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1
why you need a business plan


Whether you have already started a business or intend to start one soon, you need a business plan. A business plan is an important business tool. It is a document that describes your business in detail and shows short- and long-term issues. It is a guide for future action as well as a means of showing potential backers that your business is viable. Whether you write the plan alone or with colleagues it needs to be created with the intended audience in mind. Before you begin, work out what skills you or your colleagues will need so that you are aware of any potential gaps in the plan.You will need to keep your plan updated so that you know how your business is progressing and what changes, if any, need to be made. Remember, the content of your plan will only be as good as the information put into it.


 


A business plan is a document that describes your business in detail and suggests how it might progress in the future. It shows what actions need to be taken immediately and which are long-term issues. It is therefore something that can not only be used for a short-term situation, such as raising finance for a particular project, but also as a guide to how the business should progress. It normally contains information about what the business is, how it will operate, how the product or service will be marketed and the present and future financial position. It shows what the business can do and what you want the business to do in the future.


Each plan will be tailored to the specific business or proposed business being considered and will vary according to the importance of the situation. One thing is clear: people who make business plans are more successful than those who don’t because they have a better understanding of their business and how they want their business to develop. Time taken to prepare a business plan is never wasted.


There are two main types of plan. First, a short-term plan aimed at getting a loan, investment, grant or other kind of aid. Second, a long-term plan that will help you develop your business and provide a blueprint for progress that will motivate staff and guide managers. Both types of plan have the same basic core of vital information, but a short-term plan will focus on the need for financial help while the long-term plan will provide more information about the business’s long-term aims. In practice, the difference between the two is more to do with length and emphasis than content. Any plan should contain enough information to explain the business in enough detail to encourage investors or lenders and that in itself is the basis for long-term planning.


Uses of a business plan


There are many reasons for producing a business plan and some or all of them will apply to your business.




	
Obtaining financial backing. Both new and existing businesses can have a need for money, and a business plan will show why investing in your business will be profitable. Your local trade and business organizations will be able to give advice about getting started with your business. Try contacting your local Business Link or local Enterprise agencies. There are also government organizations and other agencies – public, private and voluntary – that can provide advice and help for new and existing businesses.


	
Showing that a new business is viable. If you are starting a new business, your plan will show potential backers what your business involves and that it will pay. It will show how likely the business is to succeed and reassure investors or lenders that the business will not go bankrupt and will make a profit. Anyone providing financial assistance will need to know that your business can repay any money and can sustain interest payments.


	
Helping people become self-employed. Anyone wishing to become self-employed should produce a business plan whether they need immediate financial assistance or not. Not only will it concentrate thinking on how the business will work and highlight potential problems, but it will show whether working for oneself is a practical option.


	
Discovering strengths and weaknesses. By writing a business plan you can see where there are potential or existing problems as well as where the strengths of the business lie. For example, compiling a business plan might highlight a lack of certain skills in managers or employees. A useful tool for this is the SWOT analysis which will be explained in Chapter 3.


	
Encouraging partners. A good business plan will encourage people to join you as partners in your business. It will show that they will be taking part in a venture with a future.


	
Guiding employees. The plan can be used to show employees the direction of the business and to enlist their help with the plan’s execution. It can also be used to keep employees informed of changes and therefore boost their morale.


	
Helping you make decisions. With the detailed information about your business at your fingertips, you can make informed decisions quickly and confidently. You will be able to make better decisions immediately, rather than have to gather the background information once the problem has arisen.


	
Blueprint for future action. A good business plan provides an ongoing guide to how the business should progress. It helps you manage the business efficiently and is a map for progress.


	
Improving internal management communication. The better understanding managers have of the business the better they can communicate between departments. Managers need to know how the business works on a day-to-day basis. A business plan will show up any badly managed areas of an existing business or potential managerial problems for a new business.


	
Pinpointing areas for development. Writing a plan can highlight areas which it would be profitable to develop.


	
Highlighting problems. The plan will not only show where immediate problems need dealing with but will show where future problems might occur. This will help reduce a ‘fire-fighting’ approach to problems and therefore save time, energy and money.


	
Planning resources. Your plan will enable you to see what resources you need and be able to plan for them. You should therefore not be caught unawares by lack of resources at any future point.


	
Getting ahead of the competition. Any business plan needs to demonstrate an understanding of your competitors and their strengths and weaknesses. By researching this you will have a plan that gives you the tools to market your product or service in ways that will overcome competition.


	
Making the best use of what is available. Even if your business does not have everything that ideally it should have, by creating a plan you will be able to see clearly what its assets are and so be able to make the best use of them.


	
Analysing the viability of a new product or service. Creating a business plan gives you the opportunity to research the viability of a new product or service and to see how it will fit into the prevailing business market. A plan will help you uncover any previously unnoticed flaws in the processes of creating a product or service and getting it onto the market.


	
Providing a personal long-term guide to progress. By referring to the plan you can see where the business is deviating from this and make adjustments accordingly. It can also be a motivational tool by demonstrating where and when your business has progressed according to the plan.


	
Providing an overall view of the business. You might be so closely involved in your business that you do not see the overall picture. Preparing a business plan will make this clearer and provide an overview.


	
Concentrating your thinking. A business plan will make you think carefully about your ideas and view them as other people will see them. It will enable you to solve problems that the plan throws up before readers see it.


	
Impressing buyers. This is an overlooked reason for providing a business plan, but potential buyers of a business will want reassurance that the business is viable and is likely to continue making a profit. It will also give them a detailed breakdown of how the business operates.


	
Getting regulatory approval. If your business will require approval from a regulatory body then the plan will show the body that the business meets all the necessary criteria.





Preparing your plan


You should share the business plan with your work colleagues or employees. If they understand how the business is supposed to work and progress they will be encouraged to help the process. They might also have suggestions about ways to improve on the procedures and product or service. Advice from people who have first-hand experience of the way your business actually works is invaluable. If you are intending to start a business and have potential partners or employees then you can show the plan to them.


Your bank manager, grants providers and investors will want to see evidence that you understand the product or service you sell and that you have carefully evaluated the prospects of your business. You might also show your plan to business advice organizations so that they can help you improve it or give other advice.
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