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Introduction

1.1 Executive Summary
Although presented first this section should probably be written last.  It will be a summary of the entire business plan and it should,

· briefly describe the business

· highlight key objectives

· outline any key features or accomplishments to date

· be interesting

1.2
The Business

· Give the name, address, telephone number of the business.

· Rationale – The reasons for starting the business (bear in mind that your business will need to make money to fulfil other aims)

· Indicate the legal status which the business has (or will have) and the reasons why you have decided to form a limited company/co-operative/partnership/charity/friendly society or other.

· Give a history of the business to date

· If it is an existing business describe present funding arrangements, balance sheet and latest accounts – include copies in Appendix.

· If you are using the term “social firm” in your business title, it might help to include a brief definition of a social firm and list examples of others (contact the Social Firm Resource Centre for the latest material)

2 Personnel and Human Resources

2.1 Staffing Issues

· What are the jobs needed to operate this business.  State the key posts and describe any progression  from positions which will exist at start-up and positions which will follow.

· Which positions are essential, and which if any are related to turnover, performance and the size of the firm.

· What experience will positions require, how will post holders be selected – (consider putting job descriptions for key-posts in the Appendix).

· Terms and Conditions – How many hours will post holders work, how much will they be paid, is there provision for sickness, annual leave cover, will a company pension be provided?

· Are there issues around secondment or transfer of staff from a parent organisation  - describe .

2.2 Trainee Issues

· Are all employees salaried or are there any workers on therapeutic earnings or working up to the income disregard level? (describe the numbers and plans for creating salaried posts for workers currently in receipt of benefits)
· Are there to be trainees undergoing vocational training?   If yes, address the following:
· Number of trainees
· Type of disability/disadvantage
· Referral source/method of recruitment
· Method and amount of funding per place (if a contract with a service purchaser has been agreed include it in the Appendix
· Type of qualifications, is any funding outcome related?
· Duration of training and throughput
· Roles of trainees and how they differ from workers
3 Operational Requirements

3.1 Premises

· Location, why was this location chosen and why was it favoured over other locations?
· Cost of premises – include rental details or mortgage/lease conditions.  Are rates included or is there an exemption? 
· Any special features, access, security, etc?
3.2 Legal Aspects

Describe:

· Insurance for property and contents

· Employers liability/public liability

· Health and safety issues

· Special licences or certification.

3.3 Capital and Assets

· Describe the premises and equipment the business has. (if any)

· Describe the equipment the business needs.  This should be completed in detail highlighting quantity, design and type and including large and small (expensive and inexpensive items).

· Where is the money coming from to fund the purchase of assets, what repayment conditions exist (or are being requested), is there any security?

· Are any of the assets to be obtained through loans or donations – if so from which sources (or potential sources) and are there any conditions attached?

3.4 Product or Service

· Describe the product or service but avoid using technical jargon which the reader may not understand.

· What are the advantages of your product or service, list its unique selling features

· If a product, are there copyright or patent issues?

· Describe the product manufacturing process or the service delivery process in detail  (the following example is from a restaurant/café).

The Customer comes in 

The Customer is shown to a table

(Who lays the table?)
(When is the table laid?)

The Customer is given a menu

The Customer is offered a drink from the bar

(What is on the menu?)
(How will it be cooked?)
(How will it be served?)

The Customer is given a bill
The Customer pays

(Who produces the bill?)
(Whom does he pay?)
(How does he pay e.g. cash, account, credit etc.)

· Relate the staffing roles to the production or service delivery

· Describe the operating conditions, opening and closing times including evenings and weekends and holidays.

· Describe the length of the production process and outline your ability to diversity if market conditions change.

3.5 Costing and Pricing

· Describe your overheads outlining fixed costs such as rent, rates, wages, energy costs

· Describe non-fixed costs including part-time salaries, materials, transport, service costs

· How have you arrived at a price for your product/service?

· How does the price compare with the market?

· How and where will you sell your product/service?

· Have you considered stock and storage costs?

· Have you considered method of payments credit card surcharges and bad debt provision?

· Is the market trend for the price of your product upwards (eg leisure wear, information technology services or downwards (eg mobile phones, some electrical products), what future trends are you anticipating and how will this affect your costing/pricing?

