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Introduction

How to Write a Business Plan

Who is the target group of the guide?

The guide is designed to help companies produce a business plan. It targets all micro-, small-and medium-sized enterprises (MSMEs) as well as business start-ups – that wish to elaborate a business plan. 
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When found useful the guide seeks to distinguish between the different actions to be taken depending on whether your business is a start-up or an existing one. In general, it must, however, be emphasised that when writing a business plan there is a big difference between writing a plan for a start-up and an existing company. An existing company benefits from the fact that it is already in the market, it knows the customers, the competitors and the all the specifics related to running a business. Furthermore, the company has a financial history which may make it easier to obtain loans if this is one of the purposes of writing the business plan. 

Though writing a business plan for at start-up may sound very cumbersome it is not impossible, though it demands planning and investigations. When being a start-up the business plan becomes absolutely essential for succeeding as it helps you to plan every step in your new career. 

What is a business plan?

A business plan is a written document, elaborated by business owners, that describes the business of the company. It is a detailed report on the company’s objectives, its strategies, its products, the market it is in, the human resources, and its financial forecasts and requirements. By writing a business plan you will get an overview of your business and though it may contain historical information, its main purpose is to present the future of a company. Though the business plan is very much a descriptive analysis of your company or your future company, it is also just as much a tool describing the specific steps to achieve the goals of the company.  

Why write a business plan?

All business owners whether new in the field or with years of experience will benefit from the preparation of a carefully written business plan. Writing a business plan shows that you have taken the time and discipline to reflect on where you are and where you want to go. A business plan has a least 2 purposes:

1) A guide:

[image: image3.png]Network




The most important reason for writing a business plan is to develop a guide that you can follow during a certain future period of your business. The business plan provides you with a tool that allows you to present your business idea in a systematic manner. Planning is crucial for success not only to get money from the bank but also for you as an owner. Planning is a continuing task for any manager and plans should be followed. Planning is necessary in order to find the right strategy and consequently, plans must be monitored and corrected if the situation requires. Be realistic in your planning and analyse carefully your risks and opportunities. Your may betray yourself and may your banker, but not the market. 

Writing a business plan forces you to consider thoroughly all aspects related to running a business. These considerations will show you whether your business idea allows for a closer examination and whether you need to make modifications to your idea. A carefully planning process will also help you to avoid a number of mistakes. 


The business plan is an outline of what you are going to do and when. It will provide you with the tools to analyse your business and implement changes that will make your business more profitable. It will provide detailed information on all aspects of your company’s past and current operations, as well as its projections for the next few years. Of course, new business owners have no history and will base the information in their plans on projections developed through current research of the market. 

Writing a business plan is your chance to outline what you expect in future growth, sales, profit, and more. If you look at your business plan regularly, you can review your performance, update your plan, and always know where you stand in terms of meeting your goals. 

2) Documentation for financing:

A business plan is a requirement if you are planning to seek financing from lenders. If you are seeking capital, the business plan details how the desired investment or loan can help you to achieve the company's goals and increase its profits. Every lender wants to know how you will maintain your cash flow and repay the loan (with interest) on a timely basis. Every investor also wants to know how his investment will improve the overall net worth of the company and help him to achieve his desired return on investment. You will have to detail how the money will be used and back up your figures with solid information such as sales estimates, market size, projected income statements etc. Remember lenders and investors are used to going through business plans and have access to information that are considered normal for various industries, so be sure that your projections are reasonable and realistic. 

Who prepares a Business Plan

The question of who prepares the business plan depends very much on the type of business and the structure and size of the company. In very small companies, the drafting and planning of the document may be done by managers and owners themselves or it will be outsourced to external consultants. In a bit larger organisations contributions can come from different people both within and outside the organisation.

It must, however, be stressed that even though you choose to include the support of an external consultant in your writing of the business plan, you must be very much involved in the process as well. You should know and understand every little detail of your business plan, because in the end it is not the external consultant who will implement it but you together with your employees. You must work with the external consultant all the way and you must believe in the strategies and figures. 

What does a Business Plan contain?

There is no set formula for designing a successful business plan as every business plan will differ both in length and in style depending on the type of business you are in. 

However, there are some characteristics, which should be found in all of them. This guide provides you with four outlines for business planning start-ups, micro, small and medium enterprises) which you can use as a guiding tool when developing your business plan. The below sections will cover each chapter of the business plan and will guide you through the content and development of each one. 

Preparing yourself and how to go about it 

The task of writing a business plan may seem overwhelming, but with a little forethought it will become easier. You do not need to be a specialist in order to write you business plan. It is much more important that you are committed. Establishing and running your own business requires a lot of planning but commitment will take you a long way. 


Before you sit down to actually write the business plan, this guide recommends that you follow the steps listed below. In order to help you get started this guide also includes a number of questions that will be helpful for you to consider. The list of questions may seem overwhelming. However, it is meant as a way to get you started thinking about what it is you should include in a business plan and what considerations you should make when starting a business or when being in a business. When you have run through the list and written notes to each point you will be ready to start writing your business plan.

Preparing yourself

Steps to take in order to prepare yourself for writing your business plan:

1. Read through the remaining parts of this guide

2. Skim through the questions listed in this guide (Questions to Consider) (Annex 2)

3. Answer as many of the questions you can at a first glance and write down notes to each answer in the “Questions to Consider” document

4. Assess the situation: your customers, competitors, suppliers

5. Seek additional information to answer the remaining parts of the questions

6. Go through the list of questions again and write notes to the remaining questions

Do not think that you can answer the questions in one afternoon. Take the time it needs. In order to answer some of the questions you need to do some research and some of the answers may also come along as you write your business plan. The questions are meant to get you started and reflect on the various aspects relating to the business plan. Part of writing the business plan is also to analyse your data and the answers to some of your questions. Writing a business plan is a long but very helpful process. 

Writing your business plan

Having written notes to the various questions you can start sorting out your data and answers by writing them down more systematically in your business plan. 

The table of contents (the box above) in the finalised business plan is not necessarily the order in which you would write your plan. The following provides a suggestion to the steps you can follow when writing the business plan. 

Steps to follow when writing your business plan:

1. Describe your products or services

2. Analyse and describe your customers, your competitors, the market size etc. 
3. Describe your organisation

4. Describe your production process

5. Describe the nature of your business

6. Analyse and describe your risks

7. Describe your marketing strategy

8. Calculate your financial figures and write your financial plan

9. Finally write the Executive Summary

The steps are merely a suggestion. If you feel that you will be more comfortable by describing the nature of your business first this is what you should do. However, try to finalise one chapter at a time as far as it is possible but make sure that if you make changes on the way in one chapter you should also make the changes in other chapters if necessary. Especially the financial plan will be affected by conceptual changes made in the other chapters. While writing a section you may very well experience that you do not have the information required. Stop writing and go out and search for more information. You may come back to each section several times if you find out you need more information. 

The list of questions you have answered corresponds to each of the sections in the business plan and they are not only meant to help you not forgetting important aspects. They should also help you write the business plan as you would be able to insert some of the answers to the questions directly into the business plan. 

As you think through each section, you can make your own decisions as to what you will address in your own plan. Not all aspects may be relevant for you business plan. If you have just started your business for example, you will not be able to write about prior performance or if you are a retailer, you cannot write about the production process. It is all up to you what you wish to include in your business plan.

As you write about each of the following sections, you should consider which revenues and expenses that will be related to each of your decisions. That way, when you are working on the Financial Plan, you will have the figures to carry over into your financial statements. 

Before submitting your plan to anyone, ask a friend or colleague to read it through and ask them if they understand what you are trying to convey to them. If there is any part they do not understand then consider rewriting it. 

A.
Business Planning for Start-ups
Business plans for start-ups are based on a business idea and initial market estimation and use mainly estimations and financial projections instead of existing enterprise data.
Business Plan

Year of the Business plan:    from........................... to .................................

Personal Data

Full name of the start-up / partners................................................................

Address: ........................................................................................................

Educational qualification ................................................................................

Special training ..............................................................................................

Work experience ............................................................................................

1.
Business Project Profile
Business name ................................................................................................

Business activity ..............................................................................................

Products and Services .....................................................................................

........................................................................................................................

Legal form of business project..........................................................................

Necessary administrative Procedures..............................................................

	1.1 Location

	Item
	Description

	Strategic shop/workshop location
	

	Costs of Premises
	

	Electricity / Water
	

	Access of roads
	


	1.2 Facilities

	Item
	Description

	Availability of raw materials
	

	Appropriateness of equipment
	

	Transport and storage facilities
	


	1.3 Management and Organisation

	Item
	Description

	Bank account
	

	Bookkeeping/Accounting system
	

	Administrative procedures done
	

	Administrative procedures 
to be done
	

	Taxation
	


	1.4 Risks and Opportunities of the Business Project

	Strenghts 
(positive factors to be capitalised)
	Weaknesses 
(negative factors to be eliminated)

	
	

	Opportunities 
(to make use of them)
	Threats 
(to avoid/consider them)

	
	


2.
Production Plan

	2.1 Projected Production and Sales

	No.
	Item
	Total Quantity per year
	Sales Revenue per year
	Capacity / Utilisation

	1
	
	
	
	

	2
	
	
	
	

	3
	
	
	
	


	2.2 Machinery/Equipment Requirement

	No
	Item
	Unit Price
	Total Value
	Maintenance Costs

	1
	
	
	
	

	2
	
	
	
	

	3
	
	
	
	

	4
	
	
	
	

	
	Total:
	
	
	


	2.3 Raw Material Requirement

	No.
	Item
	Quantity
	Total Annual Requirement

	
	
	
	Value
	Source

	1
	
	
	
	

	2
	
	
	
	

	3
	
	
	
	

	
	Total:
	
	
	


	2.4 Utilities / Infrastructure

	No.
	Item
	Annual Requirement
	Total Annual Costs
	Maintenance Costs

	1
	Electricity
	
	
	

	2
	Gas
	
	
	

	3
	Water
	
	
	

	4
	Rent
	
	
	

	5
	Other
	
	
	

	
	Total:
	
	
	


	2.5 Labour Requirements

	No.
	Labour Categories
	No. of Staff
	Annual wages/ Salaries
	Further Training required

	1
	Skilled
	
	
	

	2
	Semi-skilled
	
	
	

	3
	Unskilled
	
	
	

	4
	Owner’s salary
	
	
	

	
	Total:
	
	
	


	2.6 Administrative and Selling Costs

	No.
	Item
	Quantity
	Amount

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	Total:
	
	
	


3.
Market Study

Main Customers and Market Segments: .........................................................................................

..............................................................................................................................................................

...............................................................................................................................................................

	Competitors

	No.
	Competitor
	Main Products
	Price per Unit

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


Marketing Strategy to win Customers and overcome Competitors: ................................................................................................................................................................

................................................................................................................................................................

................................................................................................................................................................

	List of Suppliers

	Suppliers
	Products/Equipment/
Working materials
	Ranking of price - performance

	
	
	

	
	
	

	
	
	


4.
Cost Calculation

	4.1 Fixed Capital

	No.
	Item
	Value

	
	
	Initial
	 - Depriciation
	= Actual

	1
	Land/Building
	
	
	

	2
	Machinery/Equipment
	
	
	

	3
	Furniture and Fixtures
	
	
	

	
	Total:
	
	
	


	4.2 Working Capital

	No.
	Item
	Duration
	Quantity
	Value

	1
	Raw materials stock
	
	
	

	2
	Semi-finished goods stock
	
	
	

	3
	One year production expenses 
(utilities, adminstration, wages, salaries)
	
	
	

	4
	Preliminary and pre-operative expenses
	
	
	

	
	Total:
	
	
	


5.
Financing

	Financing

	No.
	Item
	Value
	Remarks

	
	Own funds
	
	

	
	Loan for fixed capital items
	
	

	
	Working capital loan
	
	

	
	Other
	
	

	
	Total
	
	


6.
Yearly Profit and Loss Statement
	Yearly Profit and Loss Statement

	Period: from...............  to....................

	Gross Sales
	

	Less: Returns and allowances
	-

	 = Net Sales
	=

	Less: - Costs of goods sold
	-

	 - Direct material
	-

	 - Direct labour
	-

	 - Overhead
	-

	 = Gross Profit
	=

	Less: - Administrative and selling expenses
	-

	 - Salaries
	-

	 - Telephone
	-

	 - Water
	-

	 - Electricity
	-

	 - Rentals
	-

	 - Others
	-

	= Operating Profit
	=

	Less: - Interest expense
	-

	 = Net Profit before Tax
	=

	Less: - estimated Income Tax
	-

	= Net Profit after Tax
	=

	Date

Signature


Instruction to the Business Plan Format for Start-ups
The Business plan for start-ups is similar to the busines plan for micro and small enterprises. The difference is that the start-up business plan is not based on existing experiences of previous production exercises but on estimations based on a initial market analysis and projected cost calculation. Administrative procedures, preliminary and pre-operative expenses for business start-up must be considered. That is why paragraph 1 on the business project profile is more detailed for the start-up business plan.
Instruction to 1: Write down the type of business activity in which the business start-up would like to be engaged. In this section the following issues have to be addressed: the legal form of the business, the business type / merchandizing, manufacturing or service/, the type of products or services. The strategic location of the business can play a decisive role in its success or failure. Explain the work premises and other utilities at the operator’s disposal and describe the specific working premise problems, the space needed for the business, the desirable features of the location and its accessibility to the market. If there is anything in the location that is of special interest for your business you can stress it, too. Set-up of business management, especially bank account, accounting system and administrative procedures done and to be done (business registration, tax ID etc.) have to be considered. As the project is normally not based on a previous business activity, the risks and opportunities of the project should thoroughly be analysed in a SWOT overview (Strengths, Weaknesses, Opportunities and Threats for the business project) and be discussed with friends, family, experts and other resource persons available.
Instruction to 2: The production plan includes the estimated production and sales per year based (estimation for start-ups). Capacity/utilisation means the percentage on how you are at the limit of your production and sales capacity with the respective product. In 2.2 put the value of the machinery and equipment and the maintenance costs. Depreciation costs will be highligthed under 4.1 Cost calculation - fixed capital. Utilities and costs of infrastructure such as electricity, water, rent to run the projected production plan including maintenance costs. 2.5 Labour categories required and salaires as well as further trainings required. 2.6 administrative costs to run the projected production plan.

