Page 1 of 37  

Arrowhead Business Consulting

Fast Forward to Tomorrow’s Business

[image: image1.png]



Business Planning and Data Capture 

for your Business Plan

[image: image2.wmf]

Contents

	

	Introduction

	Business Plan

	Motivation

	Mission Statement

	SWOT Analysis

	PESTEL Analysis

	Stakeholder Analysis

	5 Force Analysis

	Business Skills Checklist

	Premises

	Insurance

	Health & Safety

	Finance

	Personal Survival Budget

	Start Up Costs

	Cash Flow Forecast

	Marketing

	Market Research

	People & Personnel

	Customer Care

	Production Control

	Quality Control & EFQM Business Excellence Model

	


There are no page numbers indicated because as you enter information into the document the boxes will expand to contain the data you enter and so pages will expand and contract depending on the data you add.
Introduction
You may have been working for a large organisation, a small or medium sized enterprise or have been unemployed. Running your own business is a big step and you will need to think very carefully about all the risks and opportunities that are involved

Running your own business involves a great deal of hard work and there are financial risks and emotional costs. If you have been working for another organisation you will have received a lot of support from colleagues and if you have been able to discuss problems with your manager/supervisor. All that changes when you are your own boss

You will need to

Think

Learn and

Research

Work carefully through the material in this document and you will be well on the way to discovering if you have a viable business plan and the skills to run your own business. Being your own boss is a great opportunity, small businesses account for no less than 80% of all businesses in Britain today and are the backbone of the national economy

Have I got what it takes?

There are three areas that you need to consider –

 Yourself

 You family

 Your associates and/or partners

My Strengths 
Please answer the following questions as honestly as you can.








Yes

No

Am I single minded about my business?




(

(
Am I prepared to learn new ways of working?



(

(
Am I prepared to work long hours for myself?



(

(
Am I prepared to keep going through set-backs?



(

(
Am I prepared to do any job that needs doing?



(

(
Can I make decisions?






(

(
Am I prepared to risk my own money?




(

(
Can I get along with others?





(

(
Can I organise myself?






(

(
Can I organise others?






(

(
Do I know my own weaknesses?




(

(
Can I ask for outside help to cover my weaknesses?


(

(
Can I work on my own for considerable periods?



(

(
Total number of ticks in yes column




         ….
……..  
  

If you have your score is

Between 8 and 13 carry on, you have the strengths to be your own boss

Between 5 and 7 think very carefully before proceeding with being your own boss

4 or less, stop because you are not really cut out to be your own boss. 
    

My family

Consider the affect running your own business will have on your family. If you are single consider the affects it will have on your relationship with friends and relations










Yes

No

Have I discussed my proposals with my family/friends?


(

(
Do they support my idea?





(

(
Will they help?







(

(
Can I balance the needs of my family/friends and my business?

(

(
Do I view it as our business?





(

(
Can we talk things over as a family?




(

(
Can I be sure there is minimum risk to my family?


(

(
Total in the yes column





     …………….

If you have scored

Between 5  and  8  carry on you are fortunate to have good family support

Between 3 and 5 think carefully – you will need family support

Less than 3 – Stop. You need family support if you are to run your own business

My Partners/Associates.

If you are considering setting up  as a partnership, a Limited Company or a Co-operative you will need to complete the following section. If you are setting up as a Sole Trader you can ignore this section.










Yes

No

Do I have any choice over who my partner/associates is/are?

(

(*
Can I work with them?






(

(
Do I want to work with them?





(

(
Am I aware of choosing the right person/people to work with?

(

(*
Do I trust them?







(

(
Do I know about their past?





(

(
Are they experienced in business?




(

(
*count  a yes answer double

Total in yes column 





     ……………

If you have scored

Between 6 and  9  carry on you are confident enough about your partner/associates.

Between 3 and 5 think carefully – are you sure you have the right partner/associates

Less than 3 – Stop. Do not attempt to go into business with this person/these people

If you have completed this section satisfactorily make sure that your partner/associates complete all three sections (Myself, My Family and My Partners) If they do not come up to scratch think very carefully before setting up a business with them.

Other Issues.

Ideas for the product or service you offer may come form your past employment – using some specific skill. It may be a development of an interest or hobby or it could be that you just KNOW that you’ve got to try your idea.









