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Introduction

All businesses, big and small, established or soon to start, need to know where they are going, both commercially and financially, over the coming months and years. The easiest way to achieve that know-how is to put together a business plan.

What is a business plan?

This is a document that sets out what the business does, or plans to do, where it wants to go, and how it is going to get there, and when. In many ways, it provides a summary of where your business is now, where you want it to be and a framework for going from ‘here’ to ‘there’ successfully.

A business plan has many uses. As often as not, it is only ever produced when the business needs to raise finance and a bank asks to see one. It can be used to attract investment in a business, perhaps from a would-be partner. It can also be used to encourage assistance in other ways: to show a prospective landlord, for example, that this is a solid and growing, here-to-stay business.

Surprisingly few entrepreneurs put together a business plan just for their own use – and perhaps this is a contributory factor in so many business failures. If a business does not have a clear idea of what it’s doing and where it’s going, and a firm grasp of its finances, especially its profit margins and cash flow, it is certainly making it harder for itself to achieve its goals.

What does it consist of?

A business plan usually comprises two, or sometimes three, sections:

A commercial section will set out what the business does, the products or services it provides, who’s involved with the business, the market it operates in and where it wants to go in the months and years ahead.

A financial section sets out these commercial activities and objectives in financial terms. It will look at the current financial circumstances, including a profit budget and a cash-flow forecast along with past and projected accounts, and detail any financial requirements.

Appendices may comprise a third and final section. These will feature a mix of documents from independent third parties which back up and clarify what’s been included in the commercial and financial sections. You might find agreements with suppliers in here.

How to write it

First time around, the idea of putting together a business plan can be daunting. It should not be. If you are running, or are planning to set up, a business, all the information you need should be known to you or be readily available. If it isn’t, it’s about time it was!

As with writing all documents or reports, the best way to approach a business plan is to break everything down into smaller parts you can do one at a time. That’s why doing a business plan in a week is ideal – you can set aside some time each day to do each part in turn.

This book takes you step by step through the whole process, cutting through the theory and the waffle, to show you how to put together a successful business plan in just seven days…

Iain Maitland


[image: image]



Today we will begin by taking an overview of business plans. We’ve already seen that a business plan comprises a commercial section, a financial section and, sometimes, appendices as well. It would be helpful, before we start writing anything down, even in note form, to consider what we might want to include in each of these sections.

We’ve talked, too, of the uses of a business plan and the fact that it’s often only put together on request – from a bank, a would-be investor or a prospective supplier, for example. However, the greatest, and most often overlooked, use is actually for the business itself.

How we present a business plan – its key features – is important as well. Whether we are submitting a plan by email or in writing, it has to create the correct, professional impression. Some banks, for example, will expect us to fill in a ready-made form which they’ll provide. In this case, we may need to employ someone with neat handwriting if ours is a spider’s crawl! So, to start us off, we will look more closely at these three areas in particular…

•  contents

•  uses

•  key features.
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Contents

Not surprisingly, all business plans are different, but most of them will contain three main sections:

•  a commercial section

•  a financial section

•  appendices.

The commercial section

In this first section, we would normally include some preliminary materials such as a title page, contents page and introduction. These would then be followed by text about our business, products and services, team, market and overall objectives. The names and order of these subjects and the precise information given about them may vary from one plan to another, but they should all be covered in some detail somewhere in this section.

The financial section

Equally important, if not more so in some instances, the financial section of a business plan will usually incorporate a profit budget and cash-flow forecast indicating the estimated profits and ongoing cash position within the firm over a given period of time. These will often be accompanied by past or projected – or both – annual accounts, such as a profit and loss account and a balance sheet, plus details of current financial circumstances and requirements.

Appendices

This final section comprises photographs, samples, letters, forms, documents and other items from independent sources which verify and occasionally add to all of the statements, financial facts and figures laid down in the commercial and financial sections. In many respects, these appendices can be viewed as the foundation of a successful business plan: without them, the preceding text may be seen as little more than unsubstantiated and biased opinions.

