Start up plans – improving outcomes with Business Plan Pro software

There is a massive and continuing problem with start up planning throughout the world

Start up planning is of poor quality. Plans for start up or early stage operations need to be of better quality than those of existing companies. This is because the complexity of start up environment demands a higher level of plan development and analysis. While many structural issues have been solved in the existing business and are no longer crucial to business survival, they all must be identified and resolved for the start up business.

Unfortunately, the reverse is true – the start up plan is consistently of much poorer quality than that from the established business. Average scores for start up plans in the Ibis database now run at 32; those from existing businesses now average 54.  This means that the plan from the typical existing business has a much greater chance of achieving its objectives – the chances of the typical start up are far more limited. The Ibis sample is perhaps more sophisticated than most – which suggests that the real problem is even more acute.

Of most concern is the limited content of start up plans. They on average contain very basic information in some key areas; in others the information is entirely lacking. Ibis has taken 100 start up plans randomly from the boxes which surround us and analysed their content. The results show that there is an overwhelming emphasis on some basic plan components, such as financial flows and personnel. The logic behind how these financial flows will be achieved, and how the personnel will manage the company once the plan has been initiated, are rarely included.

In the sample of 100 plans, very few included the vital information, such as risk, sales guarantees, implementation and contingency data, as Figure 1 illustrates

Figure 1 Sample plan contents by category
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The main conclusion from such an analysis is that the start up business plan is seen as a static document; it is produced for presentation and not for management of the initial and then the continuing business. It is hardly surprising therefore that so many fail.

Why does the problem exist?

There appear to be several reasons why the quality of start up planning has not significantly improved. There are problems on both sides – from the company, and from the adviser.

Company led problems

Lack of knowledge of business plan requirements. The commonly held view that “anyone can write a business plan” has to be treated in the same way as the statement that “everyone has one book in them”. Both are perhaps true, but they beg the question – what sort of plan and what sort of book? As with all other skills, the development of a business plan improves with practice and with external information and advice/ training. The analogy of the novelist remains relevant; later books are generally better than earlier; and it is no surprise that many novelists come from a “word” background, and have studied the subject as well.

Business plans must be comprehensive. This demands that a range of knowledge must be applied – production needs to link with personnel, with marketing, with information, with market, with competition, with finance and so on. This knowledge is rarely held by one individual so if one individual develops the plan, it will be limited and biased.

Limited team. This lack of knowledge is linked with another standard problem of the start up/ early stage company. They have limited finances, and limited recruitment horizons – the founding group comes from a narrow background. The perception is that because they have limited finance, they cannot build the team. This is not the reality of the European industrial environment – there are many individuals available outside the immediate circle able to provide vital expertise, on a low initial fee/ success fee basis. Using such individuals broadens the decision making group and invariably improves the quality of the planning.  

Limited time. It is inevitable that start up operations want to drive forward from the earliest possible moment. The founders are enthusiastic; they are conscious that as they wait they are not earning; they may fear that the idea will be overtaken by others before they can fully exploit it. 

Companies must be prepared to spend the time on the development of the plan. Time spent on the development of a detailed plan is never wasted in our (and others' opinions). Minor questions such as “does the market want it?” “can we get distribution?” can be answered. It is realistic to require a development period of a minimum of three months – more if the offering is complex.  

Inertia. Writing a business plan is often a tedious and boring process. Constant revisions and reviews will wear down the most dedicated individual, damaging quality and coherence of the final document. Group contribution and effective group involvement in the development of the plan will improve the quality of the material, enable the group to be confident of what is in the plan, and reduce the potential of plan “burn out” which is only too frequent.

External adviser problems

Lack of knowledge of business plan requirements. Advisers, like start up companies, have a specific background which they bring to the analysis of the business plan. This is likely to be heavily biased in one direction – their original skills base. Scientists will emphasise the research programme, marketing and sales personnel the marketing function, accountants and venture capitalists the financials, and so on. Unless the adviser group has a broad hands-on background within a particular industry the key drivers of success and failure are unlikely to be comprehensively understood. The approach by 3i to create “industry experts” within the organisation to comment on all plans within that industry is one such improvement in creating the necessary skills base.

The “we must pass at least one” syndrome. Advisers are pressured to move programmes and investment targets forward. Where the organisation is seeing a wide range of plans from existing companies (including MBO/MBI) quality investments/ actions are less of a problem. Where the emphasis is entirely on start up operations, the quality threshold can be significantly lower, and the temptation to pass a quota can be irresistible.

Time. The adviser perceives that there is little time to give to each of the companies that come through the door, and makes hurried judgements about their potential to succeed. Setting clear targets for each stage of business development can substantially improve the productivity of support services, as all research indicates.  

The need for best practice in supporting start up companies

This analysis suggests that there is a need for a structured process to manage and develop start up businesses. Ibis together with several incubators suggest that this 10 point framework is likely to provide best practice.

1. Filter entrepreneurs, ideas and financial viability as much as possible. Make the team/ individual aware of the demands of the project.

2.  Insist that the team is strengthened with the “mentors” that can contribute to the development of the project

3.  Concentrate on the “champions” which fit in with the key skills and abilities of the support team. Discard the rest.

4.  Ensure that adequate time is put aside for the analysis and development of the project. A minimum of three months should be always seen as vital for any complex start up operation.

5.  Train the team early in the demands of the plan. Have a formal training session led by individuals with real world experience. Use an integrated business plan sample, software, literature approach, which ensures that there will be a minimum content that the plan will achieve. Business Pro as software, Ten Biz Plan as book, and Ibis example material integrates seamlessly and effectively (but we would say that).

6.  Ensure that the plan is completed by the team. Support group involvement and include external mentoring where relevant.