Instruction to 3: The key issue in sales performance or marketing as a whole is to know better the likes, dislikes and expectations of customers. The yearly sales should be planned based on an initial market survey. The market survey will indicate the different customer segments (e.g. age, social status or region). Focus has to be given to those customers who are likely to purchase the product/service of the enterprise. Planning the yearly sales enables to find out about the desired production amount (it makes no sense to produce more than you can sell) and the yearly income. Describe the months during which sales are expected to be high, in order to make the necessary preparations ahead of time and exploit the advantage. For defining the unit price per product/service you should first know the unit costs (see production costs) as well as the prices of your direct competitors. In addition there is a need to identify the strength and weaknesses of competitors in their product quality/quantity and identify how their product/services differ from yours, their pricing and advertising techniques. The supply market should also be analysed. Identify the main suppliers for your equipments and raw materials, make price and quality comparison and a final ranking of price and performance of suppliers.

Instruction to 4: Under cost calculation it will be important to include depreciation costs of the fixed capital. Depreciation is the estimated price to the use of an asset. You need to know it to calculate the costs of your product/service. One of the various methods of defining yearly depreciation, and the simplest one, is to divide the purchasing price of the asset by the number of years of usage. Working capital should be detailed in different categories including utilities and administrative expenses and calculated for a one-year production plan. 

Instruction to 5: Financing will be calculated on the basis of the preceding cost calculation and the availability of own funds. Own funds are important to convince the financial institution to grant loan because own funds show the capability of the business owner of organized savings and business management.

Instruction to 6: The Profit and Loss Statement (PLS) is one of the financial analysis tools employed by business enterprises to track the performance of their enterprises. The PLS is the difference between sales and expenses of an enterprise over a given period of time, often one year. If this difference is positive, it is termed profit, while if it is negative, it is then termed loss.

The PLS is important for business operators/managers in checking the efficiency of their business strategies and taking proper actions. The statement is also important for bankers to check business profitability before extending credit. The statement can only be drawn up based on certain source documents such as the cashbook; otherwise it would be very difficult to apply, especially for micro enterprises. For the statement to be applied in a given enterprise a certain level of accounting system is needed to be in place. The PLS statement has the following components:

· Gross sales: the total value of sales which is obtained by multiplying the price of each product with the total units of output sold.
· Returns and allowances: stands for the value of damaged goods that are returned by customers to the business enterprise for which the business replaces the damaged goods with new. It also considers payments made as sales commissions, discounts, etc., which again are deducted from Gross Sales to result in Net Sales.

· Costs of goods sold: stands for the costs involved with regard to direct labour, direct material and factory overhead costs which are deducted from Net Sales to arrive at Gross Profit: Direct material: stands for those material costs directly accrued in the production process, such as raw material. Direct labour: refers to costs of all labour inputs directly used in the production of goods/services of a given enterprise. Often direct labour costs are measured on unit rates and costs of daily labour. Overhead costs: stands for those costs incurred, but which are not directly related to the production process. E.g. depreciation of machinery or equipment, shade rent, etc.

· Administrative and selling expenses: This includes costs incurred for certain administrative purposes and for the distribution of products. These are deducted from Gross Profit to arrive at Operating Profit.  These expenses are for example, salaries of management and support staff, expenses related to telephone, water and electricity bills as well as office rents and other similar expenses.

· Interest expense: this is the amount of interest to be paid on the amount of loan obtained, based on the current interest rate.

· Estimated income tax: the amount of tax that has to be paid as per the income tax proclamation.
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B.
Business Planning for Micro and Small Enterprises

Micro enterprises normally do not need a business plan. But sometimes it may be helpfull for financing and business planning. Business plans for micro enterprise are rather rudimentary and adapted to the very limited accounting and management capacity of micro enterprises.
Business plans for small enterprises are more detailed than micro business plans but also based on a limited capacity in accounting, cost calculation and financial projection of the smal business owners.
Business Plan


Personal Data

Full name of the business operator / partners................................................

Address: ........................................................................................................

Educational qualification ................................................................................
Special training ..............................................................................................
Work experience ............................................................................................
1.
Business Profile
Type of the plan/work/business......................................................................

........................................................................................................................

Legal form of the business: ............................................................................

Year of the Business plan:    From........................... to .................................

Work premises at the disposal of the operator 

(location, size, facilities) ................................................................................

......................................................................................................................

Specify, if there is any advantage or problem related to the location: 

......................................................................................................................
2.
Production Plan
	2.1 Production and Sales

	No.
	Item
	Total Quantity per year
	Sales per year
	Capacity / Utilisation

	1
	
	
	
	

	2
	
	
	
	

	3
	
	
	
	


	2.2 Machinery/Equipment

	No
	Item
	Unit Price
	Total Value
	Maintenance Costs

	1
	
	
	
	

	2
	
	
	
	

	3
	
	
	
	

	4
	
	
	
	

	
	Total:
	
	
	


	2.3 Raw Material Requirement

	No.
	Item
	Quantity
	Total Annual Requirement

	
	
	
	Value
	Source

	1
	
	
	
	

	2
	
	
	
	

	3
	
	
	
	

	4
	
	
	
	

	
	Total:
	
	
	


	2.4 Utilities / Infrastructure

	No.
	Item
	Annual Requirement
	Total Annual Costs
	Maintenance

	1
	Electricity
	
	
	

	2
	Gas
	
	
	

	3
	Water
	
	
	

	4
	Rent
	
	
	

	5
	Other
	
	
	

	
	Total:
	
	
	


	2.5 Labour

	No.
	Particulars
	No. of Staff
	Annual Wages/ Salaries
	Further Training required

	1
	Skilled
	
	
	

	2
	Semi-skilled
	
	
	

	3
	Unskilled
	
	
	

	4
	Owner’s salary
	
	
	

	5
	
	
	
	

	
	Total:
	
	
	


	2.6 Administrative and Selling Costs

	No.
	Item
	Quantity
	Amount

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	Total:
	
	
	


3.
Market Study
Main Customers and Market Segments: .........................................................................................

..............................................................................................................................................................

...............................................................................................................................................................

	Competitors

	No.
	Competitor
	Main Products
	Price per Unit

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


Marketing Strategy to win Customers and overcome Competitors: ................................................................................................................................................................

................................................................................................................................................................

................................................................................................................................................................

	List of Suppliers

	Suppliers
	Products/Equipment/
Working materials
	Ranking of price - performance

	
	
	

	
	
	

	
	
	


4.
Cost Calculation

	4.1 Fixed Capital

	No.
	Item
	Value

	
	
	Initial
	- Depreciation
	= Actual

	1
	Land/Building
	
	
	

	2
	Machinery/Equipment
	
	
	

	3
	Furniture and Fixtures
	
	
	

	
	Total:
	
	
	


	4.2 Working Capital

	No.
	Item
	Duration
	Quantity
	Value

	1
	Raw materials stock
	
	
	

	2
	Semi-finished goods stock
	
	
	

	3
	Finished goods stock
	
	
	

	4
	One year production expenses 
(utilities, adminstration, wages, salaries)
	
	
	

	
	Total:
	
	
	


5.
Financing
	Financing

	No.
	Item
	Value
	Remarks

	
	Own funds
	
	

	
	Loan for fixed capital items
	
	

	
	Working capital loan
	
	

	
	Other
	
	

	
	Total
	
	


6.
Yearly Profit and Loss Statement
	Yearly Profit and Loss Statement

	Period: from...............  to....................

	Gross Sales
	

	Less: Returns and allowances
	-

	 = Net Sales
	=

	Less: - Costs of goods sold
	-

	 - Direct material
	-

	 - Direct labour
	-

	 - Overhead
	-

	 = Gross Profit
	=

	Less: - Administrative and selling expenses
	-

	 - Salaries
	-

	 - Telephone
	-

	 - Water
	-

	 - Electricity
	-

	 - Rentals
	-

	 - Others
	-

	= Operating Profit
	=

	Less: - Interest expense
	-

	 = Net Profit before Tax
	=

	Less: - estimated Income Tax
	-

	= Net Profit after Tax
	=

	Date

Signature


Instruction to the Business Plan

The Business plan for micro and small enterprises is similar to the busines plan for start-ups. The difference is that the small business plan is based on existing experiences of previous production periods.
Instruction to 1: Write down the type of business/activity in which the business operator is engaged. In this section the following issues have to be addressed: the legal form of the business, the business type / merchandizing, manufacturing or service/, the type of products or services. The location of the business can play a decisive role in its success or failure. Explain the work premises and other utilities at the operator’s disposal and describe the specific working premise problems, the space needed for the business , the desirable features of the location and its accessibility to the market. If there is anything in the location that is of special interest for your business you can stress it, too.
Instruction to 2: The production plan includes the estimated production and sales per year based on the previous experience. Capacity/utilisation means the percentage on how you are at the limit of your production and sales capacity with the respective product. In 2.2 put the value of the machinery and equipment and the maintenance costs. Depreciation costs will be highligthed under 4.1 Cost calculation - fixed capital. Utilities and costs of infrastructure such as electricity, water, rent to run the projected production plan including maintenance costs. 2.5 Labour categories required and salaires as well as further trainings required. 2.6 administrative costs to run the projected production plan.
Instruction to 3: The key issue in sales performance or marketing as a whole is to know better the likes, dislikes and expectations of customers. The yearly sales should be planned based on certain market surveys or past experience, if any is available. The market surveys will indicate the different customer segments (e.g. age, social status or region). Focus has to be given to those customers who are likely to purchase the product/service of the enterprise. Planning the yearly sales enables to find out about the desired production amount (it makes no sense to produce more than you can sell) and the yearly income. Describe the months during which sales are expected to be high, in order to make the necessary preparations ahead of time and exploit the advantage. For defining the unit price per product/service you should first know the unit costs (see production costs) as well as the prices of your direct competitors. In addition there is a need to identify the strength and weaknesses of competitors in their product quality/quantity and identify how their product/services differ from yours, their pricing and advertising techniques. The supply market should also be analysed. Identify the main suppliers for your equipments and raw materials, make price and quality comparison and a final ranking of price and performance of suppliers.
Instruction to 4: Under cost calculation it will be important to include depreciation costs of the fixed capital. Depreciation is the estimated price to the use of an asset. You need to know it to calculate the costs of your product/service. One of the various methods of defining yearly depreciation, and the simplest one, is to divide the purchasing price of the asset by the number of years of usage. Working capital should be detailed in different categories including utilities and administrative expenses and calculated for a one-year production plan. 
Instruction to 5: Financing will be calculated on the basis of the preceding cost calculation and the availability of own funds. Own funds are important to convince the financial institution to grant loan because own funds show the capability of the business owner of organized savings and business management.
Instruction to 6: The Profit and Loss Statement (PLS) is one of the financial analysis tools employed by business enterprises to track the performance of their enterprises. The PLS is the difference between sales and expenses of an enterprise over a given period of time, often one year. If this difference is positive, it is termed profit, while if it is negative, it is then termed loss.

The PLS is important for business operators/managers in checking the efficiency of their business strategies and taking proper actions. The statement is also important for bankers to check business profitability before extending credit. The statement can only be drawn up based on certain source documents such as the cashbook, otherwise it would be very difficult to apply, especially for micro enterprises. For the statement to be applied in a given enterprise a certain level of accounting system is needed to be in place. The P+L statement has the following components:

· Gross sales: the total value of sales which is obtained by multiplying the price of each product with the total units of output sold.
· Returns and allowances: stands for the value of damaged goods that are returned by customers to the business enterprise for which the business replaces the damaged goods with new. It also considers payments made as sales commissions, discounts, etc., which again are deducted from Gross Sales to result in Net Sales.

· Costs of goods sold: stands for the costs involved with regard to direct labour, direct material and factory overhead costs which are deducted from Net Sales to arrive at Gross Profit: Direct material: stands for those material costs directly accrued in the production process, such as raw material. Direct labour: refers to costs of all labour inputs directly used in the production of goods/services of a given enterprise. Often direct labour costs are measured on unit rates and costs of daily labour. Overhead costs: stands for those costs incurred, but which are not directly related to the production process. E.g. depreciation of machinery or equipment, shade rent, etc.

· Administrative and selling expenses: This includes costs incurred for certain administrative purposes and for the distribution of products. These are deducted from Gross Profit to arrive at Operating Profit.  These expenses are for example, salaries of management and support staff, expenses related to telephone, water and electricity bills as well as office rents and other similar expenses.

· Interest expense: this is the amount of interest to be paid on the amount of loan obtained, based on the current interest rate.

· Estimated income tax: the amount of tax that has to be paid as per the income tax proclamation.
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C.
Business Planning for Medium Enterprises

The Cover Sheet

What to Include on a Cover Sheet

The first page of your business plan will be the cover sheet. It serves as the title page and should contain the following information:

• Company name

• Company address

• Company phone number (including area code)

• Web address, if you have a web site

• Logo, if you have one

• Names, titles, addresses, and phone numbers of the owners or corporate officers

• Month and year in which the plan is issued

The month and year in which the plan was written is important to include as it lets the reader and especially – if the plan is also intended for providers of finance - the lender know if the business plan is up-to-date. 

Please refer to the Business Plan template for the structure of the Cover Sheet.
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When elaborating the business plan you can use the business plan template developed by SPEED Ghana In the annex 
Executive Summary
Why write an Executive Summary?
The executive summary is often the most important part of your business plan. Positioned at the front of the document, it is the first part to be read. The executive summary is a brief but concise statement designed to give your reader an overview about your business by summarising the key points. Its purpose is to explain the basics of your business in a way that both informs and interests the reader. If, after reading the executive summary, the reader understands what the business is about and is keen to know more, it has done its job.

What to include in an Executive Summary!

The executive summary must summarize the essence of your proposed business undertaking. It is a summary of the key points of your entire plan. It should include highlights from each section of the rest of the document - from the type of business you are in through to the highlights of the financial forecasts. The executive summary should be able to communicate in brief everything that a reader needs to know. It is therefore also very important that the summary is easy to understand and well-structured. It should not exceed 2 pages. If the executive summary is not precise, the reader may not go to other sections. 
The summary could contain some of the following points: 

Type of business

· Describe briefly what business you are in (wholesale, retail, manufacturing, service provider), and what is the goal of your business. 