Yes

No

Do I have a definite idea?




(

(*
Do I know what equipment I will need?



(

(
Can I get the premises I need?




(

(
Are they in the right place (Location)



(

(
Do they have the right facilities? (e.g. parking)


(

(
Do I know who to buy my raw materials from (Suppliers)?
(

(
Do I know how much stock I should keep?


(

(
Do I know how much it will cost to produce/offer my product?
(

(
Do I have the necessary skills to produce/offer my product?
(

(
Do I know who my customers will be?



(

(
Has my product/service been tried before?


(

(

Do I know why people should buy my product/service?

(

(
Do I know why my product will make money?


(

(
Will my customers pay me promptly?



(

(*
Do I know how much money I need to live on?


(

(
Do I know how much I will need to run the business

(

(
Do I have enough money to start the business and live until
(

(*
it becomes profitable?

Do I know how much I will need to borrow?


(

(
Will I be able to repay a loan?




(

(


Have I checked with a solicitor that I will be trading legally
(

(
Have I arranged to get an accountant?



(

(


*Count a yes answer double

Total in “Yes” column





………… out of 24

If you have scored 

17- 24 Well done you have done a lot of the work already

Less than 17 you need to put some more thought into your idea – working on the Business Plan might help to do that

Business Plan – Data Capture

First some basic ideas about your business

For 
	


(Business Name)

Proprietor/Partners/Directors 

	


Business Address (or address for correspondence, Telephone/Fax & Email address
	


​​​​​​​​​​​​​​​​​​

Product

	


I believe my customers will be 

	


Because 

	


I will be offering a product/service that is - 
Budget………………….?  Price will be what drives sales.
Mid-range………………?  A reasonable quality at a reasonable price.
Premium ……………….?  Quality will be what drives sales.
The Business will trade as 

Sole Trader ……………
?
Partnership……………..?
Limited Company………?
Co-operative……………?
Motivation

Why do you want to run your own business – people give all sorts of reasons

 I want to be my own boss.

 I want to make money for myself not for someone else.

 I can do a better job than my boss.

 I don’t like being told what to do.

 I have this great idea for a product/service.

 I can’t get a job at my age.

These and many other reasons may be the motivating factor in wanting to start your own business. These are the reasons that lie in the heart rather than the mind. They are important to us, to me. Write them down. When the going gets tough and we get to the point of saying “Why did I ever decide to do this?” you can look back and remind yourself.

	


The reasons why we start the business come very much from the heart – but the goals we set for the business need to come from the mind. They appeal to reason. We need to be able to see whether the business is progressing towards the goals we have set, we need to be able to monitor our progress.

Our goals need to be SMART

 Specific

 Measurable

 Achievable/Agreed

 Realistic

 Timed

I want to have a good standard of living may sound fine, but what may be good for you may not be good for someone else. 

I want to earn £10,000 a year or have a turnover of £25,000 per annum is more specific, and we can measure it and know whether we have reached our goal. Are our goals achievable and realistic – I expect to make a million pounds in my first year is hardly realistic. Have I agreed these goals with any partners/backers/co-directors. Have I set a timescale to achieve these goals – 6 months, 1 year, 3 years, 5 years?

	


Mission Statement

Widmerpool Widgets will deliver top quality widgets direct to it’s customers at the time they are needed.

Cotgrave Consultants will provide a management consultancy service that will enable businesses to grow and improve profitability.

Well they know what they are about, and so do their customers. Do you, and do your customers?

	


The mission statement is a one or two sentence statement of what we are about –it is short and reasonably snappy.

More snappy is a slogan

“Asda Price”   or

“Sainsbury’s making life taste better “

are well known – or what about

“Cotgrave Consultants – growing tomorrow’s businesses today”

“Widmerpool Widgets – Widgets when you want them”

	


Now some tools that will help you analyse yourself and your business and the way it relates to the world around you
Personal SWOT

	STRENGTHS


	WEAKNESSES

	OPPORTUNITIES


	THREATS


Business SWOT

	STRENGTHS


	WEAKNESSES

	OPPORTUNITIES


	THREATS


PESTEL Analysis

This analysis tool allows you to see how a number of outside factors can affect your business –  Political, Economic Social, Technical, Environmental and Legal change can have a great deal of impact on your business. You should list the ways in which you think current and future development will affect your business (e.g. UK adoption of the Euro, Economic slump, Change of Government, Developments in IT)  

	POLITICAL



	ECONOMIC



	SOCIAL



	TECHNICAL



	ENVIRONMENTAL



	LEGAL




Stakeholder Analysis

This asks you to think of the various people who have a stake in your business. Who they are, the nature of their stake, their expectations, who you will recognise their satisfaction with your performance, their current perception, and change you need to make to improve that perception.