3.6 Purchasing and Suppliers

· What materials will you need to buy, in what quantities and how often?
· What payment terms do you expect to obtain?
· What suppliers will you buy from, do you have options?
· Will you be joining or forming a consortium eg with other social firms/social enterprises?
· Are you eligible for any discounts or special conditions eg through association with a purchase contract of a parent association or founder association?
4 Marketing

To assist with market research and identifying the needs of your customer the appendix contains the format for a customer research survey.  It will assist with provision of information as part of your market research which needs to address the following areas.

4.1 (a)
Who are your customers?

Age Range




Individual




Large Businesses


Charity


Small Businesses


Urban


Suburban


Rural


Salary Range (£K)


Male/Female (M/F)


4.1 (b)  What price will they pay?

How much for similar product? (£.p)



Would customers pay more for an improved quality product? (Y/N)



Would volume of sales increase if lower quality cheaper product produced?



How did you arrive at your final selling price(s)?  What factors did you take in to account in this calculation?



4.1 (c) Your Market

· Who are your principle competitors?

· What similar products/services are your customers or potential customers currently buying?

· What are the trends in your market (past/future)? (list any special features/events).

· Has the market for your product/service increased or decreased in the last 5 years?

· What is the national annual spend in your market?

· Is this spend increasing or decreasing?

4.1 (d) What features do your customers look for?

· Are they price conscious?

· Is the presentation of your product significant?

· Is your service a premium quality service?

· Is durability an issue?

· What added features would increase sales?

4.1 (e) How will customers find out about your product/service?

E.g.
In a shop?
Advertisement?
Specialist publication?
At an exhibition?

In a leaflet/catalogue?

Through placement or inducement?
Other (describe)

Where will they be able to buy the product or purchase the service?

E.g. Shop/Store?
Catalogue?
Mail Order?
Direct from you?
Through an agent?

4.1 (f) Why should the customer choose your product or service rather than your competitors?


What is its U.S.P (Unique Selling Point)?

Quality?

Value for Money?

Construction?

Price?


Design led?

Additional features?

Ease of distribution?

4.1 (g)
Appearance


Product
How does your product look?

· Does it require packaging?

· Would different colours influence sales?

· Does your product utilise graphic design?

· How will it be presented/displayed?

Service

· Does your service look professional?

· Are workers in appropriate clothing, using modern equipment?

· Will the service be recognised or easily identified in your locality/region?

4.1 (h)
Supply


The supply of materials for your product


If your sales greatly increase can your supplier(s) react adequately?


If you encountered demand for more colours or changed detailing could they react?


Is your supplier local or national?


Have you recently researched if there is a supplier who is cheaper or more local?

Do you have a contingency supplier if the cost of supplies pushes your price above what your customer will pay?

Supply of your service

Is demand for your service seasonal?                 Y/N

If yes – what will your workers do when demand is quiet?

          -  Will you have enough workers at peak time?



How long will your customers wait for the service to be provided?



Can you build up a waiting list of customers?



What percentage of the service is dependant on one or more key staff?



What will happen if key staff are unavailable?

4.1 (i)
Transportation
Many social enterprises do not achieve anticipated profit margins due to poor costing of transportation.  This includes a sandwich enterprise delivering by taxi and terracotta tiles being carried to the shops of transnational partners by staff in personal luggage.

Is the cost of transport costed into your selling price? – (Describe method used.)

Are you providing your own transport?

Does your transport meet health and safety standards?

Are you sub-contracting your transport?

Are there restrictions regarding  - advance notice, delivery days, size and weight, insurance?

4.1 (j)


If you have exceptional sales, 

· Can you subcontract some production?

· Would this greatly increase your cost?

· Can you still make a profit on the order?

· Can you guarantee the quality?

4.2 Market Research Results

4.2 
a)
Outline the results of your market research

b) What conclusions and messages can be drawn from the market research?

c) How is your business going to take advantage of the opportunities identified by your market research?

d) Has your business idea been adapted as a result of your market research?

e) Complete a Swot analysis analysing the strengths, weaknesses, opportunities and threats to the business.