· Describe the product/service you are offering and clearly state why the product/service is unique. If the product/service is not unique be sure to explain why it will succeed over existing products. 

As your mission statement should contain more or less this information you may choose simply to include it in the summary.
Company Background

· Describe whether your business is a start-up or an existing business and the background for starting your business.
· Describe the location of your business.

Market

· Describe in brief the market, hereunder its size, your customers and competitors, and how the product or service fits into the market.
Personnel

· List the number of employees. 

· Describe the management and the key employees and their expertise and experience. 
Financial Objectives

· Clearly state the sales and profitability objectives and the way that you will meet these objectives. 

Funds requested

· If you are writing this proposal to an audience where you are requesting funds, describe what amount is needed, when it is needed and for which purpose (working capital, purchase of machinery, development of product etc).
2) The Nature of the Business
Why write about the Nature of the Business?

This section of the Business Plan provides background and other information on what you would like to do with your business and what is your goals. It also provides information on how your business was started or how and when you plan to start it. The content of this section will help you to make youself aware of your goals but it will also give potential lenders the opportunity to analyse the seriousness of your business idea. 

What to include in the description of the Nature of the Business 
Mission Statement
Writing a mission statement may seem more complicated than what it actually is. At its most basic a Mission Statement describes what it is you would like to do with your business. It is a brief clarification of your overall business goals and why your business exists. It should briefly describe the nature and uniqueness of your product or service and whether your business is in wholesale, retail, manufacturing, or whether you are a service provider. Your product or service should only be briefly introduced as a longer description will follow the section linked to the product/service. Describe the benefits your product or service will provide to your customers and your employees. In essence the statement should contain:
· What business you are in and why (manufacturing, wholesale, retailing, service provider)
· What is your product or service (a short and precise description)
· What benefits will your product or service provide your customers and what needs will it cover.

· What are your strategic goals, detailing what you want to achieve the next one to three years
· How you will achieve your goal and how you expect your business to develop. 
Objectives

The objectives of your business undertaking should describe the direction your business is going to take and how it will achieve its goal. The objectives will guide you through your work with your business and should describe what you hope to achieve and by when.

It is of outmost importance that the objectives are specific and precise as it will both show readers that you are clear in your mind of what you will do but they will also put your ideas into context. 

The objectives of a business differ depending on the nature of the business, but whatever objectives you choose, you should be able to back them up with facts and figures. You may consider turning your objectives into growth and financial objectives, making your objectives specific, measurable business goals, including sales, profits, growth rates, etc. 
You may consider dividing your objectives into short-term (during the first 12 months) and long-term (after the first 12 months) objectives.

Remember: Make sure that your objectives are realistic and consistent.

History of the Company 

Here you should briefly describe the history of the company to date. Whether it is a start-up or an existing company, who started the company, when it was formed and why, how the idea originated and when your product or service was introduced or will be introduced. If your business is an existing business, briefly describe the company’s historical performance. 

Legal structure 

You should describe the legal structure of your company – that is whether your company is established as a sole proprietorship, a partnership or a corporation. In this section you could include the strengths and weaknesses of your choice of legal structure. If you are a start-up company and are not yet formally registered you may consider describing how you will proceed with the registration. 
Ownership and Investors

You should put down the names of the owner/owners, partners or major investors. Later in the section “Organisation” a more fully description of the owner/owners should be provided. 

Company location and facilities

A good location for your business is a very crucial factor in market development and you should therefore carefully consider this aspect. Location of the business is essential to either reduce costs, or increase the chances of attracting customers to look at your product. If the business is retail or service-oriented, it must be near the market. If it is production oriented, it may be better to be closer to raw material sources or near infrastructure facilities, transport and utilities centres. 

In this section, you should describe where your business is located and what facilities your company own or have rented. You could include why you find that the location is advantageous for your business. As the answers to this question derive from your market analysis, you should consider writing this part after having described your market. 
When writing the section, The Nature of the Business, you need not to include all the above subheadings, it may be better to weave the various bits of information into a cohesive narrative. However, if you find it easier to write about each item in separate sections that is what you should do. 

3) The Business Organisation

Why write about the Organisation?

Describing your organisation is important in order to show the structure of your company and the competencies and experiences of both the management and the key staff. Lack of experience is one of the leading causes of business failure. People are resources and play an important role in your business operation. 

By describing the organisational set-up you will both have the ability to analyse and demonstrate the experience and skills of your company as a total. It also gives you an opportunity to reflect upon whether your company is in possession of the right kind of experience and expertise or whether you need to hire other staff members or upgrade the current ones in order to ensure that all expertise needed is within your company. 

A clear separation of responsibilities is needed in order to run your company and make sure that all aspects of your business operation are taken care of. Writing down the exact responsibilities of each staff member will also help you understand what skills are needed. 

If you are just starting, you face a special challenge because you do not have an established track record. Instead, you must concentrate heavily on your ability to sell yourself as a potentially successful business person. In essence, your ability to sell yourself is a substitute for the historical information that does not exist. Therefore, a description of your employees is essential. This is also the case if you run your business on your own or with only one or two employees. Here you should be sure to describe as thoroughly as possible why you will be able to run your business alone or with only few staff members. 

Furthermore, if your business is small or if you are just starting up your own business your financial situation may not allow you to employ all people needed. You may for example need an accountant but cannot afford to pay a full-time accountant. Instead you should consider how you can hire the needed expertise on a temporary or hourly basis. 

What to include in the description of the Organisation 
Organisational structure

Start out by presenting an organisational diagram. Elaborating a diagram of the organisational structure of your company including the various areas of responsibility may be a useful tool for the reader in order to understand better how your organisation is structured. The organisational diagram should give an overall picture of whom are responsible to whom and which tasks the various staff members or staff member groups are in charge of. An organisational diagram may take different forms. 
An organisational diagram may look as the one depicted below:


[image: image1]
Management
In this sector you should describe the management of the company. In many small companies, it is the same person who manages and owns the company. Managing a business demands dedication, persistence, ability to take decisions, and manage employees and finances. You should demonstrate that the management is able to take up this challenge. 

List the names of the management and describe the qualifications (hereunder educational background) and previous relevant working experience. If the management does not possess experience from the business you are in, you should focus on experiences and skills that can be transferred into your current business. Think of what responsibilities the management staff has had previously and which skills have come out of these job functions and how they can be used in your current business. In addition you could also describe the strengths and weaknesses of the management. 

Finally, describe the responsibilities of each of the members attached to management.

You may consider including CVs for the management as appendices if you find it relevant. 

Key Staff
List the number of employees and describe the key staff members that are attached to your company, their qualifications and their experiences. As was the case with the description of the management staff, think of transferable skills and how the staff can use skills obtained from other jobs or other situations if they do not have prior experience relating to your current business activities. 
Finally, describe the responsibilities of each of the staff members.

You may consider including CVs for the key staff as appendices if you find it relevant. 

Other Employees

You should also consider writing about your personnel needs that is what experience and skills are missing in the company, whether you plan to recruit additional staff or whether you plan to provide training in specific areas for your current employees. 
Payment of Employees

If your company is more than a one-man business, you should also consider which salaries, benefits, vacation etc you plan to offer your employees. 
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4) Products and Services
Why describe your Product or Service?
The section on your product or service will help your reader understand what it is exactly that you are/will be selling and why it is unique compared to the products or services of your competitors. The section will also help the reader understand how your product is produced or how your service is delivered. If you are a wholesaler or a retailer, the section on the production process will not be relevant. 
What to include in the description of your Product or Service
When you write about your products or services, imagine that your reader has only little or no understanding of your business idea. It is tempting to assume that your reader will automatically understand what you are trying to tell them but when the reader have read the section on your products or services he/she should have more than a vague understanding of your products or services. You should not try to sell the product to your reader. The challenge is to be specific and stick to the facts. 

The following elements could be included in the description of your product or service. 

Product/Service Descriptions

Describe each of your products or services. Go into as much detail as necessary for the reader to get a real understanding of what you are selling. You should describe the product in such a way that people who are not experts in the field understands what it is that you are selling. The description should, however, be as brief as possible without leaving out important information. Obviously, the more complicated your product is the more detail you will have to go into. 

In the description you should explain how your product or service is used and stress specific characteristics or variations that your products or services have. Customers buy benefits, and specific features make those benefits possible. Describe how your customers can benefit from you product or service. What will they get out of buying it?

In addition to describing your products or services, you should note any applications or uses of your products that are not readily apparent to the reader. You may also consider including information about whether you expect to sell items on a one-time or infrequent basis, or whether repeat sales or after-sales services are an important part of your business. A similar discussion is also how long your product or service will last and whether you intend to upgrade or replace the product or service some time in the future.  Such discussion will give the reader an understanding of your future sales. If you have more than one product, describe each product individually.

Product/Service Uniqueness 
Most new businesses are established to sell products or services that are already available on the market. Investors will, however, often like to know what it is that makes your product unique what it is that sets your product or service apart from your competitors. That is, why your product or service will be successful in the market? Describe the unique features of your product or service. Your product may be a commodity but it can be differentiated by the way it will be delivered or by additional service. In order to succeed, you have to give potential customers a reason for choosing your product or service instead of products or services sold by your competitors. 

You should make sure to emphasise this point. It is, however, not only important to stress this point vis-à-vis potential investors but it is also a critical point in your sales and marketing strategies. If your product is not unique as such then explain why you think that it will succeed on the market. 

Status of the product

Describe the current stage of your product or service and when the product or service is ready for the market. If your product is not ready for sale you should in this section also describe any research and development activities that are required before you launch your product/service and give a clear indication of the effort/cost involved and the time required for completion. Be realistic about the effort and the time it will take to develop it. These points are often underestimated, and this leads to serious financial difficulties before the product is ready to be sold and bring in cash. Therefore, readers of your plan, especially potential investors, will scrutinize your development plan to determine whether you have taken into consideration all issues that could lead to delays or cost overruns. 

Proprietary position
If your products or services have any competitive advances due to patents, copyrights, trademarks, franchise or dealer rights, this should be included in your business plan.

Production process and capacity

Production Process

The reader – and especially if the reader is an investor - should understand how your product or service is produced or developed. A production plan is not only required for start-up companies who aim at setting up a manufacturing business, but also for service providers and traders. Describing the production process, will help you to find out which machinery and items (fixed assets or capital investments), which have to be purchased. It also indicates the production capacity and the production techniques. 

Manufacturer

If you are a manufacturer you should go through each stage in the production process and describe the stages from raw material to finished product. How is your product made? For each stage you should explain the following:

· The process, The equipment used, The material needed, The personnel

When describing the material needed, you should explain which parts you will make yourself and which parts you need to buy from outside suppliers. 

You may consider describing the production process by using the following table. Write down the required equipment, material, personnel and person hours for each step in the production process. 

Overview of production process

	
	Process
	Equipment
	Material
	Personnel
	Person-hours

	1.
	
	
	
	
	

	2.
	
	
	
	
	

	3.
	
	
	
	
	

	4.
	
	
	
	
	


Service Provider

If you are a service provider you should describe the process of delivering the service. The following provides you with an example of the process of delivering a service. 

Production Capacity

Having described your production process, you also know how much production capacity is needed to produce your product or deliver your service, and taking into account your estimated future sales (see next chapter) you will be able to estimate the needed production capacity. As a manufacturer it is of great importance that you do not buy machinery that is over-sized or too excessive for your business and as a service provider that you for example do not hire too much staff. 

Calculate how many items you can produce per month with the machinery you intend to buy and the number of employees you have or how many courses (if you as a service provider sell courses) you can deliver with the number of employees you have. 

Production Site

Include considerations of the production site in your business plan. Is it safe? Is power and water supply reliable? Is the site big enough also for enlargements or is it too big? Is the road access good enough? Is it accessible for the employees? Are production procedures safe and healthy? Do you have a title on the property? 

Remember to be very cautious when buying buildings and also equipment for that matter. You could consider renting buildings and equipment until you find out exactly how the market looks like. In general, it is safer to start out on a modest scale as it may be too costly to buy large production sites and machinery if it turns out that the market is not big enough. 

Cost of Goods
It is important to get an overview of the production costs of your product or the costs of delivering your services. This information is important to have when you come to the Marketing strategy section where you should set your selling price of your product or service. For a manufacturing company, the cost of goods is the cost incurred in the manufacturing of the product. For a retail or wholesale business, the cost of goods (sometimes called the cost of sales) is the purchase of inventory. To find out how you calculate your production costs (Annex 1)
Suppliers

In this section, you should describe how the supply of the material and utilities required for production is ensured. Investors and bankers are aware that interruption in the supply of any essential material, spare parts or equipment could have a serious impact on the overall profitability and even viability of the business. Such supplies may include:

• Raw materials for the products;

• Outsourced components of the products;

• Spare parts for machinery and equipment;

• Energy (oil, gas, electricity, etc.);

• Consumable chemicals, lubricants, colours, etc.;

• Packaging material;

• Water, etc.

Depending on the location of your production facility, supply problems may arise because of import restrictions or custom delays, transport difficulties, unreliable logistics, etc. In this section you must analyse the critical issues related to the supply of material and describe how you will deal with such problems if they arise. 

Quality Control
You can choose briefly to describe how you intend to control the quality of your product or services and which procedures you will use for this purpose. 
5) Marketing Plan
Marketing plays a vital role if you wish to be successful. Even though, the biggest mistakes in connection with the elaboration of a business plan are often made in connection with the marketing planning. There are two main reasons for this:

1. You must put yourself in the situation, thinking and emotional state of your future customers, which is not an easy task.

2. There are a lot of market factors that you cannot directly influence. 

It is for example very difficult to find out exactly how many customers are going to buy your products. These are figures that you must estimate. Marketing is not an exact science and especially with regard to new business ideas a lot is founded in sound human understanding. However, with a systematic analysis of the market and your competitors you can improve considerably your business plan. 
You can elaborate your marketing plan in four steps.