	Stakeholder
Who?
	Nature of Stake
What?
	Expectation of Performance
What they want/will satisfy
	Signal of satisfaction
What we see/hear/feel
	Current Perception
What they think now
	Action
Required
Changes needed

	Me
	
	
	
	
	

	Employees
	
	
	
	
	

	Customers
	
	
	
	
	

	Suppliers
	
	
	
	
	

	Providers of Capital
	
	
	
	
	

	Competitors
	
	
	
	
	

	Professional
bodies
	
	
	
	
	


5 Force Analysis 

This method of analysis allows you to look at the power of others over your business. If you have many customers then the power of each is small. If however you rely on a few customer each of whom buys a large percentage of your product the power of each is considerable. If your business is such that barriers to entry are small and the costs of switching suppliers are small then this is of benefit to a new, developing business, but the dangers from other new comers and customers switching back to established suppliers are high. If however the cost of switching is high and the barriers to new comers are high, then this will present a new business with problems, but once established there is less danger from competitors.  The nature of rivalry between competitors is also examined. Rivalry will be high if – Competitors are equally balanced, and they know each others capabilities; There is slow industry growth; There are high fixed costs; Lack of product differentiation and low switching costs, Capacity is increased in large increments, Competitors are diverse and have different goals, There are high exit barriers.

[image: image3.wmf]5 Force

Suppliers

Buyers

Competitors 

How much power

have my

New Entrants

Threat of substitutes

Intensity of rivalry

Industry competitors

Threat of new entrants 

Barriers?

How

much power

have my



Business Skills Checklist


	Skills required-
Include technical, business specific and general business skills
	Rating against each skill 1- 5 
1  - non existent

5  - exceptional
	Who will provide these skills?  You, your partner(s), employees or professional help.
	Have you, your partner(s) experience and/or qualification in this skill?
	If this skill is to be provided from within the business do you need further training in it?
	How do you intend to develop this skill –
e.g. Training

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


Personal Skills List

	NAME
	

	
	


	• PROFILE

	•

•
	


	• SKILLS 


	•

•

••

•

•

•

•

•

•

•
	


	• EXPERIENCE/ ACHIEVEMENTS

	•

•

•

•

•

•


	


	• QUALIFICATIONS

	•

•

•
	


This format of the personal skills list is used here in place of the traditional CV or Curriculum Vitae because in this case it is a matter is indicating that we have the blend of skills, experience and qualifications needed to run our own particular business. We are not seeking to impress a potential employer but to indicate to a potential backer that “we have what it takes” to run our own show.

Premises

From where will you operate your business?

 A shop

 A factory or workshop

 From home

 A studio
 Smallholding or farm
 A mobile facility

These are just some of the options. Each has advantages and attractions and each has it’s drawbacks. To a great extent the choice of premises is determined by the type of business you intend to run.

	


The location of your business may be partly determined by the availability of suitable premises, but it is also a marketing issue. Where will your customers be able to find you? Are your premises accessible  - on foot, by car, by public transport?

Do you have premises in mind?

	


Under what terms will you obtain the premises?

Purchase/Lease/Rent  

	


There are various issues about legality – 

Are there Restrictive Covenants affecting your premises?

What Laws affect your business?

What Fire Regulations will you have to meet?

Have you spoken to the local Council – What about Council Tax/Uniform Business Rates?

Are there local bye-laws that you need to observe?

You will begin to realise that you may need to speak to a solicitor and/or Estate Agent about these issues. If purchasing freehold or leasehold property do you need a mortgage – who will be prepared to offer a mortgage on your proposed premises?

	


Insurance

What insurance will your business need?

Professional Indemnity?

Public Liability and/or Product Liability?