The format to carry out the above is probably a session combining brainstorming and planning.  It should involve all staff/workers, suppliers or customers if possible and others involved in the venture.  The session should firstly, identify new markets and customers and then take the broader picture while completing a swot analysis.  Some guidelines include

1) every idea must be written down

2) no adverse comments or criticisms allowed

3) no tight agenda – chart keeps group on the subject

4) review the results shortly afterwards allowing time for actions to be implemented

4.3 a) 
Marketing Strategy

How do you intend to market your business?

How will you promote or use to your advantage the fact that your business has a social objective as well as a business objective?

How will you market the Unique selling Point you described in 4.1(f)?

4.3
b)
How will you advertise your business?

Describe your advertising audience

Describe and justify your advertising medium

Outline your advertising costs

Outline the expected results/outcomes of your advertising

4.3
c)
How will you sell your product/service?

Who is responsible for sales and what methods are to be used?

Describe any commission or agency arrangements

Who will monitor sales performance and how will this be done?

5. Finance

Some financial profiles will be detailed and complex if the enterprise itself is large and complicated.  Some new businesses are not viable unless operated on a large scale, whereas many social firms will have a relatively straightforward financial arrangement reflecting the size and ambition of the project.

All projects will need to produce a two year financial plan with profit and loss and cash flow projections.  The key elements to the financial plan are outlined below and a sample profit and loss spreadsheet is included.

5.1 Profit and Loss Spreadsheet
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Worksheet


a) Open EXCEL using this icon, 
b) Open the Business plan spreadsheet on this diskette. c)The file contains two linked spreadsheets - "profit and loss" and "cashflow"

a) 5.1


b) An effective format for spreadsheet layout is to separate fixed costs and non fixed costs and to subdivide these headings into staff costs, premises costs, transport costs, cost of sales, capital costs and administration costs.  Your fixed costs are costs that occur whether you sell anything at all – wages, rent, electricity etc.  Non-fixed costs are sales related, materials used, commission to sales staff, fuel for deliveries.

c) Income is usually depicted with a minus (-£) sign and should be described as fixed or non-fixed income. Income from sales is not assured and is therefore a non-fixed income.  Income from a training purchaser for vocational training places within the enterprise is also going to be a non-fixed cost as it is usually dependant on occupancy and sometimes on outcomes.  The only income in the fixed income section is that which is guaranteed and not related to sales, occupancy or outcomes, eg a start up grant which has been secured, a training contract which pays for places even if unoccupied.

d) Depending on the size and style required, the row underneath every entry can be used for an “assumption” which describes the logic and methodology behind the calculations in the row above.  Alternatively the assumptions can be compiled on an annex to accompany the spreadsheet.  The assumptions allow you to justify your realism relating to sales, salaries and other costs.

e) Common pitfalls are:

· Overestimating the level of income from sales which can take time to build up.

· Overestimating income from other sources which may be dependant on occupancy (recruitment takes time), or grants (the funds initially promised are often pared down before reaching you.)

· Underestimating staff recruitment time.  If new staff are needed it may take longer than planned to start them in the business.  This can be a saving but may affect your plans to deliver your product/service.

· Underestimating costs such as energy, fuel and staff training.  Items which are important to the business.  Show the basis for your estimates.

· Not allowing for sick pay/holidays in staffing plans.  The number of staff needed daily is not the same as the number of staff on the payroll.  

· Not having enough sales, marketing and advertising resources.  An insufficient budget allocation creates the dilemma of being able to make a product or provide a service but not having resources to let the customer know about it. (allow room for adjustment in your sales and marketing strategy).

5.2 Cashflow Spreadsheet
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Worksheet


a) The same layout and headings can be used as for the profit and loss spreadsheet.  This time the assumptions will justify when your expenditure will occur and when your income will be received.  It will help to include in the appendices any agreements regarding payment terms or date of receipt of grants, referring to these in the spreadsheet assumptions.

