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Daniel Mitchell

Founder of The Source

Daniel Mitchell has never let a lack of money get in the way
of starting his own business. Brought up in Southend-on-
Sea in a single parent family, he began his first company
selling office equipment at the age of 19. He funded it
entirely on the back of credit from suppliers after he discov-
ered he could pay them 30 days after customers had paid
him.

Unfortunately, his entire experience of business at that
point consisted of 18 months selling equipment for someone
else. Mitchell had no real idea about how to run a company
and after two years his firm went bust. He says: ‘I decided I
could do a much better job of it myself, but I quickly learnt
that I couldn’t. Looking back at it now, I can’t believe I
managed to keep it going for as long as I did. I didn’t really
have a business plan and I didn’t understand cash flow.
Everything was worked out on the back of a cigarette
packet.”

Mitchell was still determined to have a company of his
own, however, and so he took a job with a finance firm in
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London to find out how businesses actually worked. ‘I went
on training courses to find out how to read a balance sheet
and learn about the importance of cash flow’, he says. ‘It
really gave me a good insight into how a company ticks
financially and I discovered it was something that really
interested me.’

After spending a year travelling round America, at the
age of 23 Mitchell decided that it was time to try again. So
in 1993 he set up a company selling computer parts to main-
tenance companies. He explains: ‘I had a reasonable under-
standing of the IT market and I knew that in order to be
successful a business either had to be huge or it had to be
niche. So I chose a relatively high-margin niche market.”
Once again he did it without having to find any cash
upfront, negotiating a three-month rent-free deal on
premises and then trading on suppliers’ credit and borrow-
ing on his credit cards to fill the gaps where necessary. He
says: ‘There was no capital involved in the business. It was
simply a matter of starting trading and getting suppliers’
credit and then reinvesting the profit.’
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He quickly realised he had discovered an untapped
demand and sales took off. But after five years of strong
growth, averaging 35 per cent a year, in 1998 Mitchell real-
ised that the market’s low barriers to entry left his company
increasingly vulnerable to competition. ‘I just couldn’t see
how I could build up the kind of business that I wanted to
build up in the next five years in that particular market-
place’, he says. ‘There were very few barriers to stop my
sales manager going round the corner with a credit card
and an overdraft and setting up in competition to me.’

As he looked around for what to do next, he suddenly
realised that the perfect opportunity lay right on his door-
step. “‘We had handled the insurance claims for a couple of
small clients, so it got me thinking about what actually
happens when an insurance company gets a claim for a
computer’, he says. ‘I rang up an insurance company and
asked if they would be interested in something that took
away the hassle of validating claims and supplying the
computer equipment. The answer was yes. So I rang up
four other insurance companies and it was exactly the same
story.” Inspired by his discovery, Mitchell decided to set up
a business that handled claims on behalf of insurance
companies by validating the claim and then repairing or
replacing the damaged equipment.

The business, which he called The Source, went so well
that after a year Mitchell brought in business angels to
invest £500,000 in the company. By the end of 2000 it was
generating far more income than the original parts busi-
ness. It was, however, a frustrating time. He says: ‘I was
doing loads of administration and working lots of hours
because I couldn’t afford to employ someone to do the
administrative things that needed to be done. But it was an
absolute waste of my time because I wasn’t adding value to
the business. I would have grown the business much
quicker if I had hired someone to help.’
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He eventually realised that the solution was to employ a
chief executive who had been a director on the board of a
FTSE 100 company. It was a sound move. Mitchell says: ‘It
freed me up to be more strategic and more customer
focused, which is what I am good at. It also brought a wealth
of experience as the business grows. If I had my time again,
I would have spent more money on recruiting people earlier
than I did. Success is about customers — but it is also about
the people that you employ.’

In 2001 he decided to sell a majority stake in the original
parts business to concentrate on growing The Source. The
move paid off handsomely. By 2005 The Source had sales of
£35 million and Mitchell sold the business, in which he had
a majority stake, to a private company for a substantial
undisclosed sum. Since then he has concentrated on build-
ing up a sizeable investment portfolio, primarily investing
in residential property and small growing businesses.

At some point in the future he would like to start up
another business from scratch and is keeping an eye out for
the right opportunity.

Fact File W

Date of birth: 13 August 1969

Marital status: divorced with three children

Highest level of education achieved: sixth-form college
Qualifications: four A levels

Interests: motor racing, playing squash, skiing

Personal philosophy: ‘Everything is possible. It is just a
question of figuring out how.’
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Mitchell, now 39, says: ‘There are two things that make
me go into work in the morning. First, I have to enjoy what
I am doing and get a buzz from it and it has to be an intel-
lectual challenge. The second is getting a financial reward
from doing the things I do. I think you make your own luck.
I am an absolute believer that the harder I work, the luckier
I get. I tend to focus on the positive. I don’t really listen to
people saying no. I just work out a different way of doing
something.’
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