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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 studied Michael Porter’s three generic strategies "Cost Leadership" (no frills), "Differentiation" (creating uniquely desirable products and services) and "Focus" (offering a specialised service in a niche market) which he then subdivided the Focus strategy into two parts: "Cost Focus" and "Differentiation Focus."

Both the terms "Cost Focus" and "Differentiation Focus" can be a little confusing, as they could be interpreted as meaning "a focus on cost" or "a focus on differentiation" but the thing to remember is that Cost Focus means emphasising cost-minimisation within a focused market, and Differentiation Focus means pursuing strategic differentiation within a focused market.



Competitive Advantage has guided a large number of college students, businesses and companies in understanding what is at the root of competition and Porter's work captures the exceptional complexity of competition in a way that creates technique that's both concrete and significant.

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

The Cost Leadership Strategy:

This strategy involves companies gaining a competitive advantage or ‘edge’ over their competitors as it is all about minimising the cost of delivery of products and services either by:
· Increasing profits by reducing costs:
· Increasing market share by charging lower prices and still making reasonable profits.
Cost Leadership is being the leader in terms of cost within your industry, but this will lead to attack by other low-cost producers who will undercut you and therefore block attempts to increase the said market share.  If you use this strategy you must be confident that you can continue to maintain the No. 1 position in the market by:
· Easy access to capital which is needed to invest in up-to-date technology which will bring costs down;
· Exceptionally efficient logistics;
· A very low-cost base i.e. labour, materials and facilities and a way of economically cutting costs lower than those of your competitors.  Which is a big risk in pursuing this strategy as your competitors can copy your cost reduction strategies as this is what everyone wants the same thing - lower costs.
· You have to continually look at ways of cost reductions.

The Differentiation Strategy:

This is my favoured strategy as it involves making your service or product more attractive and different from everyone else’s and involves varied features, functionality, durability, support and brand image that your customers value.

To make a success using this strategy you need to:
· Carry out in depth research, development and innovation;
· Delivery of high-quality products and services;
· Carry out effective sales and marketing so that people understand the benefits offered under this strategy.

You need to stay up-to-date with new products, services and product development processes or they can be attacked on several fronts by competitors pursuing Focus Differentiation within different markets.

The Focus Strategy:
This is where companies use Focus strategies to concentrate on a particular niche in the market by understanding the dynamics and the specified needs of customer within it.  They develop low-cost or well specified products for the market and build strong brand loyalty with their customers which makes this strategy less attractive for competitors.

By making this strategy a success it is important to add something extra within your market niche and not focus on only one market segment if your company is too small to serve a broader market and you decide to go this way you risk competing against better resourced broader market companies.  This strategy is better utilised by not-for-profit company to minimise the cost of getting donations and achieving more for its income which pursuing a Differentiation strategy which will be committed to the very best outcome even if the volume of work it does, as a result, is smaller which is ideal for local charities to get donations and contribute to communities.

I also studied Bowman’s Strategy Clock:
[image: ]
Position 1 - Low Price and Low Value Added
This is not a very competitive position for a business as the product is not differentiated and the customer g very little value, 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 keep your fingers crossed that someone else 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:  Provided that the market is 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 whereby I will offer low prices but, also offer added extras which will hopefully make me stand out from my competitors.


There is a lot of information and advice online and following the results I have received from a Survey on Facebook I feel confident that I can build up an excellent client base as I have already signed up 45 people.  I have not posted my advert yet but, I will ask my Family and Friends to repost so hopefully I will get more customers. 

As an exclusive offer I will provide a mending service i.e. sewing on missing buttons and re-stitching loose seams which is something that no one else is offering and as I have got an ‘O’ Level in Needlework, feel that I am more than capable of providing this service.

[bookmark: _Toc24394963]2.2 Feelings

After completing the Business Plan I really feel more confident and really believe that I can achieve anything that I put my mind to.

As well as an ironing service I will also be offering to sew on any missing buttons and repair any loose seams as I have always done this myself and enjoy seeing a garment perfectly restored as I am a bit of a perfectionist.  I also intend to offer a holiday service whereby people can bring me their clothes which I will iron and fold and place into their suitcase or they can just bring me their suitcase upon return and I can launder, iron and fold.

I really believe my new business can succeed and that I can earn enough money to make a living from it and if do succeed perhaps it will be possible in the future to buy a van and offer a delivery service.


[bookmark: _Toc24394964]2.3 Evaluation

It was easy to research online how to write an accurate Business Plan and I read various articles on how various Laundry Agencies work although they were on a much larger scale than what I have in mind as I plan to do everything myself or with the help and advice of my family and friends.

The only downside of my research was when I telephoned various Ironing Companies in and around the area a lot of them had either closed or were no longer trading.  I really feel that this is due to them not doing enough research and just limiting themselves to an ironing service instead of diversifying.

[bookmark: _Toc24394965]2.4 Analysis

I feel that by providing a mending service where I sew on any missing buttons and repair any loose seams I am offering a service that no one else is and I feel that this will encourage more people to use my company.  As more and more people are going green and trying to lessen their carbon footprint by considering the planet and recycling more and buying from local charity shops my mending service will help people achieve their goal.

[bookmark: _Toc24394966]2.5 Conclusion

In concluding my Business Plan I feel that I should have carried out more research into  greener issues and biodiversity but I will ensure that I only use Chemical free products that do not have an adverse effect on the environment.

I already have at least 45 people ready to sign up for my ironing service and intend to start small and build up my client base by using Facebook as well as handing flyers out to all of my neighbouring properties as well as putting flyers up in all of the local shops who have a Notice Board.

I have also had enquiries regarding my mending service which I am doing on a lesser scale but feel that due to my needlework skills I can look further into this aspect of my company and perhaps offer sewing services separately.

I really did not realise how easy it would be to start up my business and hopefully with the help of a small business start-up loan of £2,000 I can achieve my dream and make enough money and hopefully expand and be able to buy a van and perhaps employ more people.

[bookmark: _Toc24394967]2.6 Action Plan

Firstly to apply for a loan of £2,000 from HSBC and then the skies the limit.
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