
the idea was wrong, or due to bad
execution of plans, but simply because
poor financial management meant the
owners ran out of cash to fund daily
operations. Don't let that happen to you.
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http://www.revenue.ie/en/business/index.html

Every employer
is legally
obliged under
the Terms of
Employment
(Information)
Act, 1994 and
2001 to give
certain
information in
writing, i.e. the
important
elements of an
employee’s
terms of
employment
within two
months of the
employee’s start
date. Find out
more here

6. What will be
important if you are
employing people?

As touched upon earlier, whether you
are planning to employ 1 or 100
employees, there is a range of
obligations that you must adhere to. In
addition, if you want to get the most
from those employees, be they full- or
part-time, then you must lead and
manage them appropriately and provide
the right work environment which
maximises  their = motivation  and
commitment. Considerations here will
include:

What employment legislation
will you have to contend
with?

You are likely to be aware that there will
be various laws governing everything
you do in the area of employment, but
are you fully clear on just how many
regulations apply, and the extra
workload - and indeed potential costs —
in complying with them?

What will you do to maximise
the effectiveness of your
recruitment and selection
efforts?

This is a vital concern for you because if
you can find the most suitable
candidates for the positions you need to
fill, then managing those employees and
maximising their contribution to the
business becomes much easier. Too

many business people simply do not pay
enough attention to this area and as a
result fail to recruit the right people,
which in turn makes running the
business infinitely more difficult. In
addition, it is often believed by those
starting-up in business that interviewing
candidates is ‘easy’ but it most certainly
is not; effective interviewing is a skill
and to do it well - and to comply with
relevant legislation - requires training in
a range of proven interview and
selection techniques. Have you had
interview training in the past? If not,
how do you propose to improve your
skills in this area?

What terms and conditions
will be applicable for
employees?

Regardless of the number of employees
you need in the business, and in line
with the various legislation concerns
highlighted above, all employees have
rights and entitlements (and obligations)
and as an employer you must ensure
that you comply with all requirements in
this area. This, for example, might
involve planning for the provision of
facilities such as changing rooms, or
operational concerns such as providing
meals for employees, and these are all
additional  capital and/or current
expenses which need to be factored into
your plans.
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http://www.workplacerelations.ie/en/

7. How will you gain

and retain

customers?

Nothing matters more than your
customers, so this is a critical area for
you to focus upon — not just in planning
the business but every single day when
you are up and running. One of the
advantages of a small business is that
you can get very close to vyour
customers, but don’t imagine for one
moment that they are going to be
satisfied with ‘friendly service’ alone,
although that is of course Vvitally
important. No, customers today are very
demanding and highly sophisticated and
whilst they don't expect you to have the
same systems and procedures as a big
business, they do expect similar levels of
professionalism and high standards of
quality and service regardless of the fact
that you are a small operation. So, you
need to think about:

Who are your customers?

Have you at this stage identified who
your likely customers are going to be? If
not, then you need to really turn your
attention to this issue. You cannot plan
and develop your offering without being
very clear as to who the end user will
be. Equally, you can never hope to
market successfully to those customers
until you know precisely who they are
likely to be.

What are their needs and
expectations?

There is really no such thing as a ‘typical
customer’ these days, but rather
different types of them, each with
separate needs and expectations. Small

business owners often fall into the trap
of viewing their customers’ needs as
being largely homogenous, but they
most certainly are not. Yes, there are
common customer expectations such as
friendly service, good quality and so on,
but each customer segment will have its
own unique requirements and it is those
specific needs you want to first define
and later respond to.

How will you ensure you
respond to those needs?

The key to success for a small business
is the ability to offer a ‘tailored’ service
which exceeds customers’ expectations.
This may sound easy to achieve on
paper but it is a massive challenge to
achieve focused and high quality service
on a continuous basis. Setting your
business apart from the competition will
therefore require you to have defined
systems and procedures in place which
deliver the required consistency, but at
the same time do not over-formalise
your service to the extent that it loses
its personality and spontaneity.

How will you measure your
success?

Feedback is important in all aspects of
business life and particularly in relation
to your customers. Feedback
mechanisms do not have to be overly
complicated but they must provide you
with timely and accurate information on
how your customers feel about the
experience you offer.

“If you work
just for
money, you'll
never make it,
but if you love
what you're
doing and you
always put
the customer
first, success
will be yours.”
Ray Kroc,
McDonalds

“The purpose
of a business
is to create a
customer.”
Peter Drucker,
management
consultant,
author
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Conclusion

These seven questions are not intended
as an exhaustive list of concerns, but
are simply designed to get you thinking
about important drivers of success for
start-up companies. Hopefully you will

where you can gain access to a wealth
of information in areas such as:

0 How to Develop a Business Plan
0 How to Market your Products and

now have greater focus on what lies Services
ahead than you did before reading this O How to Recruit and Lead your
document. Now, you probably want Team _ _
more answers and guidance to help you = E)c(’é’élfgnzgov'de Customer Service
progress your plans and Failte Ireland O How to Make Sound Finandial
has a range of tools and resources to Decisions
help you. On the Business Tools page, 0 How to monitor Ongoing
you will find the following portals Performance
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http://www.failteireland.ie/Develop-Your-Business.aspx

This guide has been provided to you as
part of Failte Ireland’s suite of guides and
templates.

Please note that these resources are
designed to provide guidance only. No
responsibility for loss occasioned to any
person acting, or refraining from action, as
a result of the material in this publication
can be accepted by Failte Ireland.

The user shall not market, resell, distribute,
retransmit, publish or otherwise transfer or
commercially exploit in any form any of the
content of this guide. For a full version of
the disclaimer, go to the Failte Ireland
website.

Failte Ireland
88-95 Amiens Street
Dublin 1

www.failteireland.ie

© Failte Ireland 2013
BT-SHE-C1-0913-4
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