1. Analysis of the market and customers: You analyse who may be your potential customers and the size of the market.

2. Analysis of competitors: You analyse your competitors, their strengths and weaknesses and the position of your product compared to theirs. 

3. Target market: Out of the potential customers you have identified you select the customer groups whose needs your business idea covers the best and which you have the most to offer compared to your competitors. 

4. Marketing-mix: You select the appropriate marketing mix, that is product, price, place and promotion.

The three first steps will be explained in section 5.1 whereas the fourth step will be described in section 5.2.

5.1 The Market and your Competitors
Why write about the Market and your Competitors?
How well you market your business, will ultimately determine your degree of success or failure. The key element of a successful marketing plan is to know your customers, their likes, dislikes, expectations etc. By identifying these factors, you can develop a marketing strategy that will allow you to stimulate and fulfil their needs. 
Making a useful analysis of the market and your competitors requires research. You need to study your market and competitors in order to elaborate a useful marketing strategy. The aim of this section is to get a thorough understanding of the market and your competitors, prove that there is a demand for your products or services and that your company is sufficiently competitive to get a share of the market. 
What to include in the description of the Market and your Competitors
Market Characteristics and Customer Profile

Compiling a business plan is all about forward planning and getting strategies to ensure that your business is both viable and profitable. Knowing and understanding who your customers are is crucial in order to elaborate your marketing plan. Consequently, this section should be a description of the market and the profile of the customers. Who uses your goods and services? 
Marketing has the customer as its sole focus. Everything in your business, whether it is a start-up or a going concern, old or new, big or small, revolves around your customers and potential customers. Your product or service has to be in accordance with their view on what is worth buying. Your location and working hours have to fit their needs. The more you know about your potential customers, the better off you will be.

Customer research: what you need to know

You will need to focus your efforts on finding out as much as you can about existing and potential customers. If you can work out how they make their buying decisions, you can adapt your sales methods and techniques to fit your customers' needs. Customers buy because they have needs or desires to fill, problems to solve, or see an opportunity. If you can help them fulfil their needs or desires, solve the problem, or take advantage of the opportunity better than any of your competitors, then they are likely to buy from you. 

The first step is hence to find out exactly what problems you will solve or needs you will fulfil for your customers. Secondly, you have to find out who has these problems and needs. Since not all consumers or businesses are customers for your products or services, you must discover which ones are your most likely customers. In general, your most likely customers are those who already recognize that they have a need to fulfil or a problem to solve, and are ready to take action to fulfil the need or solve the problem. If you are not sure which consumers or which companies are likely to be your best customers, then you will have to do some initial research to determine who they are and how you can reach them.

If you are an existing company you could start with your current customers. They find what you offer them to be of value. If you are in a start-up business, you should describe who you think your customers will be? Your aim is to know in detail what your customers want that your business can profitably provide them.

For your existing customers, try to find out:

· what they think about your products or services 

· why they need your product or service - this may be different from what you believe 

· why they buy from you and not your competitors 

· what they think of your prices 

· what they expect from you, for example reliable delivery 

· how they rate your customer service 

· how they think you could develop or refine your products or services 

For your potential customers, try to find out:
· who your potential customers are and what groups they fall into 

· how many potential customers there are 

· how much of your kind of product or service they already buy from your competitors 

· what it would take to get them to buy from you 

· what developments they expect in your product or service 

· when and where they prefer to buy

Identifying market segments and selecting target markets

No business has the resources to sell to the entire world. The customers are too many and diverse in their buying requirements. Instead of serving the whole market the company needs to identify the market segment(s) or customer group(s) that it can serve more effectively - the target market. You can then develop your products and marketing strategies especially for this/these segments. So the best is to select a group or more between the potential customers whose needs your business idea covers the best and which you have the most to offer compared to your competitors. Identifying your target market requires two major steps. 

1. Market segmentation: Identify and profile distinct groups of customers in the market who may require different products.

2. Choose target market: Select one or more market segment.


So the fundamental question you should ask yourself is to whom – within the identified market area - you will sell your products. Here we are talking about a specific target group or market segments, within the specified market you have chosen. Describe these customers as clearly as possible in order to ensure that the product suits their taste, needs, wants, income etc.. Segmenting and categorizing your current and potential customers makes sense for even the smallest business. Focusing on specific groups will also allow you to make the most of your promotional activities. 

Grouping your potential and current customers into segments

Markets consist of buyers, and buyers differ in many ways. Markets can be segmented or grouped in a number of ways. Market segments are normally large identifiable groups within a market. 
The ways in which you can divide your customers into groups depends on whether your customers are business customers or individual consumers. If you are targeting individual consumers, you use variables such as geography, demography, and behaviour. For business customers, you will want to know how big their businesses are, what sectors they are in, where they are situated geographically, and who makes the decision to buy your product or service.  The following table lists a number of segmentation criteria that can be used in order to divide potential customers into various groups. 

	Individual Consumers
	Business

	Age
	Type of business (Manufacturer, retailer, wholesaler, service)

	Gender
	Buying motivation 

	Race and ethnic group
	Location

	Reading, listening and viewing patterns
	Legal structure (Sole proprietor, corporation, partnership)

	Education
	Sales level

	Social Class
	Distribution patterns

	Occupation
	Number of employees

	Income level
	


The segmentation variables can be used singly or in combination but it should be remembered that the variables listed are only for inspiration. You should be very selective when you choose your variables as the variables should fit into your business situation. Not all segmentations are effective. To be useful, market segments must be:
· Measurable: The size, purchasing power, and characteristics of the segments can be measured.
· Substantial: The segments are large and profitable enough to serve as segments. A segment should be the largest possible homogeneous group worth going after. 
· Accessible: The segments can be effectively reached and served.
· Differentiable: The segments can be distinguished from each other. 
Choosing a target market
Once you have identified the market segments, you have to evaluate the various segments and decide how many and which ones to target. 
When evaluating the segments, you must look at 

1) The attractiveness of the segment. That is whether it has the right size, whether it will grow, whether the segment is profitable, has low risks etc. 

2) How the segment fits into the objectives and resources of your company. You must consider whether selling to this segment makes sense given your company’s objectives and resources. It may be that you do not possess the skills and resources it needs to succeed in the segment. 

Having considered the above factors, you must decide which segment or segments to target. You may choose one or more segments depending on your resources, but at first you should consider only targeting those customers who are the most likely to buy your product or service. Later you can expand your business to other customers. Having chosen your target market it is important to be thorough and specific when elaborating the final description of the target customer for your product or service as you will need this information in your marketing strategy. 

Market size 

Estimating the size of a market is not an easy task. However, in a number of ways it is possible to estimate how much of the product is currently being sold. Basically, the approach is to move from the general to the particular. For example, taking your target customer group you can start buy estimating consumption, usage or sales of the product per head in your local area. 

If possible, it is good to check some statistics, if they are available. If you cannot get hold of any reliable statistics (secondary data), it may be better to make a simple low-cost sample survey, i.e. gather firsthand or primary data. For example if you know how many shops there are which sell your or similar products, and if you question a few of them regarding their sales, you can estimate the total sales of the product. 

Analysing the size of your market will allow you to find out whether your market is large enough for you to expand your sales in a later stage. 

Competitors
The competition section indicates where your products or services fit into the competitive environment. Analysing your competitors helps you to understand the market you are operating in and identifies some of the barriers that you may face. Knowing who your competitors are, and what they can offer, can help you to:

· make your products, services and marketing stand out 

· ensure your prices are competitive 

· respond to rival marketing campaigns with your own initiatives 

· learn ways to improve your own business performance 

· create a marketing strategy that takes advantage of competitors' weaknesses 

· be realistic about how successful you can hope to be 

Your competitors may not always be immediately evident, as they do not necessarily provide the exact same product or service as you. If you sell beer, your direct competitors will be other beer producers but you might also compete with producers of wine – the indirect competitors.
What you need to know about your competitors

In order to understand your competitors you could try to find out:
· the products or services they provide and how they market them to customers 

· the prices they charge 

· how they distribute and deliver 

· the devices they employ to enhance customer loyalty and what back-up service they offer 

· whether they innovate - business methods as well as products 

· their staff numbers and quality 

· how they use IT (for example, if they offer a website and email) 

· their market share

· their annual sales

· their annual report if they are a public company 

· their strengths and weaknesses

Collect the promotional material of your competitors and do it periodically to be up to date. 

A table presenting your five biggest competitors can be a good way to analyse the competitive situation. Columns should at least include the name of your competitor, market share or position, annual sales (if available), strengths and weaknesses. For a format for such an analysis (Annex 4) 
You will find it very difficult to get information about your competitors. They will be unlikely to want you to help you and little data may be published on their operations. Persistence is required as there are few businesses with no competition. Indeed if you do find that there is no competition it may be because you have not looked properly or because the business area is not worth going into.

Competitive Comparisons

When you have identified your competitors you should compare your product or service against their products and services and describe your products or services advantages and disadvantages compared to the ones of your competitors. The purpose of this exercise is to find out whether your products or services can compete effectively with the ones of your competitors. If you find that your products or services will be able to compete with the ones of your competitors state why or if not consider how you can change your products or services so that they will be able to compete in the market. 

Geographical Coverage

Determining the geographical coverage (that is, where to market the product) depends very much on the nature of the product; how well it lends itself to transport and distribution; the size of the market in different localities; the presence of strong competitors in the areas under consideration; your willingness to travel; and of course, on existing contacts or channels of distribution you are familiar with. 

In general, it is easier to deal with a limited marked area, since travel time and distribution costs can be kept to a minimum.

Market Share and Estimated Sales

What kind of share of the identified market that can be captured by your own business is always a difficult question to answer precisely, since much depends on your ability as a company to sell your product, your network, and the effectiveness of your marketing strategy. It also depends on the extent and strength of competition. In the final analysis, your estimated sales should be what you find reasonable given all the information available to you. The estimated sales of your business should be based on your assessment of the advantages of your product or service, the size of your market and the share you expect to get. 

However, some guidelines can be given. If you have done your market survey properly, you will know the following information about your competitors:

a. whether there are few or many competitors;

b. whether they are large or small in size;

c. whether their product features are similar or not similar to one another;

d. whether their product features are similar or not similar to yours.

To estimate your market share you can get help from the below Market Share Decision Guide. The guide may help you in processing information to make an estimate of your market share. 

Market Share Decision Guide
	Number of Competitors
	Size of Competitors*
	Product Feature of Competitors
	Market Share (in %)

	Many
	Large
	Similar
	0  -  2,5

	Few
	Large
	Similar
	0  -  2,5

	One
	Large
	Similar
	0  -  5

	Many
	Large
	Dissimilar
	0  -  5

	Few
	Large
	Dissimilar
	5  -  10

	Many
	Small 
	Similar
	5  -  10

	Few
	Small
	Similar
	10  -  15

	Many
	Small
	Dissimilar
	10  -  15

	One
	Large
	Dissimilar
	10  -  15

	Few
	Small
	Dissimilar
	20  -  30

	One
	Small
	Similar
	20  -  50

	One
	Small
	Dissimilar
	40  -  80

	No competitor
	
	
	100


*It is assumed that your business will be in the "small" category when entering the market.

If for example you have many competitors, that they are small in size and sell products with features that are similar to each other and to your products, you may estimate your market share to be somewhere between 5 and 10%. This is of course only a rough estimation, but it may give you an hint about your potential market share. 

For existing businesses, the current client base and client gains anticipated in the foreseeable future form a sound basis for the sales forecast.

Now that you have estimated the market share you can realistically capture, you make an estimate of your targeted sales (sales forecast). For the first year you should calculate the monthly estimated sales and for the following four years the yearly estimated sales. The estimated sales figures should be sales in unit and in cash. The first annual sales forecast is generally a fraction of the estimated market share and could be anywhere from 60 to 80% of the market share in the beginning.  This is to give allowance for some errors in estimating the market.

Projected Sales by Year
	Year 
	Product
	Sales Volume (units)
	Sales Amount (GHC)

	
	
	
	

	
	
	
	

	
	
	
	


Justify your sales projections by explaining the underlying assumptions made. The estimated sales figures will be crucial to other financial documents you present later in the plan. 

Market Trends

If possible you should try to estimate whether the market is growing, steady or declining
5.2 The Marketing Strategy
Why write a Marketing Strategy?
Marketing is an important element of a business’ operations. A marketing strategy forms the basis of how you intend to promote your business and ensure that you are successful in generating sales. The nature of your business and the market you are in will influence your choices taken in relation to your marketing strategy. 
Attracting and maintaining customers is the key goal of any business. The best way to develop a marketing strategy that will be successful is to view your product or service through the eyes of your customers. What is it that they want from your product? Hence a key element of a successful marketing strategy is to know your customers. 
A marketing strategy consists of a mix of different aspects. Normally the marketing mix consists of four aspects: 
· Product 
· Price
· Place and 
· Promotion

It is important to look at these four aspects in an integrated manner as it is the total of them all that will make you successful in your business. 

You should not assume that because your product is good that customers will automatically buy your product. When elaborating your marketing strategy make sure to use the information you have gathered about your customers and competitors.

What to include in a Marketing Strategy 

When you have determined your target market and hence also the characteristics of you customers, as well as those of your competitors, you should ask yourself how you can use these data. What do they say about where you have to locate your business, how you should advertise, what the price of your product should be. Also if you during your research have obtained information about what the potential customers perceive as the strong and weak points of your product and/or services, you may be able to use this information to make your products and/or services more appealing to potential customers. Hence when you elaborate your marketing strategy including your four Ps (product, price, place, promotion) you should make sure that it is fitted to the characteristics of your customers. 

If you are a potential franchise owner, you will have to use the marketing strategy developed by the franchiser. 

With regard to all four aspects below, you should in your business plan explain how you wish to deal with the four issues and how you have arrived to these decisions. 

Product (Product Positioning) 

By product is meant what the product or service offers to the customers in terms of features and benefits, quality, guarantees and after sales service. The product position is your identity in the marketplace that is how you want the market and your competitors to perceive your product or service. 
There are a number of ways that you can position your product:

· By product difference

· Find the benefits of your product or service that is the most important to your target market
· By highlighting the users of your product

· By positioning your product against a competitor. Here you should analyse what you can offer that the competitors cannot and then seek to provide a product or service that is different to the ones of your competitor
Find the one that works best for your company and product. 