Employers liability?

Motor Insurance?

Engineering Insurance?

Buildings insurance?

Insurance for loss of profits?

Insurance for loss of money?

Credit Insurance?

Insurance against theft?

Legal expenses?

Keyman Insurance?

Private Health Insurance?

Critical injury or illness cover?

Some of the above may be legally required – others are well worth considering. If you were to break your leg whilst playing football, ski-ing or whatever – would you be able to work? What would happen to your business. What if you had a heart attack?

If you are working from home check your house insurance – some policies don’t cover business equipment (e.g. Computer) or won’t cover damage if you operate a business from the premises. Does your motor insurance cover you whilst travelling on business? Check your policy and with your insurer.
	What insurance do you need?
	Who will provide this?

	How Much?



	
	
	


Health & Safety

You will need to comply with the law. There are different requirements if you employ staff – and if you employ more than 5 people additional rules apply. Contact the Health and Safety Executive who have free information available. Also NOSHA (Nottinghamshire Occupational Health and Safety Association) 0115 939 7619 can provide information.

What health & Safety issues affect your business?

	


Finance

Do you know what your personal survival budget is?

Do you know what the personal survival budget of your partners/associates is?

You will need to work out your costs.

Start up costs


Equipment


Premises


Insurance

Running costs


Fixed Costs



Loan Repayments



Overheads




Utilities




Rents/Rates




Marketing



Salaries/Drawings


Variable Costs



Power



Materials



Labour



Transportation



Storage



Postage and packing

Do you know what your income is likely to be?

Start up funding


Owner’s capital


Loans


Venture Capital

Grants

Trading


Sales of products/services



By product – sales targets


Additional income



e.g. From investment, writing etc.

There are a number of financial issues that you will need to address –

Fixed Costs –

These are the costs that you will have to meet irrespective of whether you produce your products or supply any customers. e.g. Basic heating & lighting, essential salaries. Rents.

Variable Costs - 
These are costs that vary depending on your sales – e.g. Raw materials, power for machinery, additional staffing.

Cash Flow -

This is a sheet showing how income and expenses. You can have a historical record of cash flow and forecasts. The forecast should indicate periods when your outgoings may not be matched by income so that you can arrange overdraft facilities with your bank.

Profit & Loss -
This sheet indicates the overall profitability and worth of the business. It is a “snap shot” of the business at a particular date and time, It shows your assets and liabilities. 


Break Even -

This indicates the volume of sales that you need to achieve in order to break even. You need to sell so much to cover your fixed costs and then additional sales will be needed to meet fixed costs.

[image: image4.wmf] 

Fixed Costs

 

Variable Costs

 

Sales

 

 

Break Even Point

 

Sales

 

£

 




As you can see from the graph the variable costs are added to the fixed costs. The point at which the sales line cuts the costs line indicate the level of sales required to meet your costs.

Profit Margin -
This is the level of profit made on each item or batch of items sold. Deduct the direct costs of production from your sale price. This is your gross profit. Your margin may be quoted as an amount of a percentage.

	For example – Joe’s business is producing Widgets. He sells them at £10 per box of 100.

He buys the raw materials at £5 per kg – enough to produce 200 and his additional variable costs are £1 per 100. His fixed costs are £200 per month.

                                                      £

Sales  (per 100)                                 10.00 (a)

Cost of materials                   2.50

Additional variable costs       1.00

Total variable costs                             3.50 (b)

Gross Profit Margin        (a – b)           6.50 (c )

Fixed costs are      £200 per month (d)

Break even point (per month) is      d               200   = 30.76 

                                                        c                 6.5

Joe’s break even point is 31 boxes per month

His gross profit margin (per box) is  a – b = c   10 – 3.5 =  6.50

Or as a percentage  c    x 100        6.5   x 100  =  65% as a percentage of sales

                                 a                      10




My Sales Price 


………………………………….. (a)






per unit/item)

My Variable Costs are

………………………………….. (b )






per unit/tem)

My gross profit is ( a – b) 
…………………………………… (c)

My Fixed Costs are

…………………………………... (d)

My Break Even point  is 
Overheads               

d  ………………. (e)





Gross profit margin

c

My profit margin is Sales Price (a) less total variable costs (b) 

……………-…………. = ……………

Or   Gross Profit Margin   x 100 

……………………(c)   x 100  =  ……………….%

          Unit Price





  (a)
         as a percentage of sale price

If you have more than one product line you will need to work out figures for each product.

