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Chapter 1 Business Planning Overview

A business plan is a formal statement ( a written document ) of business goals, reasons
they are attainable, and plans for reaching them over a set period of time. A Business Plan
often includes information about your goals, strategies, marketing and sales plans and
financial forecasts. It may also contain background information about the organization or team
attempting to reach those goals.

Business planning is a key part of creating a successful business. Planning helps the
business assesses how good the business idea is and decide what the best way is to make
things happen.

Planning lets the business thinks about what the busiﬁess wants to do, how the business
is going to do it and anticipate mistakes. If the business doesn’t plan, the only option is to
learn as the business goes along—often at high expense.

Effective planning helps the business develop a business strategy that takes into account
what the business is trying to achieve and what competitive threats the business faces. A
realistic strategy will take into account the business’ own skills and the financial resources the
business has.

Whether the business needs to raise start-up financing or no‘, the business should write
the business strategy down as a business plan. Doing this helps ensure that the business have
thought through all the important issues in a systematic way. The Business Plan then becomes
a working tool that the business can use to help it run the business, revising and updating the

plan over time.

1.1 The Role of Business Plan

There are many great reasons why it is worth your time creating a Business Plan. Here
are just seven:
A Business Plan:

® Provides a structured way of organizing your thoughts and clarifying your idea.
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e Helps you set out your goals and spot any potential problems in achieving these goals.

® Gives you a clear strategy to follow when things get busy.

® [s often essential for securing external finance for your business (and is required if
you 're applying for a Start Up Loan).

® Allows you to measure your progress as you go along.

® Ensures all of your team are working towards the same vision.

® Helps you plan for the future.

1.2 Audience of Business Plan

Business plans may be internally or externally focused. Externally focused plans target
goals that are important to external stakeholders, particularly financial stakeholders. They
typically have detailed information about the organization or team attempting to reach the
goals. With for-profit entities, external stakeholders include investors and customers. External
stake-holders of non-profits include donors and the clients of the non-profit’s services. For
government agencies, external stakeholders include tax-payers, higher-level government
agencies, and international lending bodies such as the International Monetary Fund, the World
Bank, various economic agencies of the United Nations, and development banks.

Internally focused business plans target intermediate goals required to reach the external
goals. They may cover the development of a new product, a new service, a new IT system,
a restructuring of finance, the refurbishing of a factory or a restructuring of the organization.
An internal business plan is often developed in conjunction with a balanced scorecard or a list
of critical success factors. This allows success of the plan to be measured using non-financial
measures. Business plans that identify and target internal goals, but provide only general
guidance on how they will be met are called strategic plans.

Operational plans describe the goals of an internal organization, working group or
department. Project plans, sometimes known as project frameworks, describe the goals of a
particular project. They may also address the project’s place within the organization’s larger

strategic goals.

1.3 Content

Business plans are decision-making tools. The content and format of the business plan

is determined by the goals and audience. For example, a business plan for a non-profit might
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discuss the fit between the business plan and the organization’s mission. Banks are quite
concerned about defaults, so a business plan for a bank loan will build a convincing case for
the organization’s ability to repay the loan. Venture capitalists are primarily concerned about
initial investment, feasibility, and exit valuation. A Business Plan for a project requiring equity
financing will need to explain why current resources, upcoming growth opportunities, and
sustainable competitive advantage will lead to a high exit valuation.

Preparing a Business Plan draws on a wide range of knowledge from many different
business disciplines: finance, human resource management, intellectual property management,
supply chain management, operations management, and marketing, among others. The plan
should demonstrate that the businesses understand the market and have thought about what
they are going to offer, whether they need staff or premises, and so on. The plan must include
financial forecasts showing the costs and cash flow the businesses expect and any funding
they need to raise. It can be helpful to view the business plan as a collection of sub-plans, one
for each of the main business disciplines.

A good business plan can help to make a good business credible, understandable, and
attractive to someone who is unfamiliar with the business. Writing a good business plan can’t

guarantee success, but it can go a long way toward reducing the odds of failure.

1.4 Presentation

The format of a business plan depends on its presentation context. It is common for
businesses, especially start-ups, to have three or four formats for the same business plan.

An “elevator pitch” is a short summary of the plan’s execu%ive summary. This is often
used as a teaser to awaken the interest of potential investors, customers, or strategic partners.
It is called an elevator pitch as it is supposed to be content that can be explained to someone
else quickly in an elevator. The elevator pitch should be between 30 to 60 seconds.

A pitch deck is a slide show and oral presentation that is meant to trigger discussion and
interest potential investors in reading the written presentation. The content of the presentation
is usually limited to the executive summary and a few key graphs showing financial trends
and key decision making benchmarks. If a new product is being proposed and time permits, a
demonstration of the product may be included.

