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Introduction

Why a business plan?
You are a start-up entrepreneur at the launch of an activity. You have a lot
of concerns for the technical development of your product and its launch on
the market, on which you will focus all your energy. You are a seasoned boss
who operates his company. You have managed through the years, good and
bad, perhaps without ever preparing a business plan until today. So, what is
the value added of such an exercise?
Perhaps you have to deal with a new project, a new investment, a deployment in a new market. Perhaps you consider it better to keep the company
in status quo. Whatever your options, did you care to write them down, to
formulate and quantify the objectives and measure the financial results that
your strategy should bring?
The preparation of a business plan is the best tool to ensure that you conduct
a complete, objective and positively forward-looking reflection. It will make
it possible not only to solve problems or difficulties as necessary, but also to
carry out innovative reflection, aimed at producing concrete results. Progress
towards these can then be tracked by referring to the business plan.

What is a business plan?
A business plan is a document that summarizes the overall reflection made
by the company on its future. It sets out the objectives and consequences
that flow from it. This review is not limited to bare financial forecasts established more through the calculation features of a spreadsheet than on the
basis of real in-depth reflection. On the contrary, before considering the financial aspects, it is the whole enterprise which must be considered.

A prerequisite: the business model
Before embarking on the development of a business plan for a new project
or a new company, it is first necessary to ensure the existence of a clear
business model.
A business model is the mechanics of the operation of the project or company. It must clearly explain the idea and its result:
•
•
•

What is the concrete benefit the company brings to a customer?
Does it really appeal to customers?
How does the business work economically?
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This is the first demonstration of the potential of a new project. In principle,
some return must appear: the idea will bring a benefit to the company and
the customer, by producing added value.
If the company is already established, it surely already has a business model.
But the preparation of the business plan can be an opportunity to reconsider
it in order to optimise it.
The main areas of analysis will focus on the products and services offered by
the company and the resulting prospects, the target clientele and its expectations, the orientation and development in terms of the market, the imperatives of these choices in terms of production, logistics, distribution, marketing and support, personnel and management aspects (these must be
properly valued so that the company can ensure that it has the right people
in the right place), and finally the finances, final translation into monetary
units of all the prospects of the company as well as the financial needs and
dividends that may result.

Laurent Vanat

Through clearly defined analysis steps, the method proposed below by Laurent Vanat Consulting SARL makes it possible to address all these themes in
a structured and progressive way, while maintaining an overall vision.
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General

An in-depth reflection on the company's vision
All consulting firms and major banks have published their explanatory brochure on the preparation of a business plan. Even if the methods sometimes
differ somewhat, the scheme is relatively classic and the goal is constant: to
present the objectives of the company and the consequences that result from
them.
This presentation should neither be limited to a narrative of the company's
past highlights and an eloquent demonstration of the superiority of its products or services over those of the competition, nor should it consist of an
avalanche of financial data devoid of any explanation. The business plan
must give a complete and understandable view of the company's situation,
its plans, explain how they can be implemented and demonstrate that the
result that will be achieved justifies the efforts that will have to be made.

Define your strategy and formalise it in a business plan
Preparing your business plan means thinking before acting. The analysis involved requires a clear definition of product or service concepts, the validation of sales forecasts, the determining of the necessary investments, the
demonstrating that the company has the right infrastructure and human resources and finally translating all these elements into financial terms. This
takes time, which is worth investing punctually. The company should know
where it is going; its objectives should be defined; its growth should be structured. It should have criteria for measuring its performance and thus have a
basis for periodical evaluation of its progress. This exercise is far from useless. It will prevent a company from embarking headlong, on the simple faith
in a seemingly good idea, into projects whose profitability is absolutely not
demonstrated.
Far from being a gadget, the business plan is therefore a real reference tool
for the management of a company. It can also serve as an ambassador for
the company when seeking partnership or funding. In this case, one will
make sure to present the company and its context in understandable language (avoid the jargon of the business), outline the financial needs, the
allocation of new funds and future cash flows. Particular care will also be
taken to demonstrate that the company's management is up to the task of
carrying out its plans. Finally, like any document that one would like to be
read, the business plan should be of pleasant layout.
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The expectations of the recipients of the business plan vary according to their
nature:

Banks
Area of focus:
o How much does the company want to borrow?
o What will it use the loaned funds for?
o When will it be able to repay the borrowed funds?
o Will it be able to pay the interest?
o Can the company survive a setback in the progress of its plans?
o What guarantees can be provided if necessary?
Provide the usual requested figures:
o past balance sheets and forecasts;
o past and forecasted P&L;
o cash flow plan.
Key
o
o
o
o
o
o
o

points:
presentation as conventional as possible;
transparency, legibility, consistency of figures;
ability to test assumptions;
"base case" and "worst case";
demonstration of the ability to pay interest and repay principal;
possibilities of reducing the bank support;
collaterals requirements.

Investors:
Area of focus:
o Does the business plan make it easy to understand the company and its context?
o Are risks and opportunities clearly identified?
o Do future prospects provide a sufficiently attractive return?
o What is the expected exit options (redemption, buyout, sale of the company, IPO) and
when?
o Is the management up to the task?
Risks:
o difficulty in attracting investor interest;
o high rate of rejection of business plans by investors;
o shortcomings of the business plan;
o project gaps;
o management shortcomings;
o insufficient performance.

Laurent Vanat

Management:
Area of focus:
o Is the growth of the company presented in a structured way with well-defined objectives?
o Should changes of strategy be considered in the long term?
o Are performance measurement criteria defined, with comparative references?
Important points:
o Are the necessary resources available?
o Are there any plans to periodically review and update the business plan?
o Is an action plan attached?

-8-
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Business model, business case, business plan - how to find your
way around?

We sometimes use to repeat expressions without grasping their meaning.
The 3 terms business model, business case and business plan are an example
of this and they therefore deserve to be clarified. They are articulated around
each other in a logical way, each being the further elaboration of the previous
one.
If you want to set up a business, initially, there is a business model. It is
simply the mechanism that will allow the business to function and make
money. For example, a company will buy flour, turn it into bread and resell
this finished product at a higher price. This seems obvious under the banner
of a bakery, but one has seen it with some companies on the web, this basic
principle is sometimes simply forgotten. A start-up company that limits to
needing 5 million to make a revolutionary new website and nothing more,
has no business model. It has no income-generating mechanism or, more
broadly, it has not explained what its true purpose is and by what means it
will be able to achieve it.
Once this principle is established, the company can develop a business
case. It is the quantification of the idea, the expression of the result of its
activity in measurable terms. This is how many buns the baker will be able
to sell, at what price, with what investments and what costs. This is the first
demonstration of the potential of a project, its profitability, its added value.
After it has been roughed up in this way and its interest is confirmed, the
project can be described in more detail in a business plan. This document
presents a comprehensive analysis of all aspects of the business. The areas
of products and services, market, infrastructure, personnel and management, as well as finance are exposed. The baker will explain, among other
things, how he will decline his buns, what are the consumption habits of his
customers, where he will set up his laboratory, how many employees he will
hire and how the balance sheet of his company will be looking. He will describe what financial prospects he expects from his business activity. This indepth presentation of the company involves significant work, but is useless
if the company does not have, initially, a business model.
It therefore appears that before devoting a lot of energy to developing detailed concepts, it is necessary to first focus on the essentials and validate it.
To postpone initial precise definition of the business and what will be its
driving force is a dangerous shortcut.