5.3 Key Issues to consider include

· When will your customers pay you?
· When will you pay your suppliers?
· Allow for slippage of grant payments?
· Consider provision for bad debt.
· Show how you have considered purchase/lease or rent to manage your capital equipment and premises costs.
· Have you discussed or allowed for bank charges?
5.3a)
Exceptional Items

Some social firms and enterprises have a parent organisation who will pay for some of the initial start-up costs, may subsidise staffing and may provide payroll and finance services.  If your business is going out on its own you will need to consider the following items,

· Accountancy and legal charges

· Redundancy and pension costs

· Registration and insurance may be more expensive for a small enterprise

· Do you have any guarantors?

5.4 Break-even analysis

The Point where the profit and loss spreadsheet shows income catching up with expenditure is straightforward to identify on the spreadsheet.  As long as this point is forecasted to occur reasonably early in the life of a business, with cashflow not too far behind, many funding agencies/company boards will be prepared to support the venture.  Whether reaching a break-even point occurs or is forecasted in year 1 or year 3 depends on the nature of the business and the level of support behind it.  Banks will prefer an earlier break even point to a charitable Trust who have been approached for start-up funding, and certain sectors take longer to break into than others.

The break even point cannot be manipulated as you must stand by your analysis of income and expenditure.  However it is useful to analyse the break-even point, justifying the levels of sales, describing the contingencies built into the budget and giving a satisfaction factor that the break-even point is realistic and achievable.

5.5 Assistance

A Social Firm will have costs and income which differ from a regular business.  It can be difficult to obtain meaningful information about which costs to include and which assumptions to make in respect of your planned business.  You also would not expect a potential competitor, whether a social firm or a mainstream business, to assist you in your financial planning.

To avoid the unpleasant effects of not meeting income targets and being forced to exceed expenditure projections try to consult with a range of people who will each give you a perspective of your financial realities.  Banks, enterprise start-up agencies, other firms in that economic sector, other social firms/enterprises of similar size and structure are all worth consulting with if it improves the quality of your budgeting.

Now go to Section One and Complete Your Executive Summary.

6
APPENDICES

Include the following appendices with your business plan.

6.1 Customer Research Survey

6.2 New Product/Service Development Process

6.3 SWOT Analysis

6.4 Other Items. 

6.1
Appendix 
Customer Research Survey

1. Current customers

· Ask current customers why they buy from you.

· What changes in your product would make them buy more?

· What associated product could you offer for additional sales?

2. Ex-customers

· Why did they switch to a competitor?

· What change to your product/service would make them consider switching back?

3. Potential customers

· Cold call to find out what they would look for in your product

· What factors would persuade them to buy your product or service?

Methodology:

· Customer questionnaire posted or given out at point of sale

· Telephone questioning of existing customers and cold calling new customers

· Marketing survey on High Street with a scripted list of questions

Questioning:

· Do not assume certain questions are unnecessary.

· Are you sure customers want what you think they want?

· Avoid making implicit assumptions.

· Do Not ask leading questions.

· Use clear comprehensible questions.

· Do not be vague or ambiguous.

RESULTS OF CUSTOMER RESEARCH

Current customers



Ex customers



Potential customers:



6.2
Appendix – New Product/Service Development Process

By following a system of development for a new product or service the chances of success of your business can be greatly improved.  Many enterprises in the social sector ignore essential stages and end up in a situation where the business assumptions were incorrect, the business is not profitable but neither have they the means to rectify this.

1) Idea generation

2) Idea screening

3) Concept development & testing

4) Marketing – strategy development

5) Business analysis

6) Product/service development

7) Market testing

8) Commercialisation

Many organisations are innovative and many ideas are generated, consider how these ideas are collected and what your organisation would do with such ideas.  Most of all, do not bring it to market because everybody thinks it is a good idea, test it first, be confident, well organised and consider how, where and to whom you will launch your new product/service.

6.3 SWOT Analysis

Include a summary of the SWOT analysis carried out by the project team if you feel this will enhance the business plan.

6.4 Other Items

Include a copy of the property lease, any grant funding agreements, training contracts and other relevant documentation.

For further information contact:
Social Firms UK






Aspect House






2-4 Monson Road






Redhill






Surrey  RH1 2ET






Tel:  +44 (01737) 764021 






Fax: +44 (01737) 766699






socialfirms@cqm.co.uk





www.socialfirms.co.uk
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