You will also have to estimate the product mix of sales in order to estimate your profits.

	For example Claire sells 3 product lines - Skirts, Blouses and Dresses

The gross profit on skirts is        £20

The gross profit on blouses is    £12 

The gross profit on dresses is    £30

Her overheads are £500 per month

She estimates that for each 2 dresses sold she will sell 4 blouses and 3 skirts

Thus gross profit on sales mix is (3 x 20)  +  (4 x 12)  +  (2 x 30)  =  168 ÷ 9 = 18.66

(9 is sum of 2+4+3 – see above)

Average profit on sales mix is  £18.66

Thus sales requires to reach break even is  500     = 26.80

                                                                    18.66

Claire needs to sell 27 garments a month.

The problem is that is the sales mix turns out to differ from expectations the number of sales required to reach break even point  will vary.


You should now have an estimate of your profit margins and break even figures.

You will notice that we have not put any staff costs into these figures. Staff costs might be considered fixed costs or variable

If you employ staff their wages and add on costs can be considered as a fixed cost in the short term, something your have to pay in order running,  but of course you can increase or decrease your workforce which will increase or decrease staff costs
You will now need to work out your overall profitability and a cash flow forecast.

In order to work out your overall profitability you will need –

1) Your personal survival budget

2) Your start up costs

In order to work out your cash flow you will need to estimate the amount of your income per day/week/month (depending on your type of business) and the outgoings from your business, and the date on which these will occur. 

Personal Survival Budget

How much money do you (and your family) need to live on? You may have other sources of income (e.g. Pension, a working spouse/partner). A new business is unlikely to support you initially. You will have to arrange to have enough money to live on until the business is able to support you.

	
	£ per month or year
	
	£ per month or year

	Rent/Mortgage
	
	TOTAL COLUMN 1
	

	Council Tax
	
	Newspapers
	

	Water Rate/Bill
	
	Subscriptions
	

	Gas
	
	Hire Purchase payments
	

	Electricity
	
	Rentals – e.g. TV 
	

	Coal/Oil
	
	Household – Repairs
	

	Telephone
	
	Household – Replacements
	

	Insurance – House
	
	House – Mntce./Repairs
	

	Insurance – Contents
	
	Court Orders 
	

	Food/Groceries
	
	Maintenance orders
	

	Clothing
	
	Children’s pocket money
	

	Life insurance
	
	Hire Purchase payments
	

	Pension
	
	
	

	Misc. (eg .Window cleaning)
	
	
	

	Vehicle – Petrol
	
	
	

	Vehicle – Road Tax
	
	TOTAL  (A)
	​​​

	Vehicle – Insurance
	
	
	 

	Vehicle – MOT
	
	Less Other income
	

	Vehicle – Maintenance
	
	Partners income
	

	Vehicle – Repairs/Renewals
	
	Pension
	

	Other travel/transport
	
	Benefits
	

	TV Licence
	
	Child Allowance
	

	Presents – Christmas, Birthdays, Weddings etc.
	
	Dividends/Interest from savings
	

	Personal – Entertainment, Beer, Cigarettes etc
	
	TOTAL  (B)
	

	TOTAL COLUMN 1
	
	Needed from business TOTAL (A – B)
	


The figure (A – B) needs to be entered into the Cash Flow Forecast as drawings or as the basis for calculating your salary if you are setting up a limited company 

Start up Costs

You need to identify the costs required for equipment and start-up stock

Start up Equipment

	Item


	Cost New
	Cost 2nd Hand
	Lease/Rent

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


Start up stock

	Item


	Quantity
	Cost

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	


Cash Flow Forecast

Marketing

Without marketing you are most unlikely to have any work to do! It is about discovering who will want your product or service, and getting them to buy from you. Depending on your business you will probably want them to come back to you next time – repeat purchases – to satisfying the customer is important.

The Institute of Marketing define Marketing as –

“Identifying, anticipating and satisfying customer requirements profitably.

In essence therefore marketing is a question of making all the activity of the business work towards satisfying our customer’s or client’s needs at a profit.

