Writing a business plan
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Executive summary

1) Details of the business name, its owners and address
2) Details of the products and services you are going to sell
3) A summary of your target market and competition
4) The amount of finance needed, for what purpose and over what term?
5) The amount of money you are investing

Table of contents: List the main sections and page numbers

Aims/Objectives: 3-4 short aims
1) Why are you going into business and what do you want out of it?
2) Will the business supplement your main income or replace it?
3) Will your business provide jobs for family members?

Section One: The Business 
A.Description of the business
Basic Questions: 
1) What general type of business is this? 
2) What exactly will your business do?
3) What is the status of the business? Start-up, expansion or take-over? 
4) What is the business form?/ What legal status will your business have? Sole proprietorship/trader, partnership, corporation or a limited company?
5) Do you need any licences before you can start trading? Food businesses, childcare businesses, and businesses that involve animals, among others, need to obtain licences from their local authority.
6) The cost of starting your business
7) Your personal budget

Additional Questions for Start-Ups:
1) Why will you be successful in this business? 
2) What is your experience with this type of business? 
3) What will be special or unique about this business? 
4) Why will your business be successful?

B. Products/Services

Basic Questions: 
1) What products/services are you (will you be) selling? How will your products and services differ from those offered by your competitors?
2) What are the features and benefits of what you sell? 
3) What position do you have (or want to have) in the market? 
4) How do your products/services differ from the competition? 
5) What makes your products unique and desirable? 

C. Market Analysis

Basic Questions: 
1) Who are the purchasers of your products or type of products? (Geographic, Demographic and Psychographic characteristics) 
2) What is the size of the market? Is it growing? 
3) What is (will be) your share? How will your share change over time? 
4) Are there segments of users who are under-served by competition? 
5) Do any of these under-served segments present opportunities?

D. Marketing Plan
 In this section, you include the highlights or your detailed marketing plan. The basic components of a Marketing Plan are: 
· What are you selling? (What benefits do you provide and what position or image do you have?) 
· Who wants the things you sell? (Identify Target Markets) 
· How will you reach your Target Markets and motivate them to buy? (Think about the four ‘P’s: Product, Price, Promotion, Place) 
-Target customers – describe who your target customers are and how many.
-List your competitors and describe their products and services

Product Strategies 
1) How will products be packaged? 
2) How broad will your product line be? 
3) What new products will you introduce? 

Pricing Strategies 
1) What will be your pricing strategies? (For example: Premium, Every Day Low Price, Frequent Sale Prices, Meet Competitor Price, etc.) 
2) How will you compare with competition and how will they respond? 
3) Why will customers pay your price? 
4) What will be your credit policies? 

Promotional Strategies 
1) Who are your Target Markets?
 2) How will you reach your Target Markets? (What media will you use?) 
3) How will you motivate them to buy? (What message will you stress?) 
4) What is the cost and timetable for implementation of the marketing plan?

E. Location 
Basic Questions: 
1) What is the business address? 
2) Is it owned or leased? If leased, what are the terms? 
3) Are renovations or modifications needed, and what are the costs? 
4) Describe the property and the surrounding area. 
5) Why is this a good location for your business? 

F. Competition

Basic Questions: 
1) Who are (will be) your largest competitors? List them. 
2) How will your operation be better (and worse) than your competitors? 
3) (If Start-Up) How will competition respond to your market entry?



G. Management and Operations
Basic Questions: 
1) What is the business management experience of the management team? 
2) What are the functional areas of the business? 
3) Who will be responsible for each functional area? 
4) Who reports to whom? 
5) What will salaries be?
6) What management resources outside the company are available? 


H. Personnel

Basic Questions: 
1) What are the personnel needs now? In the future? 
2) What skills must they have? What training will you provide? 
3) Are the people you need available? 

Section 2: Financial data

The basic purposes of financial projections are: 
· Establish the profit potential of the business, given reasonable assumptions 
· Determine how much capital the company needs and how it will be used 
· Demonstrate the business can generate the cash to operate and re-pay loans 

You need to include the following:
1) A break-even analysis and timing calculation to help you understand how much of your product or service you need to sell at a given price to cover all your costs and contribute towards your profit
2) A profit-and-loss forecast to help you estimate when your business will start to make a profit



A.Optional Method to Calculate Needed Capital 
Many businesses can get a reasonable picture of their financial future by using the following formula. 
Total Required Capital = Six Months of Fixed Expenses + Asset Purchases + Start-up Expenses 
Monthly Fixed Expenses 
Salaries (include owner) Payroll Taxes at 12%
Rent
Marketing and Advertising Supplies 
Telephone & Utilities 
Insurance
Maintenance
Legal and Accounting 
Miscellaneous 
(Other)_________________ 
Monthly Fixed Expense Sub-total _________
Asset Purchases 
Purchase of Land and Building 
Decorating and Remodelling
Fixtures and Equipment (plus installation) 
Deposits on Rental Property and Utilities Beginning Inventory 
Asset Purchase Sub-Total 
Start-up Expense You Pay Once 
Legal and Accounting Organization Costs 
Licenses and Permits 
Initial Advertising and Promotion 
(Other)______________________________ 
Start-up Expense Sub-total

Total Estimated Cash Needed to Start 
B. Break Even Analysis 
Break even (B/E) analysis is a simple, but very effective financial feasibility test. B/E is used to find the amount of sales necessary to pay all fixed costs (and have zero income.) In your business plan, it represents a minimum acceptable performance. Follow these steps to calculate: 
1) Determine Contribution Margin Percent. Contribution Margin (CM) equals Sales minus Variable Expenses. CM% equals CM dollars divided by Sales. Note: The biggest variable expense is usually Cost of Goods Sold (CGS), which is the direct material and labour necessary to make a product or service ready for sale. 
2) List and total all Fixed Expenses for a specific time period (usually one month.) Fixed expenses do not rise or fall with sales volume. Examples: rent, insurance, utilities, etc. 
3) Break Even Sales is Fixed Expenses divided by Contribution Margin %. (See Example) Example: 
Unit sales price: 			£10 
less Cost of Goods Sold: 
Material & Labour 			 
less Other Variable Exp: 
Commissions 			 
Unit Contribution Margin = £6 
(£10 - £3 - £1) 
CM % (£6 ÷ £10) = 60% 
Monthly Fixed Expenses: 
Rent 			£2,000
Utilities 		£1,000
Salary 		£3,000
Other 			£4,000 
Total Fixed Exp.     £10,000
B/E = Fixed Expense ÷ CM % 
B/E = £10,000 ÷ .6

[bookmark: _GoBack]Monthly B/E Sales = £16,667 
7