Price
Product pricing is a major consideration in your plan since it has a significant impact on your profitability objectives. In this section of your business plan you should hence describe your pricing policy and why you think that it will result in a maximization of your profits. Discuss what you will charge for your product or service and how you derived at the price. You may also include where your chosen price places you in the spectrum of other providers. 

Your pricing strategy is a marketing technique you can use in order to improve your competitiveness. The objective of your pricing strategy is of course to set the price at a level that maximises profits. When setting your price remember that claiming that your product or service will be higher in quality and lower in price than those of their competitors often makes a bad impression because it is usually unrealistic. If you really do have a higher quality product, it will appear that you may plan to underprice it, and consequently undersell it.

When setting you your prices you should take into consideration the following aspects: 

Cost prices

The costs of your product are an important basis for setting your price as you should not sell below what it costs to produce or buy your service or product.

· If you are a wholesaler or a retailer you should explain the basis of your mark-up. Mark-up pricing is the formation of a product price by adding a percentage for profit to the unit average cost. 

· If you are a manufacturer or a service provider you should do a cost analysis, breaking down the direct costs into their components.

You reach your selling price by adding a reasonable profit margin to the final product cost. You will here be able to use the calculations of the cost price made in the product/service section. Remember that costs tend to be underestimated. If you start out with low costs and low prices, you leave yourself with little room to manoeuvre. 

The diagram to the right gives an overview of some the considerations that you should be made before setting the price of your product or service.
The Customers

One consideration when setting your prices is the perception of the value of your products or services by the customers. Your customer’s opinions of value may have little or no relation to the cost of the product or service. The value of a consumer product can often be measured by how much it contributes to cover basic or important needs of daily life. Your prices should reflect how well you know your customers. 
· Are they wealthy people that demand high quality merchandise and personalised service? 
· Or are they budget conscious people who want a good quality product at a fair price? 
A very important aspect is also whether your target group can afford the price you offer. You should consider whether the price is within the budget of your potential customers. 
You should here use your analysis of your customers. 

Competition

Competition is, of course, an important consideration in pricing. By comparing your product with others in the market and then, based on your product’s quality and other features you may fix your price higher or lower than your competitors. For example, even though you sell exactly the same as our competitors, your prices may need to be much higher or lower than his for various reasons:

1. Your costs of operation are higher or lower than your competitors

2. You offer more or fewer other benefits to the customers

3. Your customers may be different from those of your competitors
You should here use your analysis of your competitors made in the previous sections.

Demand and Supply 

The demand and supply of the product should also be considered. If there is a scarcity of your product in the market, you can set your price high (by increasing your profit margin) but if there is a surplus you may be forced to lower your price (by reducing your profit margin or your costs).

In practice, all considerations can be used from time to time in any business, but in general and especially when starting a business, it is safer to set your prices based on your costs. 

Place (Sales and Distribution Channels)
Sales and distribution plans is all about how you get your products in the hands of your customers. This section should describe the channels and mechanisms by which your

product or service will be reaching the end user. You should demonstrate that

you have established appropriate logistics for ensuring that your product will

reach the clients in time, in perfect condition and in a cost-effective way. Whatever the size of your business, you must expect that at some point you will have to address the issue of distribution. How you intend to distribute your product or service to your customers will depend on a number of factors including your profit margin and selling price. 
Distribution channels. What are your primary distribution channels? There are three methods of distribution for you to consider:
· Indirect distribution: If your product will be sold through retail stores or wholesalers this is considered as indirect distribution as your customers will be buying your product from a business other than yours. Only products with a large profit margin and mass appeal tend to be sold in this way. 

· Direct distribution: Products which are sold straight from yourself to your clients are described as direct distribution. 
· Third party distribution: Appointing an agent to sell your products on your behalf is another method of distribution. This may include door-to-door selling.

In the business plan you should describe which distribution channel you are using and why this is the best one. 
If you distribute your products through store, offices or other physical locations, these channels should be described by size, location, and physical characteristics in reasonable detail. If you use door-to-door selling you should describe how the salesmen will get around. If you plan to create a website you should include information on the design of the webpage, description of contents and major features, hosting arrangements, technological considerations, and other details about the creation and maintenance of this website. In this section you may also consider to write down the opening hours of your company. 

When choosing your distribution channel you should consider the below questions:

• Impact on quality. Is the quality of the products adequate when they reach the final consumer? For example, if you distribute perishable goods such as flowers, tropical fruits or fresh fish, will these be fresh enough when they reach the consumer? Are your products stored and transported at an appropriate temperature and humidity? Does the delivery time meet the requirements of the product? 

• Costs. Is the chosen distribution channel cost-effective for the type of products, quantities and markets that you are targeting? 

• Mark-up. Can your product bear the mark-up required by the distributors? 

• Packaging. If you provide a product, your packaging will be a crucial early consideration. Is the packaging of your product suitable for the distribution and transportation channels that you have chosen? Can you be sure that the product reaches the client in a perfect condition? The more stages in the distribution channel and the more loading/unloading, the more robust your packaging has to be. Remember: Many small businesses assume that a sales effort can be set up with minimal timing, effort and expense. This is not the case. It can take as long as a year for a sales person to become acquainted with a product and territory. 
Promotion
Promotion is one of the most neglected aspects of marketing a product. However, how you advertise and promote your products and services may make a difference. Having a good product or service but not making your customers aware of it may be like not having a business at all. Promotion is necessary to make your customers aware of your products or services and to convince them to buy your product and not the ones of your competitors. Some of the promotional measures are:

	· advertisements on radio, newspapers, magazines, trade journals or, television

	· buy one - take one

	· coupons

	· direct mail

	· free samples

	· free trial

	· merchandising ensuring proper display of your product on shelves of your market outlets

	· handbills distribution

	· package design

	· participation in trade fairs and exhibits

	· personal selling

	· posters

	· press release

	· prompt, regular, courteous and efficient service to your clients

	· signboards

	· special credit facilities to regular customers

	· sponsorship of local shows, festivals

	· trade associations

	· volume discount (reduced prices when selling in bulk)


One word of caution on promotional measures. These activities cost money to your business, so be sure that for every promotional measure adopted, there is a foreseeable increase in sales. Without a justifiable increase in sales, cost will escalate, hence increasing the unit cost of the product. 

If you are a start-up you may consider beginning by developing small brochures that describe your products and services and their benefits, their prices and the location of your business.  

Marketing Budget

You must have a marketing budget that includes your marketing cost such as for promotion, distribution and salaries of your sales force, if any. 

Marketing Budget

	Item
	MONTHS

	
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12

	Projected Sales
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Marketing Expenses:
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Promotion (specify)
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Distribution (specify)
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Advertising (specify)
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Selling (specify)
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Total Marketing Expenses
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Marketing Expenses over Sales (%)
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 


7) Risks and Opportunities
Why write about the Risks and Opportunities related to your business?
This part of your business plan may be optional though it is recommended to think about the risks and opportunities related to your business operation and it will be good background material to have when you elaborate your business plan. 
Every business is connected with risks and opportunities. By analysing and writing down the risks that you may encounter you show that you have thought through your business idea carefully. Remember that no business is without risks. 
Elaborating a SWOT analysis will help you analyse your risks and opportunities. It is recommended that you conduct a SWOT (strengths, weaknesses, opportunities and threats) analysis while you are planning your business. A SWOT analysis will help you in structuring your thoughts, analysing your risks and setting up your strategy. Specifically, a SWOT will be of value in helping you to:

• Build on your strengths
• Work with your weaknesses
• Exploit opportunities
• Develop strategies to deal with threats
What to include in the description of the Risks and Opportunities 
First you should describe your strengths, weaknesses, opportunities and threats. In general strengths and weaknesses are issues within your company whereas opportunities and threats you find outside your company.
· Strengths: The strengths of your business include everything you are competent at, and everything associated with the running of your business from manufacturing and selling through to accountancy and purchasing. 
· Weaknesses: This is the most difficult section of the analysis to assess critically- but it is important to try. There will always be areas in which you lack the necessary expertise and experience whatever the size of your company. 

· Opportunities: It is unlikely that you will ever be able to dominate your market, but even so you may see some future opportunities in the market. 

· Threats: Your competitors will present the biggest threat but they are far from presenting the only one. Legal or environmental factors could also pose threats. Be aware of anything which may affect the success of your business. You should let the reader know that you have identified such threats and how you intend to deal with them. 

Having listed the strengths, weaknesses, opportunities and threats, the next step is to summarize and prioritize your findings. Here you should pick the risks and opportunities and decide which ones are the most important to turn your attention to. This list should be kept short. You will only be able to deal with a handful (at best) so a long list will do you no good.

Finally, having outlined your most important strengths, best opportunities, and most dangerous weaknesses and threats, you should consider what action you should be taking in order to build on your strengths and opportunities and to shore up the major weaknesses and avoid major threats. 

You can use the following tables when conducting your SWOT analysis: 
	SWOT ANALYSIS

1) Internal and External Analysis

Internal analysis:

	Factor
	Strengths
	Weaknesses

	Quality
	
	

	Customer service
	
	

	Financial resources
	
	

	Financial management
	
	

	Marketing
	
	

	Operations
	
	

	Production
	
	

	Staff
	
	

	Training
	
	

	Communication
	
	

	External analysis:

	Factor
	Opportunities
	Threats

	Current customer
	
	

	Future customers
	
	

	Competition
	
	

	Technology
	
	

	Political climate
	
	

	Government and other regulatory bodies
	
	

	Legal
	
	

	Economic environment
	
	

	2) Summarising and Prioritising



	Opportunities: Most important strengths and best opportunities are:

	1.

	2.

	3.

	

	Risks: Most dangerous weaknesses and threats are:

	1.

	2.

	3.

	2) Actions to be taken



	Strength or Opportunity

	1. Strength or Opportunity:

    Action:



	2. Strength or Opportunity:

    Action:



	Weakness or Threat

	1. Weakness or Threat:

    Action:



	2. Weakness or Threat:

    Action:




8) The Financial Plan

Why include a Financial Plan?

The financial plan is a key element of every business plan. It is an integral part of your overall business management concept and good financial management is necessary for your business to remain profitable and solvent. All decisions and assumptions you make will be reflected in the financial projections which are to be included in your business plan. 

For you as an owner or manager the two most important features of your financial planning are:

· An indication of how profitable your business is expected to be in the future, and possible financial risks involved;

· A definition of additional funds required for developing your business, i.e. how much money you need and when you will need it.

For your lender or investor, the financial statements presented in your business plan (historical and projected) are the principal tools that will be used to analyse the performance of your business. Your lender or investor will particularly want to know what you will be doing with the loan and how you plan to generate the necessary cash flow to pay it back. A decision on whether your business will be funded or not, and if so on what terms and conditions, will depend on how attractive and convincing the projected financial results of your business are. Consequently, your financial plan will be assessed very thoroughly by the bank and therefore it is very important that you include as precise information as possible allowing the bank to establish a realistic view of your future or existing business. Do not manipulate with the figures because you believe that this would more easily get you a loan. It will only give you problems. 

What to include in a Financial Plan 
The type of financial information that you will need for preparing your financial plan depends on whether your business is an established enterprise or is just starting. 

If you are writing a plan for a new business, you need to assess your assets and borrowing capacity. However, since your business has probably only a few assets and no financial history, your lender or investor is going to have to rely almost entirely on financial projections. Start-up businesses, or business expansions, frequently involve start-up costs that are not applicable to on going businesses. 

Existing businesses have a number of figures that they can use as their point of departure. As an existing business it is important to include financial data from at least the past 3 years.

Whether a start-up or an existing business, a number of elements should be included in the financial part of your business plan. These will be discussed in the below. 

To effectively manage the finances of your business you need to elaborate realistic and sound budgets or projections. To budget is to put numbers on the plans you have described in the previous chapters of the business plan. The more precise your plans have been the easier it is to elaborate budgets and projections. Budgets can also help you to make your plans more concrete. It is possible to make changes in the plans if the budgets show that they are unrealistic or underestimated. Normally five budgets or projections should be made: a private budget, a budget for start-up costs (if you are a start-up), a budget for operating costs, an income projection statement and a cash flow projection. 
In addition to the elaboration of budgets it is important to include balance sheet projections, an overview of capital requirements, important financial ratios and an estimate over funds requested. 

The following lists the elements to include in your financial plan: 

· Financial history/or start-up information;

· Private budget

· Budget for start-up costs and operating costs;

· Capital requirements;

· Income statement projections/budget (Profit and loss statement);

· Balance sheet projections;

· Cash flow projections (Liquidity planning);

· Break-even analysis;

· Important financial ratios;

· Request for funds

However, before venturing into the elaboration of the above projections, make sure that you have made a proper analysis of the various costs involved in doing business. 

Tables for calculation of the various parts of the financial plan can be found in Annex 1.
Financial history or start-up information

Financial history: For existing businesses, results of past and ongoing operations will support the credibility of your business plan. A proven track record is persuasive evidence of your chances of continuing success. If you have created and maintained financial records since the start of your business most of your work is already done. If you are preparing a business plan for an existing business, you should include the following financial information for the last two to three years (or from the start of the business if it is less than three years old):

· An income statement, which lists the sales revenues, expenses and net profit of your business;

· A balance sheet, which lists the type and book value of your business's assets, liabilities and shareholders' interest;

· A cash flow statement, which lists the cash you generated, the cash you spent, and the cash balance at the end of the period (per month or quarter for the last year, and per year for the years before);

· The financial ratios derived from your income statement and balance sheet.

For existing businesses, these financial statements are the most objective pieces of evidence that most lending institutions will look at in order to support or to disagree with your forecasts for future performance. With this in mind, you are going to make sure that you present them in a format that is accurate, concise and easy to follow. If you have scattered the data in such a way that they have to search everywhere and piece together information that was supposed to be in one place, they will not look favourably upon the rest of your plan. It is an advantage if the format and type of information included in the financial history section are similar to those of the financial projections (discussed below). This will enable the reader and yourself to get a better overview and quicker understanding of the development of your business.

