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WORLD ZARATHUSHTI CHAMBER OF COMMERCE

                 GUIDELINES FOR DEVELOPING A BUSINESS PLAN 

PURPOSE

The purpose of this memo is:
· To provide the entrepreneur with clear, logical directions, so that he is sufficiently enthused and knowledgeable to make a determined effort at writing a Business Plan (BP).

· To explain the relevance of each item involved in compiling the BP which, when completed, meets the following requirements :
a. It is an effective means of communication with and the banker, or lender of funds. 

b. it acts as a budget or standard while implementing the project and

c. Provides a ready-reckoner to lender for evaluating the BP in terms of the research  done by the entrepreneur and the validity of the assumptions made in support of the projections
These items mentioned and the desired details described below are for a typical Business Plan.  There is no need for anyone to presume that each and every item must be filled in as it will depend upon the progress you have made on your venture. However it should be noted that more you know and write in your Business Plan, the more comfortable your lenders will be to give you the funds.

DEFINITIONS
a. Business.  A Business is a process of meeting the needs of one or more customers with the motive of generating profits.

b. Entrepreneur.  An entrepreneur is one who starts a commercial venture or runs a commercial enterprise, with the motive of making a profit and who has a proven need for “risk capital.”

c. Management.  The work (a manager performs) of getting results through and with people.  The work of management is divided into 4 functions, namely:

1. Planning – the work of predetermining a course of action.
2. Organising – to arrange and relate the work to be done logically, so it can be performed most effectively by people.

3. Leading – the work a manager performs to ensure that people take effective action which is purposeful and productive towards achieving predetermined results.
4. Controlling – to evaluate and regulate the work in progress towards the predetermined results.
THE PRIMARY COMPONENTS OF A BP
Product or Service

Please state clearly what is it that you are offering to do. Any Product or Service offered to customers must meet an hitherto unfulfilled “need.”  Therefore it is important to describe the unique features of the product or service being offered in terms of its Value to customers; for example: is it improvement in quality, durability, favourable pricing, easier availability, improved packaging, longer shelf-life of the product, convenience of application or is the product or service radically different meeting the aspirations of customers.

Market / Demand / Customers
· What is the demand for your product or Service?  Give information on the overall market size.

· Have you any data on its usage or consumption?
· What is the estimated growth rate?
· Broadly describe the market or category of customers for your product or service.
· Who are your major potential customers?

SALES 
It is necessary to recognize that the following 5 sales components are directly related to the achievement of sales volumes or value projected in your BP:
1 Advertising and sales promotion.

2 Pricing the product or service.
3 Competition or ease-of-entry.
4 After sales service.
5 Product distribution; distributor / dealer margins; inventory and logistics.
The first table required in your BP is the sales volume projections for each product and the corresponding ex-factory price or sales value projections for the service provided.  However, before one can get to that stage a studied approach is required to determine what needs to be done on each of the 6 components mentioned above to support and achieve your sales projections.
1 Advertising and Sales Promotion
· How will you communicate with your potential customer on the unique characteristics or advantages of your product or service – make a draft of your sales letter. 
· Have you considered the cost of samples and / or the time and effort of sales personnel to do the promotion?
· Are you planning to use the media or press for conveying a message to your potential customers?  If so, have you budgeted the cost; provide a basis for the advertising budget?
2 Pricing the Product or Service
· What are the major assumptions you have made in determining your product or service price?

· What are the inventory-carrying costs, distributor / dealer margins associated with the sale of your product?
3 Competition
· Who are your major competitors?  Describe the competition that you are most likely to face from domestic and foreign competitors.
· Is your product or service easy to replicate by a competitor; if not, why?  Describe the edge or advantage your product or service has over that of competitors.

· What are the strengths and weaknesses of the existing competitors?

· What is your estimated share of the market in relation to competition?  What is the basis of your estimate?
4 After Sales Service
· Does your product or service require after sales service?  Describe what it is and describe how you would extract benefits that would accrue.
5 Product Distribution (mainly refers to manufacturing-oriented business)
· How will your product reach the customer?  Is it through direct sales or through a distribution channel?