7.  Review and evaluate the plan as it develops. Be critical yet supportive; a wider analysis will yield steadily better results. Link in other expertise where it is clearly needed. Do not let the group drift.

8.  Do not pass the plan until it meets a quality threshold which will significantly improve the chances that the plan will be effectively implemented and controlled. Resist the “we must pass at least one” syndrome.

9.  Ensure that the plan incorporates all relevant monitoring information and that this is provided on a regular basis.

10.  Get the plan team to “sell” the project as the plan matures to an expert group. Let them learn the strengths and weaknesses of their scheme. Integrate potential funding groups at this stage if possible.  

Linking Business Plan Pro, Ten Biz Plan and Ibis sample material into a comprehensive quality plan development solution

Ibis builds on the structure of Business Plan Pro by introducing further structural components which imbed training material through tables which define the specific detailed requirements for each component.

The Ibis training material also incorporates an initial filter for business start ups to identify whether the individuals, concepts and financial viability. This will eventually be incorporated into the Ibis web site as part of their continuing drive to provide interactive solutions for business planners and business plan advisers.

Table 1 The initial filter

Testing entrepreneurship
Do the individuals involved in the development of the plan have the right qualities for building the plan? 

Testing business viability
Does the business concept have the right qualities for potential viability?

Testing financial viability
Is the business concept able to meet outline financial requirements?

The combination of the embedded structure of Business Plan Pro and Ibis best practice training material incorporated via tables and discussions creates a comprehensive framework for completing a start up business plan for those companies with limited experience of building complete and detailed business plans. The embedded table approach demands a data rich approach to the plan and reduces the potential for aimless discussion.

Table 2 Integrating Business Plan Pro software with Ibis tables for detailed plan development

Business Plan Pro Section
Purpose
Ibis table for completion
Business plan Pro embedded table

Executive Summary
Plan overview
Key summary factors


Objectives
Plan goals
Key objectives


Mission
Achievement targets



Keys to success
Defines important plan drivers
Critical success factors
Performance highlights chart

Company summary
Summary of proposal
Investment summary


Company ownership
Describes shareholding



Start up summary
Start up cost structure

Cost table

Cost chart

Company location and facilities
Describes facilities



Overall products/ services provided
General review of company service/ product range



Service description 
Specific offerings
Market and structure of demand for each different product/ service


Competitive comparison
Reviews competitive structure
Competitive strengths and weaknesses


Sales literature
General review of sales literature



Fulfilment
How product/ service introduction will be achieved



Technology and IPR
Describes technology and IPR
Lists main IPR owned by company


Future services
Describes product/ service development



Market overview
General description of market structure



Market segmentation
Detailed structure
Segmentation criteria
Market structure chart

Market structure graphic

Target segment strategy
Matching demand to segment
Links between segment and demand


Market needs
Describes key purchase criteria
Key purchase criteria


Market trends
Forces acting upon market
Key market drivers

Key competitive drivers


Market growth
Trends in market demand
Structure of changing demand


Product/service analysis
Characteristics of specific segment



Business participants
Describes suppliers to the market



Competition and buying patterns
Describes overall competitive structure
Competitive advantage


Key competitors
Describes specific competitors
Competitive analysis


Strategy overview
Main aspects of strategy



Strategy pyramids
Links between strategy and tactics
SWOT analysis

Short, medium and long term strategy

Links between strategy and tactics

Links between strategy, tactics and programmes


Competitive edge
Restates competitive advantage
Competitive advantage


Marketing strategy
Overview of marketing programmes
Marketing strategy and key components


Positioning statement
Summary of unique selling proposition



Pricing strategy
Relating pricing to market conditions
Pricing structure analysis

Pricing optimisation


Promotion strategy
Choosing promotion channels
Promotion strategy, investment emphasis and measurement


Distribution strategy
Choosing distribution channels
Distribution channel decision framework


Marketing programmes
Defines key marketing activities



Sales strategy
Defines sales routes



Sales forecast
Sales numbers

Sales forecast table

Sales forecast graphic (first year)

Sales forecast graphic (over plan)

Sales programmes
Details of sales activity



Strategic alliances
Main partners and agreements



Milestones
Key tasks, timescales
Risk components, risk analysis, risk sharing
Milestones chart

Milestones graphic

Web plan summary
Key web activities
Web overview


Web site marketing strategy
Linking web policy with marketing 
Web marketing integration with marketing plan


Development requirements
Investment criteria for web development



Management summary
Key points for company management development



Organisational structure
Reporting system
Organisational analysis


Information plan
Continuing control for the implementation of the plan
Information system and reporting frequency


Management team
Description of key management



Management team gaps
Describes how the company will manage 



Personnel plan
Describes how company will manage systems
Personnel policies
Personnel costs chart

Financial plan
Provides overview of financial structure



Key assumptions
Lists the assumptions underlying the plan
Key assumptions and mitigation
General assumptions chart

Sensitivity analysis
Describes how changes in the plan will influence financial outcomes
Effects of financial changes on plan outcome


Key financial indicators
Describes how key indicators will change over plan period

Key financial indicator graphic

Break even analysis
Pricing and cost behaviour
Pricing policy
Break even chart

Break even graphic

Projected profit and loss
Describes development of profit and loss

Profit and loss chart

P&L monthly in year one

P&L annual over plan period

Gross margin by month

Gross margin by year

Projected cash flow
Describes key cash flow trends

Cash flow chart

Cash flow graphic

Contingency plan
Describes key contingency items
Contingency plan structure


Projected balance sheet
Describes key balance sheet trends

Balance sheet chart

Business ratios
Compares business ratios with industry averages

Business ratio chart
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