The secrets of a good business plan
Renewal of a credit line, new financing, collaboration contract, acquisition,
company merger and so on; there is always a business plan at stake. It is
therefore important to succeed in this obligatory passage.
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It is better to put all the assets on your side in order to avoid that a perfectly
successful case is dismissed because it is simply poorly presented. Both in
form and in substance, certain basic rules should be respected.
First of all, on the form; it is necessary that the business plan is clearly structured and that it covers all the areas that constitute the company or the
project. The reflection must be comprehensive to answer all the questions of
the recipient. More superficial but also important, the layout must be pleasant and the copies neat, with an executive summary as an introduction, a
table of contents, chapters and numbered pages. A few illustrations and
charts make reading more attractive and sometimes avoid long descriptions
or avalanches of boring numbers. The number of pages and the technicality
of the wording should not discourage the average reader from starting to
read it.
As for the substance, it must prove the company's ability to ensure a profitable operation. In addition to the complete description of the business model,
the business plan must demonstrate the existence and competence of a management team that is up to the challenges it will face. This chapter cannot
be underestimated, being in the long term the major guarantee of success.
The potential of the market to which the company or project is addressed
must also be thoroughly demonstrated, on the basis of consistent and up-todate statistics. It is wise to ensure that these figures are interpreted correctly
before using them as supportive arguments. Under no circumstances should
the company give the impression that it does not know or misunderstands
the market it is addressing. Then, the plan must demonstrate that the main
risks have been properly identified and measured, that the scenario chosen
is not utopianly optimistic and that even in the event of a setback, the company can cope. Finally, the expected returns must be clearly presented, as
well as the company's ability to remunerate its financing and repay it in the
long term.

Laurent Vanat

Benchmarks for establishing a business plan
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•

Formalize the company's strategy

•

Highlight your strengths

•

Control your weaknesses

•

Define key indicators

•

Identify key criteria for success

•

Support and document working assumptions

•

Avoid overly long business plans and repetitions

•

Present the company in an attractive, accurate and precise way ("sale" document)

•

Answer the basic questions: Where are we? Where are we going? How? Is it worth
it?
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Beware of classic mistakes
Entrepreneurs are often heard complaining about the lack of available financing. However, strangely, venture capitalists often point out the lack of interesting projects to finance! This gap can largely be explained by the way projects are presented in the business plan. Out of 100 business plans submitted
to investors, only a tiny minority will materialize. The reasons are diverse,
sometimes even ridiculous.
It is agreed that about 60% of business plans do not survive to the first
impression they give. Some seem so luxurious that one can't help but think
that the company has already started throwing money out the window before
it has achieved its first cent of turnover. Others are so thick that no one dares
to read them, especially when they don't offer an executive summary. Some
are so poorly presented, photocopied or bound that they leave doubts about
the ability of the future entrepreneur to achieve something good. Not to
mention projects that are explained in technical or scientific terms so specialized that their understanding is not within reach of the normally constituted investor. In all these cases, the potential investor may have put the
project aside before even knowing if the proposed deal was economically
attractive.
After analysis, a second set of about 25% of the projects is rejected by investors, because they had the impression that the potential of the case was
reduced or even totally zero. In the early 2000s, many business plans relating
to new websites or e-commerce briefly described a supposedly brilliant idea,
then spread out at length about all the benefits of the web and the tremendous growth of some of the companies that operate there, to finish by highlighting a need for financing of a few million. The reader, on the other hand,
had absolutely no idea how these companies planned to make money. If he
does not have time to dig into more detail himself, he certainly rejects such
a project. This will also be the case when the project demonstrates an obvious weakness, such as the guarantee of good management, sales forecasts
totally disconnected from the reality of the market, or other inconsistencies
in its content. If the investor also fails to clearly understand what the return
on investment will be, the project will also be quickly discarded.
Although at this stage, about 85% of the business plans will have been rejected, the slaughter is not yet over. If the project is well described and the
figures clearly indicated, they must also present a sufficiently attractive return for the investor. It is also necessary that the funds invested are devoted
to the development of the company and not to the repayment of the seed
money of the entrepreneur. This is where a new 10% of projects ends up in
the scrap!
Finally, of the 5% of surviving projects, less than half will see a stepping in
from the investor. Indeed, the conditions set by the entrepreneur during the
negotiation or the length of the talks are sometimes prohibitive. An investor
who puts 90% of the funds usually expects to get more than 10% of the
votes, for example. One must not forget that he is willing to take risks, but
that he asks to have a minimum of control over the situation and a minimum
of remuneration for his risks. If the business plan reconciles these interests,
On tracks for a good business plan – Handbook for entrepreneurs
September 2022
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it will have chances of being in the 2% that will be favourably sanctioned by
a venture capitalist.

