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[bookmark: _Toc24394961]Part 2: Reflection on Skills developed during the Business Plan Project 
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Gibbs (1988)

[bookmark: _Toc24394962]2.1 Description

As part of my assignment I conducted various surveys in order to make decisions on my business plan. One survey recognised that the beauty and hair salons located in the surrounding areas where I would be opening Bee Beautiful were missing one thing, and that was having all services available under one roof. Our main goal as a business is to have customers leaving happy and confident that they had received the best service.

A tool that helped me when creating my business plan was studying Michael Porter’s three generic strategies, these three approaches are examples of "generic strategies," because they can be applied to products or services in all industries, and to organisations of all sizes. They were first set out by Michael Porter in 1985 in his book, "Competitive Advantage: Creating and Sustaining Superior Performance. “Cost Leadership” (no frills), “Differentiation” (creating uniquely desirable products and services) and “Focus” (offering a specialised service in a niche market) he then divided the Focus strategy into two parts, cost focus and differentiation focus. 

The no-frills operators have opted to cut costs to a minimum and pass their savings on to customers in lower prices. This helps them grab market share and make sure they are fully booked or that they sell out, further driving down cost. The luxury brands, on the other hand, focus their efforts on making their service as amazing as possible, and the higher prices they can command as a result make up for their higher costs. Meanwhile, smaller brands try to make the most of their detailed knowledge of just a few routes to provide better or cheaper services than their larger rivals.

Michael Porter’s Three Generic Strategies with the “Focus” Strategy subdivided into “Cost Focus” and “Differentiation Focus”:
[image: See the source image]


The Cost Leadership Strategy:

Cost leadership means companies provide reasonable value at a lower price. Organisations do this by continuously improving operational efficiency. That usually means paying their workers less. Some compensate for lower wages by offering intangible benefits such as stock options, benefits, or promotional opportunities. Others take advantage of unskilled labour surpluses. As these businesses grow, they can benefit from economies of scale and buy in bulk.

The Differentiation Strategy:
Differentiation strategy means companies deliver better benefits than anyone else. A firm can achieve differentiation by providing a unique or high-quality product, better than their competitors. Another method is to deliver it faster and a third is to market in a way that reaches customers better. A company with a differentiation strategy can charge a premium price, which means it usually has a higher profit margin. 

Companies typically achieve differentiation with innovation, quality, or customer service.
Innovation means they meet the same needs in a new way. A good example of this is Apple, the iPhone was innovative because it took us from mobile phones to mobile computers that sparked an entire mobile economy. Quality means the firm provides the best product or service. Chanel can charge more because people see it as far superior to other stores, better quality products and better customer service. Customer service means going out of the way to delight shoppers.

The Focus Strategy:
The focus strategy is where they target a specific industry segment, ignoring the rest. Usually, this focus area is where its competitors are weak.

This strategy is a slight variation of the other two generic strategies. However, as the name implies, the focus strategy allows firms to focus on a particular niche market and provide uniquely low costs (cost focus) or uniquely different products (differentiation focus). Since the strategy is targeted to a select part of the market, it creates a strong loyalty for its brand from its customers, which helps to further reduce the threat of rivalry.

Porter's strategies, coined generic, because they are exactly that, have no particular application process but rather the company using these strategies must develop the best way to sustain their competitive advantage. The company must define its position and analyse its industry, after a strategy is selected, they must then develop a plan to implement it then continuously monitor the market signals in order to keep up with the ever changing environment of business. Strategic management's activities then will consider the external environment, the organisation's capabilities and select and develop strategies always bearing in mind the organisation's purpose and direction. These strategies focus on continuous improvement for an organisation to meet the challenges of global change, exactly what strategic management is centred on, the formulation, implementation, and evaluation of plans to achieve organisational success.
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· Position 1 - Low Price and Low Value Added
This is not a very competitive position for a business to be in because the product is not differentiated despite a low price. Really it is the bargain basement strategy and the only way to remain competitive is to be as “cheap as chips” and to be hopeful that another company does not undercut your prices.
· Position 2 - Low Price
Businesses that position themselves here endeavour to be the low-cost leaders within their market and employ a strategy of cost minimisation in order to be successful. Often associated with economies of scale whereby profit margins on each product is low, but the high volume of output can still generate high overall profits however, business within this concept are extremely competitive and often encounter price wars.
· Position 3 - Hybrid
As Hybrid implies this two elements i.e. low prices relative to their competitors and also some product differentiation with the sole aim of persuading consumers that there is added value through the combination of products being reasonably priced and an acceptable level of service differentiation which can be a very effective positioning strategy, particularly if the added value involved is offered consistently.
· Position 4 - Differentiation
The strategy of differentiation offers customers the highest level of perceived added value where branding plays a key role as does high quality with strong brand awareness and loyalty which is perhaps best-placed to achieve the relative prices and added-value that a differentiation strategy requires.
· Position 5 - Focused Differentiation
This Focused Differentiation strategy aims to position a product at the highest price level where customers buy the product because of the high perceived value and is adopted by luxury brands, who aim to achieve premium prices by highly targeted segmentation, promotion and distribution.  This strategy done effectively can lead to very high profit margins but, only the very best products can sustain the strategy long term.