Start-up information: If you are just starting up your business obviously you will not have a financial track-record to include in your business plan. But as a start-up you should include information of orders, enquiries, test results of the product, etc
Budget for Private Expenses

The budget for your private expenses, i.e. the private expenses of the owner of the company, should show how much money you need in order to pay for your daily personal expenses. The amount of money that you need – that is your salary – should be able to be withdrawn from the profit of the company. 

Budget for Start-up Costs/Pre-operating expenses

When starting a new business you need to calculate the start-up costs. The budget for your start-up costs is elaborated by determining the amount of money needed to open your business. Start-up costs are those expenses which are needed in order to plan and to prepare for the business operation. 

Start-up costs typically include the following:

· Furniture and equipment: This category would include office furniture such as desks and chairs, office equipment such as typewriters, computers, a cash register, equipment and machinery you need if you have a manufacturing or service business, storage shelves, display stands, and outside sign etc. You can obtain this information from suppliers and contractors. 

· Land and building-related expenses: This category would include any expenses incurred in conjunction with obtaining the proper location of your business, whether you are purchasing or renting the property. This would include the cost of the building and land if purchasing it, commissions and security deposits payable when renting it, and the cost of decorating and remodelling the location.

· Deposits: List any deposit you need to pay utility companies, such as gas, electricity, telephone, internet connection, water etc. 

· Initial inventory: Suppliers can assist you in determining the size and cost of your initial inventory.

· Legal and professional fees: You can obtain this information from your accountant, lawyer etc. 
· Registration, licences and permits: You should contact the authorities (Registrar General’s, Internal Revenue Service, Value Added Tax office, Food and Drugs Board, Ghana Standards Board, Environmental Protection Agency, etc depending on the kind of operations) to find out which ones you will need, if any, and how much they will cost.
· Insurance premiums: Determine what kind of insurance you may need such as liability, fire, theft, and find out the costs. 
· Marketing: Determine your marketing budget for making the initial market survey, advertisement and promotion.
· Other: Each business will have slightly different start-up costs, dependent upon the nature of the business. Determine what other costs you will incur not listed above and detail them here. These could include employee training, testing, travel to source suppliers of raw materials and machinery, or to negotiate with potential market outlets, cost of preparing business plan, etc. 
Budget for Operating Expenses

A part form the pre-operating costs, you will also need to calculate the costs you will haven when running your business. Budgets for these expenses enable you to tell if your business is making a profit or a loss during a certain period. 

If you are a manufacturer, all production costs should be estimated. These would include materials, labour, service and any other costs associated with manufacturing your product (see annex 1). If you are a service provider, operational costs should be budgeted. Sales costs should be estimated, including costs for selling and distributing your product, storage, discounts, advertising and promotion. To support production or delivery of services and marketing activities of the business, some administrative activities have to be performed, and costs have to be incurred in the performance of these activities. Administrative costs include the salary of the office secretary, bookkeeper, driver, security guard, depreciation of fixed assets, furniture and fixtures used in the office, communications, legal and accounting expenses etc. Projections should be prepared monthly for the first year and quarterly for the second and third year. Remember to explain – possibly in a foot note – all items under the various headings in your budget. You may also consider making separate and more detailed budgets for e.g. marketing expenses and administrative costs. 

Capital Requirements

This section details the amount of money you will need to procure the equipment used to start up and continue operations of your business. 

Total capital requirement is composed of three items: pre-operating expenses (see above), fixed assets, and working capital.

Fixed Assets: Fixed assets comprise your capital equipment – that is the items you require for the making of your product or service. This includes the land and the building that hosts your business premises, the warehouse, the office, the machinery, tools etc. In general, it includes those items that are needed on a long-term period, without being consumed. 

Aside from the fixed capital needed to manufacture the products or to facilitate and maintain the production operation, the business needs other fixed assets to maintain the administrative aspects of the business. These include a typewriter, furniture and fixtures, cabinets, electric fans, calculator, computer, vehicle, etc.  The fixed assets are here included in the start-up costs.

Working capital: Working capital is the amount of money permanently needed in cash or in kind to keep the business operating while it is awaiting full payment for goods or services sold to customers.

For manufacturers working capital can be calculated by adding five factors:

1. The cost of maximum raw material stocks that will have to be stored to ensure continuous production. In some cases this may be three to six months worth, if the raw material is difficult to obtain or has to be imported, whereas in other cases (where raw materials are readily available) only one or two weeks worth may be needed. 

2. The cost of finished goods which will be kept in stock awaiting distribution to the customers;

3. The cost of work-in-process which are on the factory floor but have not yet been converted into a final product or finished goods;

4. The cost of goods already distributed to customers but which have not yet been paid for (accounts receivable);

5. The amount of ready cash needed to pay workers and overheads.

Projected Income Statement 

The income projection statement, which is also called the profit and loss statement, is valuable both as a planning tool and a key management tool to help control business operations. It is a central task in your financial planning. It enables the owner or manager to develop a preview of the amount of income generated each month as well as for the business year as a whole, based on reasonable predictions of monthly levels of sales, costs and expenses. 

The projected income statement shows your expected revenues from sales, expenses and net profit (or loss). The net profit (or loss) is equal to revenues minus expenses. The income projection statement will thus show whether you will gain or lose from your business activities. In case your income projection statement shows that you are not able to generate a profit or if the profit is too low, the ratio between sales and costs are not balanced, i.e. either your sales are or low or your costs are too high. This will mean that you need to evaluate and adjust your marketing concept (hereunder the marketing mix) and your operating costs (see above). If such adjustments are not feasible, you are recommended to stop your business project.  

An income statement for a business plan should be broken down by month for the first year. This projection is basically your budget. The second year can be broken down quarterly. For the third and following years estimates can be presented on an annual basis. When elaborating your income statement remember to supplement it with explanations of the projections, e.g. how you have estimated your sales and you costs. 

Many business plans tend to show rapid annual growth projections of 30, 40, 50 per cent or more. However, in order to make the growth projections reliable they should be followed by an explanation of on which basis you base your assumptions. In other words, if you say you expect your firm to grow by 30 per cent in the first year and by 40 per cent in the second, you need to document why such growth can be attained. It can be because similar companies have had this growth path; because the industry is growing at this rate (indicate the source for these data); or because of projections from a specific market researcher, industry association or other sources. Avoid large sales or expense categories that are grouped together without backup information about the components.

As monthly projections are developed and entered into the income projection statement, they can serve as definite goals for controlling the business operation. As actual operating results become know each month, they should be recorded for comparison with the monthly projections. A completed income statement allows the owner/manager to compare actual figures with monthly projections and to take steps to correct any problems.

Having elaborated your projected income statement you should seek to analyse the results of the income statement briefly and include this analysis in your business plan. 

For an example of which items should be included in an income statement, see Annex 1
Balance sheet (5-year balance sheet)

The balance sheet is a statement of your company's relative wealth or financial position at a given date (say 31 December of each year). If your business plan is for a start-up business, you will need to include an “opening” balance sheet. If your business already exists, include the balance sheets of the last two to three years. Analyse the balance sheet briefly and include this analysis in your business plan. As in the case of the other financial statements, you should avoid large asset or liability categories that are grouped together without detailed information.

The balance sheet of a company limited by share capital consists of the following categories of items:

Assets

Assets are those things owned by your business that carry a certain value. They include all the physical and monetary items that are necessary for operating your business. Assets must be valued in money terms and they must be valued at their original cost. Over time the value decreases by the accumulated depreciation. Assets are generally divided into two groups, long-term assets and current assets (short-term).

· Long-term assets (equivalent to fixed assets);

Long-term assets such as plant and equipment are being “consumed” by the business over a number of years. The process by which they are “consumed” in the financial statements and therefore disappear from the balance sheet is termed “depreciation of fixed assets”. 

· Current assets

Current assets are entered in the balance sheet in the order of their liquidity. Since cash is the most liquid of all assets, it is entered the first, followed by marketable securities, accounts receivable, inventory, etc.

Liabilities

Liabilities are obligations/debts of your company to third parties. They are claims that creditors have on your business. Liabilities come from two sources. They can be placed in the business through a borrowing process, or they can be unpaid expenses incurred during business operations. Liabilities are generally divided into two groups, long-term liabilities and

current liabilities (short-term).

· Long-term liabilities

Long-term liabilities are those that must be paid during periods longer than one year.

· Current liabilities

Current liabilities are those that must be paid within one year from the statement date.

Shareholders' equity

Shareholders' equity (or net worth) represents those assets that were placed at the disposal of the business by the owners of the company. It enters a business in one of two ways: through investments by the owners (shareholders) or through profits retained in the business. Accordingly, it leaves a business in one of two ways: the owners can withdraw assets from the business, or they can sustain losses from the business operations. The three important positions in the balance sheet are:

· Share capital

Paid in by the shareholders/owners.

· Reserves

The position in the balance sheet to which part of the profit is allocated as a reserve (the minimum percentage amount allocated to cater for risk inherent in the business is regulated by law).

· Retained earnings

Profits (or losses) accumulated over different accounting periods after dividends and allocation to the reserves have been deducted. The retained earnings remain as wealth to the company.

Source: UNCTAD

For any business and at any point in time the assets of the company should be balanced with the liabilities plus the shareholders'/owners' equity (that is the reason for the name “balance sheet”).


Projected Cash flow statement/Liquidity Planning

Another essential element of the financial plan is the liquidity planning. Many enterprises generates high profits but are not able to pay their current invoices because they lack cash funds. This is the cause of failure of many businesses. Liquidity is important in order to stay financially sound. If it happens frequently that you are not able to meet your liabilities, soon your banks, and suppliers will become nervous.

A cash flow budget is a plan which shows a company’s in-and-out flow of cash and how cash is generated to cover outgoing payments. It shows which amounts of cash are expected to come in and go out, and when. It also shows the net cash amount available at any time. The two basic elements of your business's cash flow are the cash inflows and cash outflows.

Used properly, a cash flow projection will provide you with the tool to keep your business decision-making on track and your inventory purchasing under control. If your cash flow estimates show that you will occasionally not have enough money to pay your invoices, you can arrange in advance for other sources of funds to get you through temporary cash shortages. It will tell you how much money is needed when it is needed, and where it will come from. Improving your cash flow will make your business more successful. For your lenders your projected cash flow is very important because it provides an indication of whether you will have enough cash to pay your suppliers and other creditors on time, including the lender himself. 

Much of the information that you need for your cash flow statement is the same as you needed for your estimate of costs. However, you will now have to determine the timing (i.e., the month or quarter) of the cash receipts and disbursements. 

As with the Income Statement, the preparation of the Cash Flow Statement involves only basic calculations; the critical factor is the quality of your data. If, after completing this projection, you find that your cash flow is not adequate, you should go back to your financing requirements and revise it accordingly. 

Cash inflows are the movement of money into your business. Inflows are from the sale of your goods or services to your customers. If you grant payment terms to your customers, an inflow occurs only when you collect money from the customers. The funds received from a bank loan are also cash inflow.

Examples of typical sources of cash revenues are:

· Cash from direct sales (sales against cash) of products and services;

· Collection from accounts receivable;

· Other cash revenues from business operations;

· Income from sale of real estate or equipment;

· Interest earned from bank deposits;

· Income from new loans;

· Capital increases in cash (new money put into the business by shareholders);

Cash outflows are the movement of money out of your business. Outflows are generally the result of paying expenses or investing, for example purchasing equipment. If your business involves reselling goods, your largest outflow is most likely to be due to the purchase of retail inventory. A manufacturing’s largest outflows will most likely be for the purchase of raw material and other components needed for the manufacturing of the final product. Purchasing fixed assets, paying back loans and settling accounts payable are also cash outflows.

Examples of typical cash disbursements are:

· Payments for raw material procurement;

· Payments for procurement of finished/semi-finished products;

· Payments for buying machinery and equipment;

· Personnel salaries;

· Advertising and promotion expenses;

· Professional fees (legal, audit, training and consulting);

· Licences, registrations and permits;

· Rental payment (premises, equipment and furnishing, vehicles etc.);

· Motor vehicle expenses;

· Insurance premiums (for premises, equipment, vehicles);

· Repair and maintenance expenses paid (for premises, equipment, vehicles);

· Utilities (electric, gas and water);

· Communications (telephone, fax, Internet provider);

· Postal expenses (mail, courier, telegrams, etc.);

· Cash payments for office supplies;

· Other business expenses (not elsewhere listed);

· Interest (and principal) payments to the bank for mortgages and working capital credits

· Tax payments (duties, tariffs, on income, etc.).

Some of the most important elements that need special attention when you are preparing your cash flow projections and in managing your cash flow are:

· Credit terms and policy. Credit terms are the time limits you set for your customers before they should pay for the merchandise or services purchased from your business. Credit terms affect the schedule of your cash inflows. Offering discounts for immediate or fast payments might be one way of improving your cash flow. A credit policy is the blueprint you use when deciding to extend credit to a customer. 

· Accounts receivable. Accounts receivable represent sales that have not yet been collected in the form of cash. An account receivable is created when you sell something to a customer in return for a promise that he or she will pay at a later date. To manage your cash flow properly, you must know the time it takes your customers to pay. 

· Inventory. Inventory describes the extra merchandise or supplies that your business keeps in stock for meeting demands of customers. An excessive amount of inventory damages your cash flow by binding funds that could be used for other purposes. 

· Accounts payable. Accounts payable are amounts that you owe to your suppliers and are usually payable in the near future, "near" meaning 30 to 90 days. 

It is necessary that you complete the projected income statements and projected balance sheets before preparing the cash flow projection worksheet, as the latter will be based on data and assumptions made in the other two financial statements. Remember that the income statement, balance sheet and cash flow worksheet have to be consistent.

The cash flow projection shall show for every month whether you have enough liquidity to pay the expenses that you know will occur. The liquidity planning should cover three years as a minimum of period of time. It is possible that in some months you will have either few or no funds in your register or bank account. But the accumulated values in your cash flow must never be negative, because it means that you will definitely lack or run out of money. In the case that your liquidity is not ensured you need to re-assess all postions again and eventually adjust them, similarly to what you did in the income statement. Your bank in particular wants to know if you are constantly able to pay back the loans including the interst payments. 