An internal operational plan is a detailed plan describing planning details that are needed

by management but may not be of interest to external stakeholders. Such plans have a somewhat
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higher degree of candor and informality than the version targeted at external stakeholders and
others.
A written presentation for external stakeholders is a detailed, well written, and pleasingly

formatted plan targeted at external stakeholders.
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Chapter 2 Layout of Business Planning

The business plan consists of a narrative and several financial worksheets.

The real value of creating a business plan is not in having the finished plan in your
hand; rather, the value lies in the process of researching and thinking about your business in a
systematic way. The act of planning helps you to think things through thoroughly, study and
research if you are not sure of the facts, and look at your ideas critically. It takes time now, but
will help avoid costly, perhaps disastrous, mistakes later.

Pay particular attention to your writing style. You will be judged by the quality and
appearance of your work as well as by your ideas. _

It typically takes several weeks to complete a good plan. Most of that time is spent in
researching and revising your ideas and assumptions. But this is the value of the process. So
make time to do the job properly. Those who do so never regret the effort. And finally, be sure
to keep detailed notes on your sources of information and on the assumptions underlying your
financial data.

The following part will describe in detail the essential sections of a business plan.

Business Plan

Your Business Name
Date

E-Mail

Website
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1. Executive Summary

You may find it easier to complete this section last. It should contain a summary of the
key points of your business plan and why you are confident your business will succeed. Some
of the areas you might want to think about including are: '

e What the business is.

e Who the key people are and what skills and experience they have.

e Why you think it will be successful.

e What product or service your business will be selling and what your Unique Selling
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Point (USP) is.

e Some brief detail of the projected financial performance of the business and how it will

be financed.

We suggest that you make it no more than two pages long. Include everything that you
would cover in a five-minute interview. Make it enthusiastic, professional, complete and
concise.

If proposing for an investment, state clearly how much you want, precisely how you are
going to use it, and how the money will make your business more profitable, thereby ensuring
repayment.

2. General Company Description

2.1 Company overview

What business will you be in? What will you do? General description of the company.

2.2 Company mission and objectives

A mission statement is a short statement of an organization’s purpose, identifying the
goal of its operations. It may include a short statement of such fundamental matters as the
organization’s values or philosophies, a business’s main competitive advantages, or a desired
future state—the “vision” .

A mission is not simply a description of an organization by an external party, but an
expression, made by its leaders, of their desires and intent for the organization. The purpose of
a mission statement is to focus and direct the organization itself. It communicates primarily to
the people who make up the organization—its members or employees—giving them a shared
understanding of the organization’s intended direction. Organizat’ons normally do not change
their mission statements over time, since they define their continuous, ongoing purpose and
focus.

Objectives are the specific outcomes that an organization wishes to achieve by carrying
out its activities. They are the anticipated results of programs of activities, and therefore have
a central role in strategy planning and business planning.

2.3 Organizational structure

If you’ll have more than 10 employees, create an organizational chart showing the
management hierarchy and who is responsible for key functions.

Include position descriptions for key employees. If you are seeking loans or investors,

include resumes of owners and key employees.
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2.4 The management team

Who will manage the business on a day-to-day basis? What experience does that
person bring to the business? What special or distinctive competencies? Is there a plan for
continuation of the business if this person is lost or incapacitated?

3. Market Research and Analysis

No matter how good your products and services are, the venture cannot succeed without
effective marketing. This begins with careful and systematic research. It is very dangerous to
assume that you already know about your intended market. You need to do market research to
make sure you are on track. Use the business planning process as your opportunity to uncover
data and to question your marketing efforts. Your time will be well spent.

3.1 Market Research (Research of prospective customers, Market trend, etc.)

Market research is any organized effort to gather information about target markets or
customers. It is a very important component of business planning.

Market research is a way of getting an overview of consumers’ wants, needs and beliefs.
It can also involve discovering how they act. The research can be used to determine how a
product could be marketed. There are two major types of market research: primary research
and secondary research.

Primary research means gathering your own data. For example, you could do your own
traffic count at a proposed location, use the yellow pages to identify competitors, and do
surveys or focus-group interviews to learn about consumer preferences. Professional market
research can be very costly, but small business owners can do effective research themselves.

Secondary research means using published information such as industry profiles,
trade journals, newspapers, magazines, census data, and demographic profiles. This type of
information is available in public libraries, industry associations, chambers of commerce,
from vendors who sell to your industry, and from government agencies.

Factors that can be investigated through market research include:

Market information: Through market information one can kﬁow the prices of different
commodities in the market, as well as the supply and demand situation. 4

Market segmentation: Market segmentation is the division of the market or population
into subgroups with similar needs or wants. It is widely used for segmenting on geographic
differences, demographic differences (age, gender, ethnicity, etc.), technographic differences,

psychographic differences, and differences in product use.