· Position 6 - Risky High Margins
The said high risk positioning strategy that eventually is doomed to fail as businesses set high prices without offering any extras in terms of value however, if customers continue to pay high prices the said profits will be high but, eventually customer will find a better positioned product that offers better value for either the same or lower price.  In the short-term risky high margins is a very uncompetitive strategy as selling products at a high price premium with no justification is going to be tough.

· Position 7 - Monopoly Pricing
This is where there is a monopoly in the market and there is only one business offering the product and the said monopolist does not need to be too concerned about what value the customer perceives in their product with the only choice being to buy or not.  There are no alternatives and in theory the monopolist can set whatever price they so wish but, fortunately, in most countries’ monopolies are tightly regulated to prevent them from setting whatever price they wish.

· Position 8 - Loss of Market Share
Loss of Market Share is a recipe for disaster within a competitive market whereby setting a middle-range or standard price for a product with a low perceived value is unlikely to win over many consumers who can get higher value for the same price from other competitors.

Overview:  Seeing as most of the business markets are operating competitively, there will always be competitors that offer a higher perceived value for the same price, or the same perceived value for a lower price therefore, positions 6, 7 and 8 are uncompetitive.

After careful consideration I will be applying the Hybrid Strategy, I will offer low prices but also offer added extras which will hopefully make me stand out from my competitors.


From my research online I found that I will be able to build an excellent client base as I have already got the salon fully booked for the first two weeks. I have done this just by sharing my business page onto Facebook and Instagram, then by family and friends sharing it, it has reached a lot of people. I am confident that with our adverts running as well in the local papers and on local radio, we will have even more customers wanting to be booked in. 

As an exclusive offer the salon will provide return customers with discounts on purchases and services. We will also offer each customer a complimentary massage when first attending the salon.

[bookmark: _Toc24394963]2.2 Feelings

After completing the Business Plan, I feel more confident starting my business and really believe that I can achieve anything that I put my mind to as long as I work hard. 

I believe that offering all of the beauty and hair services that we can at a good competitive price will put us ahead of the competition. Also offering complimentary massages to our loyal customers will put us ahead of the other businesses. Having weekly offers on will help us keep our customers returning. 

I really believe my new business can succeed and that I can earn enough money to make a living from it and make a profit. If I do succeed perhaps it will be possible in the future to expand and open another salon in another area. I would also like to offer other businesses use of our organic products. 


[bookmark: _Toc24394964]2.3 Evaluation
I found it easy enough using links and power points on Moodle and then researching online how to write an accurate business plan. I also read various articles on how different beauty salons work. 
I also have a close friend who runs her own hair salon, so I asked for tips and advice which was a great help to my planning. I think it is vital to do enough research in order to be sure the business plan reflects everything I want to do with the salon. 

[bookmark: _Toc24394965]2.4 Analysis
I believe that by offering all of the beauty and hair services under one roof, I am offering something that the other salons are not. No other businesses in the surrounding areas are offering what we are, so I feel this will encourage more people to come to our salon. 

I know more people are going green and prefer to use all-natural products, therefore our organic products that we will have on offer in the salon to buy and that we will also be using on all of our customers will draw customers in. 













[bookmark: _Toc24394966]2.5 Conclusion

In concluding my Business Plan, I feel that I could have carried out more research into my competitors in order to have priced my products even more competitively. I also think my time-management could have been better when completing my business plan and doing our financial forecasts. 

The salon is already fully booked for its first two weeks and we have a waiting list ready for customers as well. I am going to make sure we keep up to date with all of our marketing so that we stay busy. We are currently in the middle of setting up an app where customers can book in so that it is quicker and easier for them and us in the salon. We are going to keep customer files at the salon so that we can be sure to know what treatments they come in for and can market to them specifically.  I have also already had pre orders for our organic hair products as well, we will be offering a delivery service as well as a pickup station from the salon option. 

I really did not realise how easy it would be to start up my business and hopefully with the help of the business start-up loan from my family and friends I can achieve my dream and make enough money and expand very soon.

[bookmark: _Toc24394967]2.6 Action Plan

I will plan our opening party and get the building all set up ready for our opening date. Make sure all employees have up to date training and get ready to welcome in our customers. 
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