Here is a checklist of what we might include in our business plan:

1 Commercial section

•  title page

•  contents page

•  introduction

•  the business

•  products and services

•  the team

•  the market

•  objectives

2 Financial section

•  profit budget

•  cash-flow forecast

•  past accounts

•  future accounts

•  current financial circumstances

•  financial requirements

3 Appendices

•  photographs

•  samples

•  letters

•  forms

•  documents

•  other items

Uses

We may compile a business plan for various reasons. Most often, it will be used to:

•  raise finance

•  attract investment

•  encourage assistance

•  improve performance.

Raise finance

If we need funds to start, buy or expand a firm in some way, a plan may be sent to a prospective lender such as a bank manager, charitable trust, venture capital house or even family or friends who have savings or redundancy money available. Hopefully, we can convince the relevant parties both that we have a viable proposal and that we will be able to make capital and interest payments on time.

Attract investment

Similarly, the business plan could be used to attract investment and would, in this case, be written to highlight the firm’s forthcoming activities and potential profits and the possible rewards and risks for would-be investors. Such a plan may be forwarded to wealthy individuals and to organizations such as venture capital institutions which specialize in investing in up-and-coming companies, especially those trading in new and innovative activities.

Encourage assistance

Sometimes, we need help from other people and organizations in order to trade successfully and prosper. Perhaps we want a prospective landlord to grant a lease to us, a supplier to enter into a sole agency agreement for our town or a fellow trader to allow us to use their storage and distribution facilities. These parties may be more willing to do what we want if they have been given a plan which outlines both our requirements and intentions and the mutual benefits arising from them.

Improve performance

Even if we do not require external finance, investment or assistance, it is still a good idea to draw up a business plan anyway, for our own internal use. Preparing commercial and financial sections (and appendices where appropriate) enables us to assess our business in an objective manner. We may get to know it better, along with its individual strengths and weaknesses, and be able to set more realistic objectives as a consequence of this increased knowledge and understanding.

Just as significant, a business plan provides us with a commercial and financial framework against which we can regularly compare our performance to see if we are on course to achieve our objectives. Possible problems such as rising costs and imminent cash shortfalls can hopefully be spotted and resolved well in advance. If reviewed and amended at monthly intervals, our plan enables us to monitor, control and improve the overall performance of our business. For many, this is the most important function of a business plan.

Key features

We now have an overview of what a business plan is, what it contains and how we can use it. Next, we need to think about those key features that distinguish a successful business plan from an unsuccessful one. Obviously, we will wish to incorporate these into the plan that we are going to write.

Ideally, our business plan will be:

•  well researched

•  adapted

•  attractive

•  understandable

•  realistic

•  well supported.
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Well researched

A successful business plan is researched fully, and is only completed once all the commercial, financial and supporting information that may need to be included in it has been gathered together. The plan should create the strong impression that the writer knows everything there is to know and can prove it with independent, backup information.

As soon as the reader thinks of something they wish to see, they should be able to find it. And if they want proof of a statement, it should be readily available from an independent source in the appendices.
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Adapted

Of course, not all of the facts and figures that we are going to collect should be put into the plan – otherwise it might run to tens or even hundreds of pages! Its content, structure, emphasis and length must vary according to what our particular reader wants to know about and how much time they have to read it. When writing, look at what the reader will be thinking – in essence – ‘What’s in it for me?’ Show them! For example, a bank wishes to know about commercial activities but only in relation to likely profits, cash flow and financial requirements. They want to get their money back, with interest, and on time. A prospective landlord, on the other hand, may want to learn about how our business and activities might affect other tenants, but little else.

However much information we want to incorporate – and there is no right or wrong length for a business plan – we must try to keep it as brief and to the point as we can. Always asking ‘Is this relevant?’ before noting anything down should help us to achieve this. The reader will only have a certain amount of time to study our plan, and needs to be able to do it swiftly. We can assist them in doing this by omitting superfluous and repetitive material.
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Attractive

Whether it’s being submitted online or as hard copy – whichever the reader wants – a winning business plan must have a smart and professional appearance, especially if it is being sent out to raise finance, attract investment or encourage assistance in some way. This will give us an efficient, businesslike image and should put the reader in a more favourable mood towards both us and the proposition that we are making. Clearly, the business proposal itself must still be a viable one if it is to be accepted, but it obviously helps to get the reader on our side as far as possible.

