Start up accounting 
Introduction
The purpose of this article is to highlight those areas where an accountant through his own skill and knowledge base can add value to a new creation , whilst at the same time become part of the entrepreneurial team and display skills which are necessary to kick start a business.
Not everyone possesses the relevant skills and can employ there own brand of extreme extroversion, sensory intuition and feel for business processes  when faced with a new start. The Accountant will relish opening up a new spreadsheet and start the number crunching, but does he possess the skills beyond mere number and formula crunching to  help implement the Plan?

What are the unique features of a start up?

Developing an analysis first performed by Audretsch and Thurik in 2004, the difference between a start up and an established business can be  thought of as follows
	Category
	Entrepreneurial activity
	Managed Activity



	Underlying Force
	Change, Innovation
	Continuity

	
	Jobs and high wages
	Jobs or high wages

	Externalities
	Turbulence
	Stability

	
	Diversity
	Homogeneity

	Business Functionality
	Motivational
	Control

	
	Market driven
	Transaction based

	Governance/culture
	Enabling
	Constrained

	
	Targeting
	Bounded


Certainly the Accountant is happier operating on the right of this table, but he does possess the skills  to add value to operating in the  Entrepreneurial environment.

 Start up Accounting is about measuring relativity in respect of the firms operating environment and its relationship with the outside world. A start up is fraught with uncertainty , yet managed properly businesses have blossomed into multi national  conglomerates as a result of managing the growth and aspirations of the Business Drivers, a skill Accountants can develop. Indeed Accountants can bring a touch of much needed reality to start ups and statistics indicate that start ups rarely last beyond five years, a sobering thought which the Accountant has to deal with. Knowing when to pull the plug on a start up is equally important and the Accountant is best placed to provide some realistic thinking in this area.

Where accountants score heavily is knowing the landscape of external Finance .Bhide ( 2000) has developed a taxonomy of new ventures categorised by their growth potential. The overarching  implication of this taxonomy is that 52% of external Financing comes from Banks.

As most new ventures can be thought of as an opportunity for profit creation, then the Accountant is crucial to the concept and measurement of profit and new venture creation.

Research done by the Bettany Centre for Entrepreneurial Performance and Economics at Cranfield has shown that ventures with business plans at start up 

Are Bigger

Grow faster

Have competitive advantage over non planners

They go on to explore the mindset of an Entrepreneur and it is worth repeating here and comparing with  a stereotypical profile of the ‘average’ accountant ( which might be those attributes in parentheses!) In particular start up accounting requires entrpreneurial mindsets that  are

Visionary (  not constrained)

Determined  (  not stubborn)

Focussed  (  not blinkered)

Passionate  (  not cathartic)

Motivated  ( not dull)

Risk Taker  (  not risk averse)

In compiling Business plans the Accountant is conveying hopes, dreams and aspirations to third parties ( usually funders). A good plan is a means of presenting evidence of a good business opportunity and an effective exploitation strategy. Start up accounting brings discipline to this process and force the dreamers to confront reality by analysing key issues.

The role of Accountants
Accountants can make or break a start up dependant on the quality of the plan and the planning process, the business plan throws up three questions which  accountants can answer
Is the project profitable and will it stand up to sensitivity analysis?

Can we raise the finance?

Is the model robust enough to cope with uncertainty?

A good business plan will answer these  questions and will be a good marketing tool for the business per se. The good accountant will see this and display at one and the same time both the entrepreneurial vision and the hard headed realism that is required to get the business off the ground and properly resource the business .

What Skills are required?

Therefore , against this background, how does an Accountant convince himself he has the necessary skills and abilities to take part in a start up accounting?

Self assessment is not easy, in depth introspection does not come easy to Accountants who are used to working in highly regulated and disciplined environments. The key to effectiveness in this area is ability and effort, factors such as lack of alternative income, unappealing working environments, opportunity seeking, or plain better utilisation of talents can bring out the Entrepreneurial spirit. When taking the leap of faith into Entrepreneurship, the Accountant should ask the following

What are my skills?

Technical skills, knowledge of Accountancy , knowledge of Sector/Market/Product

Management Skills ( Marketing, operations, HR)

Personal attributes ( innovative/determined/motivational/inspitrational/communicator)

What are my personal objectives?

To achieve wealth, family, travel, help others
How will I know I am successful?

In short what skills can I bring to this project that will enhance the project and at the same time provide fulfilment?

The accountant is not going to find this introspection easy and indeed knowing where his own personal boundaries are and wanting to increase one’s own capabilities are hard questions for anyone, however self assessment is crucial .

Above all an Accountant must remain flexible in thinking and grow with the business through its various manifestations, and the business will not blossom and grow without firm building blocks and business processes in place which is where the accountant comes into his element- this is the essence of start up accounting, a balance between dreams and reality.

Conclusion

Start up Accounting is concerned with Human Activities, yet despite the significance of behavioural and social dimensions to these businesses it is the Accountant who is crucial to the success as his technical expertise and skill is vital to the very process of raising finance and describing the proposition. Technical prowess apart, the accountant’s personality should shine through in the numbers and assist the entrepreneurial team.
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