· On what basis will you select distributors and how many are required to reach all potential customers?
· What are the dealer and distributor margins that you have estimated?  
· What geographical area do you intend covering with distributors?
· How will your distributors be involved in sales promotion?
· On what basis or standard will you evaluate distributor performance?  
SALES PROJECTIONS / FORECASTS
Having completed the thought process and narrated the critical factors related to the product, the market, the customers and the five sales components, one is now in a position to make a preliminary forecast on sales volume and prices.  This forecast should be made on a quarterly basis for the first 2 years and on an annual basis for the third year. To manage a sales operation successfully, one should list all the important work that needs to be done to achieve customer satisfaction, meet sales targets, collect money (receivables) and generate data for accounting, MIS and statutory requirements.
KEY PERSONNEL IN THE ORGANIZATION
· As head of the Organization, state your qualifications, experience and / or skills, you believe will be an asset to sustaining the growth of business.

· Provide a brief background of your partners or management team.  State their responsibility for operations or administration.

· Are there any other special skills or know-how that you do not have at present and will need to be hired?  Have you checked on the availability of such a person?
MANUFACTURING OPERATIONS (If your venture is manufacturing-oriented, it would require you to consider the following):

The BP narrative must give thought and consideration to the following components which are directly related to manufacturing operations:
1 Process Route and Technology
· Is this a “batch” or “continuous” process?
· What options were considered in selecting the process?  If a specific process is selected, what were the underlying reasons, with reference to :  raw material availability / product quality / raw material efficiency / “life stage” of the technology / plants operating with this process / “on-time” ratio of the plant / maintenance features / special skills required for operation / the by-products of the process, their sale or disposal

· Will you have access to any process improvements from the technology supplier or will this be your initiative?
· Describe the process steps involved in making the finished or final product.  What are the by-products produced at each stage?

· What were the underlying reasons for selecting a particular plant design and / or supplier?
· What are the sequence of operations that will provide the optimum level of utilization of the plant capacity?
2 Plant Capacity and Investment

· What is the plant capacity in relation to the sales projections in the third year?
· What are the factors that can affect production from reaching optimum outputs?
· What is the investment in the basic manufacturing plant (generally referred as battery limit) / the essential ancillary equipment required to support the basic plant operation / in-process product quality measuring equipment?
3 Plant Location

· What are the reasons for selecting a particular location with reference to basic amenities such as housing, schools, health care and safety of plant personnel and their families / logistics to reach customer / infrastructure such as power, roads, rail transport, water, ease of communication with customers / availability of basic hardware for maintenance?

· What is the investment estimate for land and building?
FINANCIAL APPRAISAL (Profit and Loss Statement)
This is required to determine whether the proposed project will be financial viable.  In other words, whether the profit generated can at least meet, or better still, exceed, the burden of servicing the debt.  Also, whether the proposed project will generate the returns, or profits, expected by those who have invested capital and the time-span to recover the initial investment on the project – the “pay-back period.”  

Cash Flow is another critical aspect to sustain profits and growth.  Profits are no guarantee that there will be enough cash to sustain day-to-day operations, particularly when a business exigency arises, which must be taken as “a given” in all business operations.

Any decision to deploy cash for fixed assets, or additional working capital, will depend on whether the cash generated by the business can support the additional requirements. 
1 Estimated Cost of the Project.
2 Means of Finance.

3 Assessment of Working Capital Requirements.
4.     Projections of Profitability (This is a typical P&L statement).
4 Projected Balance Sheets.(if you can)
5 Cash Flow Statement.
6 Break-Even Analysis. 
EXECUTIVE SUMMARY (In this case, you have already submitted the Business Summary)
An Executive Summary is written last but is placed at the beginning of the BP.  It includes everything that you may want to cover in a 5 minute interview.  It should cover the fundamentals of the proposed business.

· What is your product and how does it provide value to the targeted customers?   
· Who are your major customers?

· Who are the owners of the business and what experience, or competency do they have that will increase the prospects for business success?

· What do you think the future holds for your business and your industry?

If applying for funds state clearly how much is required and how it is proposed to be deployed and what profits can be generated in the medium term.

An Executive Summary must reflect your enthusiasm, professional competency and yet be complete and concise.