Thus the central idea of marketing is to focus on the customer. Manufacturing the product or providing the service that the customer wants is just the starting point – everything that business does needs to be focused on the customer.

Marketing is part of all the following activities:-

 Identifying market opportunities and needs.

 Managing Products.

 Choosing the channels of distribution (e.g. retail outlets, transportation).

 Advertising and promoting products/services.

 Setting prices and terms of supply.

 Planning the market activity.

The Marketing Mix (the 5 P’s of marketing)

Product
Price
Place
Promotion
People
If you get the mix right you promote the right product to the right people at the right place and at the right price

Product – The product needs to satisfy your customers needs or wants. If you have a new product you may need to persuade potential customers that they need or want your product. People buy benefits not products. I don’t buy a car – a buy a means of transport. I buy a particular model because it is safe, reliable, comfortable, economical, gives me prestige etc. These are my criteria. The manufacturer and or salesman has to persuade me that his product meets my criteria.
Price – Charging the right price is important. If you have identified your customers properly you will know what they are prepared to pay. You can be too expensive – people can’t afford your product/service or too cheap – people doubt the quality. As a general rule don’t aim to be the cheapest provider – your competitors will be able to undercut your prices long enough to put you out of business. Identifying what your customers expect to pay and setting your price accordingly is the key in this area.

Place – How do your customers buy or obtain your product/service? Do your have premises that your customers visit? A shop, salon, gallery, café, training rooms or massage parlour all fall into this category. If your business works in this way are your premises attractive and accessible? Are your in the right place? Do your customers use mail order from a catalogue or use a Web Site? How are your goods dispatched? Do they go to the right place and arrive at the right time? If you visit your customer are you prompt and properly prepared? 

Promotion – You need to select the right medium for promoting your product. TV and radio reach a lot of people but are expensive, leafleting can be very cost effective. Newspapers, periodicals, business publications – cost and effectiveness varies. Networking through business clubs, Chamber of Commerce, FSB of just through your contacts is very effective for business services. Use of promotional pens, coasters, mugs, mouse mats etc. can be very effective. The issue is to find the method that suits your business – and reaches your customers.

People – People affect the business in two ways – People buy the product and people produce and sell it. Who are the customers – what do you know about the people who will want/need your product/service. Do they live in a particular area? Have a particular life style? Have a particular interest? Are they young, old, rich, poor or somewhere in between? Every successful firm has to focus on selected customers – identify who your customers are and why they buy your product/service. Phrases like “The customer is always right” and “The customer is king” are used by many businesses today and reflect how important it is to satisfy those who purchase what we have to sell.

The people who work in your business are also vital to your success. Personnel or Human Resource Management is at the heart of a good business. Selecting, recruiting and retaining the right people, training them, allowing them to develop their skills and abilities, paying them the appropriate wage/salary are all important to how successful you are. Treating people properly, dealing with problems (grievances/discipline) and treating people well when they leave (retirement/redundancy) are important to your reputation.

What is my product? 
	


Have I identifies the right price?
	


Where are my premises – am in the right place?
	


How will I promote my business?
	


Who are the people concerned with my business – staff and customers?

	Staff

	Customers


Market Research

In order to develop the right answers to the above questions you will need to research your market. It enables your to make realistic and meaningful assumptions about your profitability. Most people over estimate sales and under estimate costs. Why are so many projects over budget?

There are two types of research that you will need to conduct –

Primary – Your own research directly about your business.

Secondary- Find out what information other people have already found out.

Secondary research is done first!

Secondary or Desktop Research 

Find out what work others have done, what they have found out about your type of business. The Business Opportunity Profiles are a good place to start. Use the Internet and/or visit the library – KOMPASS and material produced by “Dunn and Bradstreet” are good places to start. Ask the librarian – if things are reasonably quiet they can offer a great deal of help, but in any case they will be able to point you in the right direction.

Summarise you findings below and add other information that you find out below
	


Primary Research

Develop your own information. Identify some potential customers and talk to them, what would influence them to buy from you? How much will they buy? How much will they pay?

Identify some premises and go there with a questionnaire – ask people if they would buy what you want to sell. How many people pass by? Are they likely to stop if they see something interesting? How accessible is it (Can customers and suppliers get there)? What services are there?
	