The cash flow projections include many items and you need a good overview to be able to elaborate the cash flow projection. You may consider using an accountant to elaborate this part of your financial plan. The cash flow projection is normally elaborated as the last part of your financial plan. 
Break-even Analysis 

The break-even analysis is an expected component of most business plans, especially for start-up companies. Unfortunately, it depends on your assumptions for estimated monthly fixed cost, average per-unit revenue, and average per-unit variable cost. These are tough assumptions to make. The break-even is valuable for a quick look at risk, but it is not a very exact analysis. 

Three kinds of break-even point (BEP) are commonly referred to, namely: 

1. Break-even Point (BEP) Sales

Break-even point (BEP) Sales - is that amount of sales value at which no profit or loss is incurred by the business.  
2. Break-even Point (BEP) Production

Break-even point (BEP) Production - is that level (volume or quantity) of production at which no profit or no loss is incurred by the business. Production above this level will result in a profit and production below this point will result in a loss.  

3. Break-even Point (BEP) Percentage

Break-even point (BEP) Percentage - is that level of percentage of sales or production at which the business makes neither profit nor loss. Production above this level will result in a profit and production below this point will result in a loss. 

To determine the BEP, three figures need to be found:

· Sales: annual sales as given in the income statement

· Variable Costs - these are costs which change significantly according to levels of production and usually consist of raw material cost plus direct labour provided it is hired and terminated according to how much production a factory is making.

· Fixed Costs - these are costs such as indirect labour and overhead expenses, interest and depreciation. These costs do not change significantly, if the factory produces more or less.

For guidance how to calculate the break-even point please refer to annex 1 (excel)

Funding request and Security

How the total capital requirement is going to be sourced is called the financing plan. Bankers want to know these sources and what different project cost components are being funded by these various financial sources. After determining the total capital requirement, it is important to see whether the amount required is too much for you to finance on your own, or beyond your capability to finance. If this is the case, then a loan will be needed. The owner is, however, almost always expected to make an equity (owner’s capital) contribution to the project. 

To arrive at the amount of loan needed, you should subtract the equity from the total capital requirement and you will have the amount needed. In addition to equity, the bank will want to know what kind of security you can offer the bank to ensure that the loan is really repaid. Normally land and building (the title of ownership has to be certified by the appropriate government authority) are used for security purposes but also the machinery, vehicles or building which the loan will finance can be used as collateral.  

If you do not have enough security to cover the loan needed, you must raise this security from friends and relatives or reduce the size of your project until the loan size matches the security requirement of the bank.   
BDS-Forum
www.bds-forum.net 
Attachments

· Questions and Answers for Business Planning
48
· Cost Analysis
59
· Analysis of Competition
61
· Business Plan Template
62
Attachment 1:
Questions to Consider when writing a Business Plan

THE NATURE OF YOUR BUSINESS 

	QUESTIONS 
	ANSWERS

	Name of Business
	 

	What is the name of the Business?

 
	 [Legal name]
 [Trade name] 

	Mission Statement
	 

	What business are you in?

 

 
	 FORMCHECKBOX 
  Retailing/Merchandising

 FORMCHECKBOX 
  Wholesale

 FORMCHECKBOX 
  Manufacturing

 FORMCHECKBOX 
  Service Provider

	What do you want to do with your business?
	      

	What is your product or service?
	      

	What benefits will your product or service provide to your customers?
	      

	How will you achieve your goals?
	      

	Objectives
	 

	What are your short-term financial goals? (12 months)

 
	Sales: 
     

	
	Profit:
     

	
	Growth rates:
     

	What are your long-term financial goals? (after the first 12 months)

 
	Sales: 
     

	
	Profit:
     

	
	Growth rates:
     

	Company history
	 

	What is the status of your business?

 
	 FORMCHECKBOX 
  Start-up

 FORMCHECKBOX 
  Existing

	Who started the business?
	     

	When was your business founded?
	[Date]

	When will your business open?
	[Date]

	Why was it founded?
	     

	When was your products introduced /will be introduced?
	[Date]

	Legal structure
	 

	Have you registered you company?
	Yes. When have you registered your company?
No. Do you plan to register your company and if so how?

	What is the legal structure of the company?

 

 
	 FORMCHECKBOX 
  Sole proprietorship

 FORMCHECKBOX 
  A partnership

Write down the names of your partners
 FORMCHECKBOX 
  A corporation 

 FORMCHECKBOX 
  Other      

	What are the strengths and weaknesses of the legal structure?
	Strengths: 
     
Weaknesses:
     

	Owners
	 

	Who are the owners?
	[Names]

	Company Location and Facilities
	 

	Where is your company located?
	[Address]

	Why is the location advantageous for your company?
	 FORMCHECKBOX 
  Close to customers

 FORMCHECKBOX 
  Savings in rent or lease 

 FORMCHECKBOX 
  Convenience to suppliers 

 FORMCHECKBOX 
  Proximity to transportation

 FORMCHECKBOX 
  Close to essential raw materials

 FORMCHECKBOX 
  Close to markets and distribution channels

 FORMCHECKBOX 
  Availability of transportation

 FORMCHECKBOX 
  Availability of efficient and cheap skilled labour

 FORMCHECKBOX 
  Availability of skilled labour

 FORMCHECKBOX 
  Infrastructure facilities

 FORMCHECKBOX 
  Communication facilities

	Does the company own the facilities or are they rented?
	 FORMCHECKBOX 
  Owned 

 FORMCHECKBOX 
  Rented

	How much space will you need for your business?
	      


The Organisation

	QUESTIONS 
	ANSWERS

	Owners
	

	What is the experience and qualifications of the owner?
	Education: 

     
Work experience:
     

	What are the weaknesses and strengths of the owners?
	Strengths: 

     
Weaknesses:
      

	Management
	

	Who are the management?
	      

	What is the experience and qualifications of the management?
	Education: 

     
Work experience:
     

	Key employees
	 

	Who are the key employees, what are their roles and what are is their experience and qualifications?
	[Name]:
[Role in organisation]
Education: 

     
Work experience:
     
[Name]:
[Role in organisation]
Education: 

     
Work experience:
     

	How can your business profit from the employees?
	      

	Other employees
	 

	What are your personnel needs? 

What experiences and skills are missing on the team?
	      

	Do you need to train staff or is the required personnel at the labour market?
	 FORMCHECKBOX 
  Need to train. [How will you train your staff and what are the costs?]
 FORMCHECKBOX 


	If necessary how will you recruit additional staff?
	      

	Organisational structure 
	 

	How is your organisation structured?
	Describe the organisational structure and draw an organisational chart

	What work tasks are required in the company (marketing, administration, personnel etc.)?


	      

	Who is responsible for what?

 

 
	Overall management: 
     
Administration: 
     
Accounting: 

     

	How will you pay your employees?
	      

	What pre-operating activities must be undertaken before the business can operate?
	      


PRODUCTS AND SERVICES
	QUESTIONS 
	ANSWERS

	What are you selling?
	

	What are you selling and what are the characteristics of your product or service?
	 FORMCHECKBOX 
 Product  
Describe size, colour, shape, quality etc.
 FORMCHECKBOX 
 Service 
     

	Is your product or service a new or a existing product?
	 FORMCHECKBOX 
 A new product/service

 FORMCHECKBOX 
 An existing one

	What problems do you solve with your product or service? 
	     

	Which customer needs will be fulfilled and what benefits will the customers obtain?
	     

	How will your product or service be used?
	     

	Uniqueness
	

	How is your product unique?
	      

	Why will your product or service be successful in the market?
	     

	Competitive Comparison
	 

	How is your product different from the product of your competitors?
	     

	How does it compare in quality and price with its competitors?
	     

	What is the current state of your product or service? 
Is it ready for the market?
	 FORMCHECKBOX 
 Yes

 FORMCHECKBOX 
 No. When will it be ready?       

What is missing?      

	How will your product be further developed?
	     

	What have been the development costs?
	     

	Production Process (Manufacturer)
	 

	Production methods
	

	What is involved in the production process?
	     

	Materials 
	

	What buildings and machinery (fixed assets) are needed and what will be their cost?
	     

	When and where can the machinery be obtained?
	     

	When and how will the machinery be paid for?
	     

	How will maintenance be done and are spare parts available locally?
	     

	What materials do you need for the production of the products and how much?
	     

	Source of supply
	

	Which parts of your product will be bought and which parts will you do yourself?
	     

	Who delivers these products? 
	     

	What are the sources of raw materials? Are they available throughout the year?
	     

	Production Capacity
	

	What is your production capacity?
	     

	How much capacity will be used?
	     

	What are the plans for using spare capacity?
	     

	Labour
	

	How many workers are needed and what skills should they have?
	     

	Costs
	 

	What are the design and development costs?
	     

	How much will the raw materials cost?
	     

	What will be the cost of labour?
	     

	What factory overhead expenses are involved?
	     

	What is the production cost per unit?
	     

	Service providers 
	 

	What is the process of delivering the service?
	     

	What is your service delivery capacity?
	      

	What are the design and development costs (e.g. consulting fee, preparation of materials, training)
	     



THE MARKET AND YOUR COMPETITORS

	QUESTIONS 
	ANSWERS

	Customers
	

	Who are or will be your customers?

 

 

 

 

 

 
	 FORMCHECKBOX 
 Individual Consumers (answer questions related to individual consumers)

Businesses (answer questions related to businesses)

    FORMCHECKBOX 
 Wholesalers

    FORMCHECKBOX 
Retailers

    FORMCHECKBOX 
 Service providers

 FORMCHECKBOX 
 Government

 FORMCHECKBOX 
 Other

	Characteristics of the Customers
	 

	Within the specific market you have chosen, to whom will you aim to sell (are you selling) your products?
	      

	Individual Consumers
	 

	Where do your customers live (geography)?
	      

	What is the age range of your customers (age)?
	      

	What is the income per year of your customers (income)?
	      

	What is the educational background of your customers? 
	      

	What is the sex of your customers?
	      

	What is the family size of your customers?
	     

	What is the occupation of your customers?
	     

	Businesses
	

	What kind of business is it?

 

 

 
	 FORMCHECKBOX 
 Manufacturer

 FORMCHECKBOX 
 Retailer

 FORMCHECKBOX 
 Wholesaler

 FORMCHECKBOX 
 Service provider

	What is the company size?
	      

	Where are they located?
	      


	What are their sales volumes?
	      

	How many employees do they have?
	     

	Important factors
	

	What factors are important for your customers when buying your product or similar ones?

 

 

 

 

 

  
	 FORMCHECKBOX 
 Appearance (colour, texture, shape, material etc)

 FORMCHECKBOX 
 Durability

 FORMCHECKBOX 
 Fragility (ease of handling, transportability)

 FORMCHECKBOX 
 Innovation

 FORMCHECKBOX 
 Operating characteristics (efficiency, adaptability etc)

 FORMCHECKBOX 
 Packaging

 FORMCHECKBOX 
 Quality

 FORMCHECKBOX 
 Service

 FORMCHECKBOX 
 Warranties

	Why, when and where?
	

	Why would the customers buy your product (Good quality, low price, good service etc)? 
	     

	What benefits do you (can you) provide your customers?
	      

	Why will they buy your products or services and not the ones of your competitors? 
	      

	When would the customers buy your product or service?
	      

	Where do the customers currently buy products or services similar to yours?
	      

	Where would the customers buy your product?
	 

	Customer Groups
	 

	Could you divide your customers into different groups?
	      

	What are the most important customer groups?
	     

	Market Area/Geographical Coverage
	 

	What will your geographical coverage of your product be? 
Where will you market your product?
	 FORMCHECKBOX 
 Local

 FORMCHECKBOX 
 National

 FORMCHECKBOX 
 Regional 

 FORMCHECKBOX 
 International

	Market Size 
	

	What is the size of the market?
	      

	How much of the product/service is currently being sold?
	      

	How many potential customers do you estimate exists in the market?
	 

	How many customers do you need?
	      

	Market Share and estimated sales
	 

	What share or percent of this market can be captured by your business?
	 

	How often will the customers buy your product/service?
	 

	How much of your products/services do you expect that each customer will buy a year?
	 

	Competitors
	

	Who are your 5 most important competitors?  
	Competitor 1:      
Address:      
Competitor 2:      
Address:      
Competitor 3:      
Address:      
Competitor 4:      
Address:      
Competitor 5:      
Address:      

	How many years have they been in business?
	     

	What are they selling?
	     

	What is the price of their products?
	     

	What are their annual sales?
	     

	How do their products differ from yours?
	     

	Why do you think that you can capture a part of their market/business?
	     

	Strengths and Weaknesses
	

	What are the perceived strengths of your competitors? (for each competitor)
Why do customers buy their products?
	 FORMCHECKBOX 
Convenience (location)

 FORMCHECKBOX 
 Distribution

 FORMCHECKBOX 
 Experience and knowledge

 FORMCHECKBOX 
 Image

 FORMCHECKBOX 
 Longer opening hours

 
	 FORMCHECKBOX 
 Price

 FORMCHECKBOX 
 Production capabilities

 FORMCHECKBOX 
 Quality

 FORMCHECKBOX 
 Reputation

 FORMCHECKBOX 
 Sales
	 FORMCHECKBOX 
 Service

 FORMCHECKBOX 
 Timeliness

 FORMCHECKBOX 
 Value

 FORMCHECKBOX 
 Other      

	What are the weaknesses of your competitors? (for each competitor)
	 FORMCHECKBOX 
Convenience (location)

 FORMCHECKBOX 
 Distribution

 FORMCHECKBOX 
 Experience and knowledge

 FORMCHECKBOX 
 Image

 FORMCHECKBOX 
 Longer opening hours 
	 FORMCHECKBOX 
 Price

 FORMCHECKBOX 
 Production capabilities

 FORMCHECKBOX 
 Quality

 FORMCHECKBOX 
 Reputation

 FORMCHECKBOX 
 Sales
	 FORMCHECKBOX 
 Service

 FORMCHECKBOX 
 Timeliness

 FORMCHECKBOX 
 Value

 FORMCHECKBOX 
 Other      

	What are your strengths compared to your competitors?
	     

	What are your weaknesses compared to your competitors?
	     