If a hard-copy business plan, it should be put inside a clean and classy-looking file or folder: this not only creates a professional impression but also protects the material from becoming torn and dirty as it is being passed around. We should choose a file which matches our image – colourful and jazzy if we are artistic, plain and dark if we are methodical and serious. For easy identification, it is a good idea to place a white sticker on the front of the file and type (or write neatly) the title of the plan on it along with our name, address, phone/fax number, email address and/or website, and the date. A business logo adds a classy touch, too:
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To emphasize our professionalism, a hard-copy plan needs to be on top-quality, A4 paper, perhaps selecting white or another shade if we want to co-ordinate colours to achieve a particular style and image. The text should be typed, rather than handwritten and amateurish, and should be set out carefully. We ought to include generous margins at the top, sides and bottom of each page, plenty of headings and subheadings, short paragraphs of similar length, and bullet points where appropriate. These all help to improve the overall appearance, making it easier to read, and give the reader sufficient room in which to note comments and queries.

Here is an example of what we should be aiming for:


About Kaleidoscope

Its purpose

Kaleidoscope is being set up to meet the needs of those families who wish to hire rather than buy nursery goods and equipment, typically overnight and on an occasional basis.

Its location

It will be based in a newly built, 500-square-metre showroom alongside our home. This is within two minutes’ walking distance of the town’s only health centre, St John’s Playgroup and Eyke Primary School (see ‘Appendix 2: Eyke Map’ on pages 3–4 of the appendices).

Its products and services

Initially, we will stock the following goods:







	Moses baskets
	baby-bouncers



	carrycots
	baby-walkers



	cribs
	highchairs






We should always submit clean, fresh printouts rather than photocopies which would create the impression that this is little more than a circular being sent out to everyone. (We can, however, put extra, clean copies of the plan at the back of our file or folder if we know that several people will wish to study it.) The text must be free from any spelling mistakes, typing errors or inaccuracies such as incorrectly added figures. These will confuse and muddle the reader and damage our reputation. We need to check, check and check again – and then retype, if necessary.

Understandable

Our language must match the reader’s knowledge and understanding of the subject matter. We should use clear, simple words and phrases when addressing a lay person who may be bewildered by trade jargon. Likewise, we should incorporate technical expressions where appropriate when writing to an expert who might otherwise feel patronized. The key to success here is to think carefully about what our reader knows and to pitch our language at the right level. It is important that we do not automatically assume they are as familiar with the subject as we are – this is rarely the case.

Whatever we have to say, we must ensure that we use specific words and phrases, rather than vague ones such as ‘good’, ‘nice’, ‘better than’ and ‘cheaper than’, which will be defined differently by each reader. For example, ‘£33.95’ is understood clearly, whereas ‘a good price’ means nothing.

Humorous comments and statements must be avoided at all times, too. What we find funny may be interpreted in another way by a person with an alternative sense of humour. Our joke could be seen as flippant and, when finance or investment is being sought, humour is often considered inappropriate.

Realistic

Obviously, we need to sound 100-per-cent confident and enthusiastic about our firm and its prospects – after all, if we are not, we cannot expect the reader to be either! Nevertheless, we must not get too carried away, as this may make us sound naïve and could undermine what we are stating. Most readers will possess some knowledge of what we are writing about, and will be able to distinguish between facts and fantasy.

Our statements and financial figures need to be sensible and achievable. We should base them on solid, reliable evidence such as past income and expenditure and definite sales orders. Prospective difficulties must be addressed fully rather than being glossed over or ignored completely. We should identify and then explain clearly how we are going to overcome, or at least cope with, them. By not referring to them, we simply appear evasive or incompetent. It is sensible to deal in detail only with the immediate future, namely the coming year: the longer ahead we look, the more speculative our comments become. Our reader is more interested in reality than hopes and dreams.

Well supported

A successful business plan always backs up its commercial and financial sections with independent evidence in its appendices. Our comments alone will not be accepted at face value, especially if money is involved. We therefore have to be willing and able to prove everything we say is true by supplying additional, verifying material from reputable sources, and, ideally, independent ones.
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