People and Personnel

There are a number of issues around the people who are involved with your business. Remember the Stakeholder Analysis you did earlier in the planning process and the skills checklist? You will need this information now.

You will need to make sure that you can answer the following questions:-

 What skills can be provided by me and my partners (if any)?

 What skills will I need to get from elsewhere?

 How often and for how long will I need those skills?

The answers to these questions will help you work out what skills you will need to buy in, and whether you need to be thinking about employing people or contracting in services. For example if you need a solicitor it is unlikely (unless you are setting up in business as a solicitor) that you will want to take a solicitor as a full time employee. The amount of work that they would be required to do would not make it cost effective. However if you need a cleaner in your workshop for 3 hours per day you may think that employing someone as a pert time cleaner would be the best option. If your need an is for an administrative assistant and receptionist from 8am to 4pm you may decide that 1 full time post is the answer. (This could be 1 person or 2 people on a job share basis).
	These Skills will be provided by me
	I will require additional training

	
	


	These skills will be provided by my partners
	They will need additional training

	
	


	These skills will be bought in by contracting
	How much will  be needed?

	
	


	These skills will be provided by employees
	Part time or 

Full time?

	
	


If you are looking to employ some one in your business there are a number of issues that you will need to consider and the next few pages will are designed to help you to work through these issues. Even if you do not anticipate employing anyone at the moment you are encouraged to consider these issues as there may be occasions when you consider employing someone or sub-contracting work sooner than you think. (If you get a large contract for example)

What work do you require the other person to do? Break this down into tasks that can be identified and duties that are required.

This will be a Job Description
Now identify the skills, experience and knowledge that will be required by the person who would be able to do that job – state which are essential and which, if not essential would be desirable.

This will provide you with a Person Specification

You now have the basic information that you need to advertise the position.

You are now faced with one or two issues regarding equal opportunities, which you will need to examine carefully. Many jobs are filled by “networking” – the person you know, a friend, an ex colleague, a relative or just some one from your social life. “I’m looking for someone with your skills …… are you interested?”

Where you are considering employing only one or two people this may be cost effective and within the law. When you are looking for more people your need to think of the following issues:-

 How can I make sure that I am contacting the people with the right blend of skills and experience?

 Am I excluding people on the grounds of race, gender, disability, age or sexual orientation?

The first question is one of business sense – “the wider you cast your net the more likely you are to catch the fish”. The more people you contact the more likely you are to find the right person.

The second question is one of legality – it is illegal to discriminate on the grounds of race, gender, disability, age and sexual orientation – you can be taken to court. (With disability there are exceptions in certain instances – but you are expected to make reasonable provisions for people with disabilities – e.g. wheelchair access). 

The Business Plan
We at arrowhead recommend the following structure for your business plan, it has it’s origins in the EFQM (European Foundation for Quality Management) Business Excellence Model – devised by business people to see how a quality business would look. If you start here you will see how to improve your business as you can improve each box and so improve the whole

[image: image5]
Quality Issues

In the previous section we mentioned Design Criteria and Performance Criteria
Design Criteria – this is identifying the design of a product – its size, the way it fits together

Performance Criteria – this is how it works – how fast it goes, how far it will go, how strong it is

It may be that these two criteria do not affect your business, but the thing is that your customers will expect a certain quality and look for consistency in what you do. You need to do back to Page 8 where you said whether you are going to be produce budget, mid range or premium product or service.

A budget item will tend to be basic and offered at a minimum price

A premium product will be specialised, have extra features and enhanced performance – the customer wants this and is prepared to pay well for it

A mid range product will be somewhere in between – the customer is price sensitive but wants better than a basic product – here there is a balancing act between price and quality

You may wish to go for one standard, or more than one standard – in which case your customers need to know which quality standard they are buying – this involves brand management. E.g. Red Top – high quality, Yellow Top – mid range  Blue Top – budget.

There are 2 key issues with quality – consistency and continuous improvement. 

Consistency – you customer expects a certain quality at a certain price – the more times that they get their needs met at a price which seems good the better your reputation and the more loyalty you will get from your customers

Continuous Improvement – no customer  complains when something is better than expected – so you are always looking at ways to improve what you do, better products, better prices, better service – this may mean that you need more training in new ways of doing things.