	Economic, Environmental and Legal and Governmental factors
	

	Are there any important economic factors that will affect your product or service (industry health, economic trends, taxes etc)?
	     

	Are there any important environmental factors that will affect your product or service
	     

	Are there any important legal factors that will affect your market?
	     

	Are there any important government factors that will affect your market?
	     

	Market trends
	

	What are the known market trends? 
	     

	Are your markets growing, steady or declining?
	 FORMCHECKBOX 
 Growing

 FORMCHECKBOX 
 Steady

 FORMCHECKBOX 
 Declining

	How will your company react to these trends?
	


THE MARKETING PLAN /STRATEGY

	QUESTIONS 
	ANSWERS

	Marketing Mix
	

	Product
	

	What qualities does your product have?
	     

	Product Positioning
	

	What kind of image do you want your products to have?
	 FORMCHECKBOX 
 Cheap but good

 FORMCHECKBOX 
 Convenience

 FORMCHECKBOX 
 Customer-oriented

 FORMCHECKBOX 
 Exclusive

 FORMCHECKBOX 
 High quality

 FORMCHECKBOX 
 Speed

 FORMCHECKBOX 
 Other

	Price
	

	What will be the selling price of the product?
	     

	What pricing strategy are you going to use? 
	 FORMCHECKBOX 
 Mark-up on cost

 FORMCHECKBOX 
 Above competition

 FORMCHECKBOX 
 Below competition

 FORMCHECKBOX 
 The same as the competitors

	Do your prices cover costs and leave a margin of profit?
	 FORMCHECKBOX 
 Yes 

 FORMCHECKBOX 
 No

	Are your prices in line with your image?
	 FORMCHECKBOX 
 Yes 

 FORMCHECKBOX 
 No

	How is your selling price compared to the ones of your competitors?
	     

	Place
	

	What sales channel are you going to use?
	     

	What are the existing distribution channels?
	     

	How will your customers get hold of your product?
	     

	Will you be selling directly to your customers?
	     

	Do you plan to have a direct sales force in place? 
	     

	Promotion
	

	What features of your product or service do you emphasize to get customers to notice your product?
	     

	What promotional measures will be used to sell the product?
	 FORMCHECKBOX 
 Advertisements in 


 FORMCHECKBOX 
 Newspapers


 FORMCHECKBOX 
 Magazines


 FORMCHECKBOX 
 Trade journals


 FORMCHECKBOX 
 Radio


 FORMCHECKBOX 
TV

 FORMCHECKBOX 
 Billboards

 FORMCHECKBOX 
 Brochures

 FORMCHECKBOX 
 Buy one - take one

 FORMCHECKBOX 
 Coupons

 FORMCHECKBOX 
 Special credit facilities to regular customers

 FORMCHECKBOX 
 Direct mail

 FORMCHECKBOX 
 Free samples

 FORMCHECKBOX 
 Free trial

 FORMCHECKBOX 
 Handbills distribution

 FORMCHECKBOX 
 Package design

 FORMCHECKBOX 
 Participation in trade fairs and exhibits

 FORMCHECKBOX 
 Personal selling

 FORMCHECKBOX 
 Posters

 FORMCHECKBOX 
 Press release

 FORMCHECKBOX 
 Prompt, regular, courteous and efficient service to your clients

 FORMCHECKBOX 
 Raffles

 FORMCHECKBOX 
 Signboards

 FORMCHECKBOX 
 Sponsorship of local shows, festivals

 FORMCHECKBOX 
 Trade associations

 FORMCHECKBOX 
 Volume discount (reduced prices when selling in bulk)

 FORMCHECKBOX 
 Yellow pages

	Why do you consider the chosen media to be effective?
	     

	Customer Services
	     

	What customer services will you provide?
	     

	Marketing Budget
	

	How much do you need to promote and distribute your product? 
	

	What will your marketing budget be?
	


RISKS and Opportunities
	QUESTIONS 
	ANSWERS

	What are the internal strengths of your company?
	     

	What are the internal weaknesses of your company?
	     

	What are the opportunities facing your company?
	     

	What are the threats or risks facing your company?
	     

	How will you deal with the threats and risks?
	     


Analysis of Costs

	QUESTIONS 
	ANSWERS

	What fixed assets will be required for the office?
	      

	What administrative costs will be incurred?
	      


Financial Plan

	QUESTIONS 
	ANSWERS

	Capital requirements
	

	What is the total capital requirement?
	     

	Projected Income Statement
	

	What does the projected Income Statement indicate?
	     

	Projected Cash Flow Statement
	

	What does the Cash Flow Statement indicate?
	     

	Projected Balance Sheet Statement
	

	What does the Balance Sheet indicate?
	     

	Break-even point (BEP)
	

	What is the break-even point?
	     

	Is the project feasible?
	     

	Funds requested
	

	Is a loan needed? 
	     

	What will be the equity contribution of the entrepreneur? 
	     

	How much money is needed?
	     

	What security (collateral) can be given to the bank?
	     


Attachment 2: 

Analysis of Costs

During the previous sections of the business plan guide, the costs involved in running a business have been mentioned on several occasions. In order to build a foundation for the financial part in your business plan – the financial plan it is necessary to get an overview of the various cost categories you should take into consideration. In the section the following costs will be touched upon: Costs of goods together with any associated cost of transport/carriage to the place of intended use.

For the specific calculations of the various cost categories, please refer to the excel-sheet listing the various items within each cost category. (annex 1) You should use the spreadsheets to elaborate budgets for your costs. Generate budgets for the year in which you establish your business as well as projections for two years after. You may require the help of an accountant or someone familiar with the cost of doing business in your industry and chosen business.

This annex of the business plan guide should not be directly included in your business plan as a section as such but the data that you find when working with this section should be included in the various places in the chapters in your business plan where the cost category has already been mentioned. 

The purpose of this annex is to elaborate on the various cost categories in a more structured way than could have been done in the other parts of the business plan guide. 

Cost of Goods

In Chapter 4 the importance of calculating the cost of goods was stressed. This section will go through the calculation of the production costs per unit for manufacturers and the costs of delivering a service for service providers. 

Manufacturer - Production Costs per unit
Production cost includes the cost of direct raw materials, direct labour and factory overheads. 

1. Raw materials: When you have determined the quality and the quantity of the raw materials needed (this was done in Chapter 4) you should find out the unit costs of the raw material (i.e., price per ton, square meter, litre etc.). It is advisable to prepare a list of average monthly raw materials requirement and their costs. Here you should include duties and relevant taxes, if raw materials are imported.

2. Cost of labour: Having estimated the number of workers needed in order to produce your product, you should estimate how much each worker (from the production supervisor/foreman down to the production worker, maintenance man, utility man, etc.) should receive on a monthly basis. Labour cost should include effective total labour cost to cover basic salary, wage, fringe benefits, paid leaves, etc. In some cases, direct labour will be paid according to the number of pieces they have produced. If this is the case, estimate the production output of the worker and multiply this number by the amount that the worker will receive for each piece produced.

3. Factory overhead expenses: Factory overhead expenses include such costs as rent of factory space, maintenance and repair cost, depreciation of factory machines and equipment, cost of utilities (water, electricity, salary of supervisors, cleaners, maintenance men etc.). In the case of electricity, if it is used in large quantity and the amount used depends directly on the level of production, it should be treated as a raw material rather than as an overhead. But if electricity is only used for lighting and general purposes, then you should treat it as overhead. Only the costs, such as those listed above, which do not change or vary much according to the level of production, are treated under overheads.

At least two different for calculating the production cost per unit can be used:

Method 1: To arrive at the production cost per unit, you should add the monthly cost of direct raw materials, direct labour, and overhead expenses (1, 2 and 3), then divide this amount by the number of units produced during the month.

Method 2: Unfortunately, it may not be as simple in real life to calculate the production cost as shown in method 1. It often gets more complicated as few businesses produce only one item for sale. It may be easy to identify the raw material cost in any one item, but estimating the labour content or allocating a portion of the overheads to a particular item presents another problem.

Allocating Labour Costs: To assign direct labour cost to a product, you should multiply the hourly direct labour rate by the number of hours of direct labour that goes into manufacturing the specific product. The hourly direct labour rate is derived by dividing the total direct labour cost by the number of hours of direct labour available. 

Allocating Overhead Expenses: There are two ways of allocating overheads. These are:

a) Relating overheads to labour hours,

The first and preferred way is to relate overhead expenses to the hours of direct labour involved in making the product. This can be done by dividing total overhead expenses by direct labour hours available and then multiplying this amount by the number of hours it takes to make the product. For example if total overhead expenses is GHC 4.8 million and total direct labour hours is 480, then the hourly overhead rate is GHC 10,000 (Total overheads of GHC 4.8 million /480 total hours). Then you should multiply the hourly overhead rate by the number of direct labour hours used to make the product. Hourly Overhead Rate of GHC 10,000 x 8 hours to make one (product) = GHC 80,000.

Having found this figure it should be added to the raw material and direct labour rate to arrive at the unit production cost of the product.

b) Allocating overheads in relation to sales.

The second method of allocating overheads is according to % of sales of that particular product in relation to total sales.  If, for example, a shoe manufacturer produces the following products:

	
Products
	            Unit Selling
           Price (GHC)
	
     Sales per Month
	
% of Sales

	20 sandals
	100000
	2000000
	12%

	50 shoes for men
	150000
	7500000
	43%

	50 shoes for women
	155000
	7750000
	45%

	
	Total Sales
	17250000
	100%


Total sales is GHC 17,250,000 of which 12% is sandals, 43% men’s shoes, and 45% women shoes. Therefore, 12% of overheads could be allocated to sandals.

The overhead charge per pair of sandals can then be calculated as follows:

Total Overheads for 20 pairs of sandals is: total overheads per month A x 12%. = GHC ????

The overhead charge for each pair of sandals is therefore GHC A (total overhead for 20 pair of sandals/20 pair) 

Having determined the raw material cost per unit, the direct labour cost per unit and the overhead rate per unit, the unit production cost can be calculated by adding all of these three cost components. 

Retailers and wholesalers

Explain the calculation of costs of goods

Service providers
Explain the calculation of costs of goods

Attachment 3:
Analysis of Competition

	NAME OF COMPETITOR
	Competitor 1
	Competitor 2
	Competitor 3
	Competitor 4
	Competitor 5

	CRITERIA
	
	
	
	
	

	Market Share/Market Position
	
	
	
	
	

	Sales
	
	
	
	
	

	Price
	
	
	
	
	

	Quality
	
	
	
	
	

	Location
	
	
	
	
	

	Customer Service
	
	
	
	
	

	Strengths
	
	
	
	
	

	Weaknesses
	
	
	
	
	


Attachment 4:

Enter the business name
Business Plan

Enter Date
Enter the names of the owners
Enter the name of the business
Enter the address,phone number and email adress of the business
Prepared by: Enter the name of the person who has prepared the plan
Confidential

This Business Plan is confidential.
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When writing your business plan remember the following tips





A summary should:


be concise, be exiting


communicate how your business concept is unique.





Production of sandals


If one pair of sandals takes 8 hours of direct labour to produce, then the direct labour cost of the pair of sandals is:


Hourly rate of direct GHC 10,000 x 8 hours = GHC 80,000





Who will be reading your business plan?





Yourself and your employees who will be running the business and using the plan on a daily basis.


Providers of finance





A professional business plan should be:





Meaningful:			The business plan contains all what a 			investor must know in order to finance 			the company.





Well-Structured:		The business plan is clearly structured.





Understandable:		The text is written in a clear and 	understandable language with short 	sentences.





Short:		The business plan should at maximum – 		including appendixes – be 30 pages.





Reader friendly:		The letters should not be too small and 		there should not be too much text on each 		page.


	


Appealing: 		The charts and tables should be simple 		and clear.





Page numbers:		Remember page numbers





A living document: 	As the business plan will serve as a guide 	for running your business, it must be 	considered as a living document, and 	consequently it must be updated regularly.





Remember to follow your plan and make a realistic assessment of your risks and chances when you plan. 





Name of staff member, Position





Experience and Background


Duties and  Responsibilities





Objectives


�Be clear about how you measure success. Explain your income and growth targets. Explain what is reasonable for your market, product, and competition.








Do not under- estimate your competitors





Do not over estimate the market





Source: UNCTAD





What are you selling?





What are the benefits of your product or service?





How will it be used?








Never say "we have no competition." 





Choosing the target market





Evaluate the attractiveness of each segment


Select the target segment(s)





Segmenting the market





Identify segmentation variables and segment the market


Develop profiles of resulting segments





While elaborating this section you should also think of which tasks are required in the company, e.g. accounting, marketing, administration, etc. 





The importance 


of planning cannot be overemphasized.





yes





Competitor 2





Advantages:








Disadvantages:








Competitor 1





Advantages:








Disadvantages:








Make sure that your targets are realistic and consistent





no





no








Set the price








Is the price equal or better than the competitive choices?








Can the customer afford the price?








Does the price correspond to the value the customer gets?








Work out the price








Set your sales and profit expectations








Estimate your costs:


- development costs


- cost of goods


- operating expenses


- financing costs








Define your product





Remember, that although the executive summary is placed in the front of the business plan, it must be written after you have completed your business plan as at that time your concepts will be well-developed and the information you need for writing the summary available. 








The Business plan has two purposes:


It is a blueprint that serves as a guide and tells you what to do and when


It is a tool for obtaining financing





Remember: Planning is an essential tool to become successful both for start-ups and existing companies but especially for start-ups as they cannot rely on existing plans.








Keep your figures realistic and believe in them.





Remember: 


Be certain to provide sufficient detail about how costs were determined so that someone not familiar with your business can understand how you arrived at the figures and what is included in them. 





To determine your capital requirements, think about anything in your business that will require capital.





Remember to include explanation of projections





Assets = liabilities + shareholders' equity








Remember. When other people read your cash flow statement, they may not understand how you arrived at your figures, or what is included in them. Therefore, you must as with the other projections accompany the cash flow statement with an “explanation of projections”.





Remember: Your profit is not the same as your cash flow. It is possible to show a good profit at the end of the year, and yet face a significant money squeeze at various points during the year.

















Finance and Admin





Operations





Technical Division











Managing Director





Sales & Marketing











Board of Directors
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