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Starting up 
a Start-Up 
Business



Our expertise

Banking & Finance | Charities | Commercial
Construction | Corporate | Corporate Tax
Disputes | Employment | Family & Matrimonial
Immigration | Information Law | Insolvency
& Restructuring | IP, Technology & Media
Planning | Real Estate | Trusts Estates &
Private Client

This information is offered on the basis that 
it is a general guide only and not a substitute 
for legal advice. We cannot accept any 
responsibility for any liabilities of any kind
incurred in reliance on this information.



Laytons act for many investments funds including those established with UK and European 
government money which invest in new businesses. We therefore have a great deal of experience of 
seeing new business and the reasons they succeed and the reasons they fail. 

The pace of expansion for a start up business, and the change 
it goes through in establishing itself in the market place, 
is possibly greater than in any other point of its life.  The 
combination of rapid growth, with little or no money,  can 
lead to a very difficult journey and this only adds additional 
pressure on a business and reduces its likelihood of success.  

From our experience the successful companies often adopt, 
and have the following in common:

1. They know  their market and their 
customers.   
Have you considered a product or service which really 
is for you or for a specific target market.  Is that market 
large enough to sustain your business and is your 
product or service priced in a way that is likely to be 
profitable for you. 

2. They have a clear vison of what they  wish 
to achieve and how they are going to get 
there.  
Write a business plan and use that process to challenge 
your ideas and strategy. Do not be afraid to rewrite 
the business plan when you have obtained further 
information as a result previous draft. 

3. All the directors/owners share the same 
vison of the business.  
Make sure your fellow directors/owners have the 
necessary skills to enable the business plan and that they 
are committed to ensuring the business plan is affected. 

4. The business is correctly financed.  
Most businesses start via personal financing, your family 
or grant income. If you cannot finance the company 
as you would wish alter the business plan to reduce its 
finance requirements. Banks and Venture Capitalists will 
want to see that there is a viable business for them to 
back and they will also want to see that you understand 
that you know the financial requirements of the business 
and have correctly managed those requirements prior to 
opportunity reaching them. Have a 12 months running 
cash flow statement at all times and try to make it as 
accurate as possible. 

5. They are aware of and avoid overtrading.  
In addition to your company failing through not having 
enough orders, it can also fail due to overtrading and 
you being unable to satisfy the growth of the business 
that the business demands. This is the reason that more 
businesses fail immediately after a recession that at any 
one time during a recession. 

6. They protect their intellectual property.  
Often this is where the initial value of any start business 
truly lies. If you are developing a brand or any names 
within the business, let alone the product or process that 
you have created, protect it by way of trademark, patent, 
domain names or company names.  Such protection 
will increase the confidence of banks and venture 
capitalists in your management, as they will see that you 
have identified and protected the valuable assets in the 
business,  and also provide them with security at a  later 
stage should they choose to invest
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7. They have a shareholders agreement.   
Due to the changing nature of a start-up business and 
the high risk of failure, if you have business partners who 
are your fellow shareholders in the business and you 
have a shareholders agreement to regulate a relationship 
breakdown it will assist a quick exit of the business 
partner who wishes to leave and enable the company to 
continue without the relationship breakdown affecting 
the company. Alternatively having a shareholders 
agreement often stops a break up of the business as the 
directors/owners cannot easily walk away and start up 
once again. 

8. They manage their debts.   
Manage your customers and make sure they pay.  Non 
paying customers, by virtue of the fact that you have 
a low turnover have a very large impact on small 
businesses. Every payment counts.  

9. They have flexible property agreements. 
Ensure that you have shorter term agreements as this will 
either reduce your risk of financial exposure in the event 
that your business fails or in the event that your business 
is successful you will then be able to move easily to more 
appropriate premises. 

10. They value their staff and ensure they have 
employment agreements.  
Ensure you have employment contracts with restrictive 
covenants contained in them.  As a start up business 
you are very vulnerable to your staff leaving.  This will 
have a large impact upon you if you are a small business 
with a fewer number of employees and it also leaves 
you vulnerable to creating competitors in the form of 
your former employees.  A new business, at best, only 
has a small number of employees and so they are taking 
a risk in being with a new business and they will have 
a large impact on the business if they leave as they will 
represent a large percentage of the human resource of 
that business. 

11. They get good professional advice and they 
act on that advice.   
Find a solicitor and accountant who you can develop 
a relationship with so that they become an outsourced 
part of your business.  They should have a great 
deal of experience that should help you develop the 
fundamentals of your business and leave you to develop 
the product and the direction of the business. They will 
often be a great source of information as they may well 
of experienced the issue you wish to discuss before and, 
as they are not in the business, may be better placed to 
give an independent piece of advice/better perspective 
on your business.  

12. They understand the strengths and 
weaknesses of their staff and support and 
develop their staff.  
Recognise that your business will grow quickly and 
identify the staff who are the future staff of the business 
and look at ways of motivating them and locking them 
into the growing business. Enable them to be the future 
captains of their areas of expertise as the business 
grows. You cannot offer them an increased salary but 
you can offer them key and senior roles in the business 
and shares in the company or options for shares, in the 
company.  

13. They understand that recruitment is an 
ongoing process and not one to engage in 
when you just need to fill a positon that is 
vacant.   
The best people for you to work with do not merely 
come onto the market when you are looking to fill a 
position. You should therefore make it part of your 
routine to meet as many potential recruits as possible 
and you should establish relationships with the 
appropriate recruitment companies to find the right staff 
for your growing business.
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About the Author

Barney Leaf
barney.leaf@laytons.com

Barney is a Partner in the Corporate & Commercial group in 
our Manchester office where he has been based for the last 
20 years. His work centers on the acquisition, development 
and disposal of small and medium-sized businesses in a 
variety of industry sectors. In particular his work includes: 

• Corporate finance - asset finance; acquisition finance; 
equity participation/investment (working for both 
the investing fund and the investee company) and 
general banking;

• Transactional work - acquisitions/disposals, joint 
ventures, management buyin /buyout;

• Corporate governance - company secretarial, private 
company Companies Act compliance;

• Shareholder and Partnership disputes

Barney has a vast experience of many different sectors 
including retail, bars and leisure, telecoms, recruitment, online 
trading and IT. 
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Our Commercial Law Offering

They recognise:

• Our technical expertise with our highly experienced 
partner-led team supported by a growing team of 
superb and enthusiastic junior lawyers

• Our ability to grasp, quickly and accurately, technical 
and commercial imperatives and to use these to 
inform our legal advice

• Our speed of response, flexibility of approach and 
our values

• Our enthusiasm for their sector and the challenges 
and opportunities it produces

Delivering Results

• Competition Law
• Computer & Software Agreements
• Confidentiality
• Consultancy
• Data Protection
• e-Commerce
• International
• Licensing & Franchising
• Outsourcing
• Product Safety
• Strategic Alliances
• Supply Chain
• Technology Development, Exploitatiom & Transfers

Our Commercial Group is focussed on supporting businesses in high-tech industries.



© Laytons Solicitors LLP which is authorised and regulated by the Solicitors Regulation Authority (SRA Nº 566807). A list of members is available for inspection at the above offices.

www.laytons.com

Manchester
22 St. John Street 
Manchester M3 4EB
+44 (0)161 214 1600
manchester@laytons.com

Guildford
Ranger House, Walnut Tree Close 
Guildford GU1 4UL
+44 (0)1483 407 000
guildford@laytons.com

London 
2 More London Riverside
London SE1 2AP
+44 (0)20 7842 8000
london@laytons.com
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