There are a number of well known Quality measures such as ISO9000 and Investors in 
Neither of these systems works well for a micro-business. This is why we have used the EFQM model as our basis. If you want to use the full EFQM model we suggest you visit their web site http://www.efqm.org/en/ 
The  model we use looks at different areas of your business

Leadership (Vision and direction) - this is about the vision you have for your business and how you will get there

People – this is about how you will get the right people in your business, training them and keep them. How you will deal with people issues.

Policy and Strategy – this is about how you will move from your vision to running your business – the how to do it partnerships and Resources – How will you work with others outside your business, maybe your accountant your suppliers, your customers, your bank. Are others in the same line of business competitors or partners?
Processes – What processes do you use and how do you manage them?

Results – If your business is working well what will you achieve for – your people, your customers and the people around you. And crucially what are the key things that will show that your business is working well – e.g. Turnover, profits, sales volume
Below are a couple of issues that affect all businesses and which you will need to consider
Customer Care

Customer Care is something that a business needs to pay attention to   because one of the main reasons that people switch suppliers is service. In a retail survey it was found that people switch for one of 3 reasons

Price

15%

Quality

15% 

Service
70%

So it is service which really counts.

Good Service in often not noticed

Poor Service is noted and shouted from the house tops

If your business has different products you may find that they attract customers from different backgrounds/communities/socio-economic classes

e.g. Sainsbury’s has a number of ranges – 2 are

Taste the Difference –  top quality product, attractive packaging at a  premium price

Basics
       
          –  basic product, basic packaging and economy price

These appeal to different customer groups so if you go to one store where there are many professional customers you find that there are a lot of Taste the Difference products. If you go to another, which is next to some very poor estates you will find that the “Basics” products predominate.

So people look for products that are within a certain price range and therefore of a certain quality (you don’t expect Rolls Royce quality at Skoda prices). And they all expect good service. Although high price often indicates premium service.

A business needs to discover what the customer wants and expects and needs to monitor what they get. Many retailers have mystery shoppers – railways have mystery passengers, people who act like a normal customer but note the level of service they receive.

You might like to have a Customer Service policy of Easy, Enjoyable, Exciting

Business with (my company) is easy because
	


Business with (my company) is enjoyable because 
	


Business with (my company) is exciting because 
	


Delighting the Customer

This is about going the extra mile. Exceeding customer expectations. Delivering a service that is second to none.

The problem is that as soon as you improve the service the task of delighting the customer becomes more difficult – 

In 1985 the rail service between Liverpool and Norwich was run by old trains (built 1950’s) So to improve they introduced new trains – customers were delighted, these trains were better than they expected – but soon they became used to them. So to improve the offering they introduced a refreshment service, but soon refreshments were seen as normal

What should the railway company do next?
	


What to so when things do wrong

You will need to decide how you will respond when things go wrong – 

Different businesses adopt different policies – but customers have certain rights by law – goods sold must be fit for purpose.

Different business use different systems such as -

Money back.

Replacement goods.

Voucher off next purchase.

Taxi service – for passengers who miss last train because of connection.

Reduction in rent – or a month rent free.

Work put right at no cost. 

Production Control

Whatever you produce or sell will need to be produced. At a simple level if you are installing plumbing systems you will need to identify the work that needs to be done, the parts required to do the work and the order in which tasks need to be completed. Then you can work out how long the work will take and produce a costing so that you can give your customer an estimate.

Or you may run training courses – you will need to know how long it will take to prepare a day’s training course and so work out your costs.

In retail, how much time will you need to spend to keep the shelves full?

I “produce” 
	


I need to work out timings for 
	


At a more complex level if you are manufacturing you will need to specify 

Quality issues - such a tolerance, design criteria, performance criteria

Production schedules – how many can you make in a given time, 

Flow charts – how will items go from one stage in production to the next
Other business will each have their own issues which you will need to address.
Business plan for 
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Vision & Direction








Where we are going & how we will get  there?





Who will we work  with & what we will need





Who  will do what








How we will do things








What our people will achieve





Who will buy and  how much?





How we will relate to those around us?





Measures of  achievement











Business Planning Document © Arrowhead Business Consulting