8 reasons to derail everything!
Business planning and spreadsheets should not neglect the need for human
qualities for success. And common sense is essential for the development of
a coherent business plan that will have the chance to translate into the reality
of the facts. This can be demonstrated by bad examples, all of which come
from practice. The errors usually relate to basics of the business plan, which
should have emerged clearly from a detailed review. Unfortunately, in at
least some of the following examples, they had not been identified as such
and therefore escaped the attention of the authors of the business plan. The
basic assumption was sunk in others, and its inconsistency did not necessarily
appear to the reader's insight. In other cases, since the assumption was not
explicit, it had not been compared with other elements of the market which
would have quickly highlighted its discrepancy with reality. Finally, there are
also cases where reality should have been obvious, but obviously everything
was done not to see it.
1. Consider that the increase in production capacity will automatically lead
to a symmetrical increase in turnover: This is for example the case of this
bottling plant which thought that by multiplying its hourly capacities, it would
also multiply its turnover. Same issue for this operator of a transport facility,
who thought that by doubling the size of his vehicles, he would double his
attendance. In both cases, if they had been explicit, these assumptions could
have quickly been confronted with the reality of a market that was not so
easily extensible!

Laurent Vanat

2. Launch of a product whose technical design does not reach the performance on which the business plan is just based: This was the case of a
household appliance whose business plan was based entirely on new attributes. Once manufactured, the machine did not have these characteristics! It
thus became totally uninteresting, in the banality of the competitors.
3. Underestimating the real potential of the market by deluding oneself: A
project that was supposed to be profitable on the basis of expressions of
interest turned out to generate much fewer actual sales: the company had
forgotten the fact that not all intentions necessarily materialize in orders. In
another case, the promoter had estimated its market potential by considering
it as a whole, whereas it was very clearly addressing only a very limited
segment.
4. Miscalculations: If spreadsheets are of great help in the preparation of the
business plan, they can contain pitfalls: false formulas, updating of data not
passed on to the end, when it is simply not a forgotten element, such as the
variation in working capital requirement that can be generated by an increase
in turnover!

- 12 -
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5. Rely on a schedule that is too tight: This often happens when it comes to
launching a new product: a lot of time can go between the idea and the
commercialization. Long delays can occur, especially to develop the prototype, industrialize it, build a distribution network, or find the necessary financing. As the saying goes, time is money, and if some provisions have not
been provided for this purpose in budgets, a beautiful product idea may
never be on the shelves.
6. Wrong marketing reflexion: One targets one segment, but one actually
bases on the characteristics and potentials of another. This mistake often
happens when trying to make a male version of a feminine product, or vice
versa, by simply transposing consumption habits.
7. Ignore the absence of a business model: To operate in an economic logic,
a product or service must be able to generate revenue directly or indirectly.
There must therefore be a sufficient number of potential customers willing
to pay for, one way or another. It is not enough to put in your business plan
a potential turnover. The latter must really result from the confrontation of
supply with demand, i.e. the willingness of potential customers (to be identified) to pay a price (to be determined) for the given product or service.
8. Betting on a bad horse in terms of management: last and worst mistake
of this inventory! Indeed, it is always said that it is better to have a bad
product with good management than a good product with bad management!
I have met entrepreneurs-to-be who valiantly presented the business plan of
the business they wanted to run, without realizing that they were just the
reason why this business would not be as successful as expected!
It is therefore important to devote sustained attention to a few commonsense rules when embarking on the preparation of your business plan:
•
•
•
•
•

Make sure you are in good faith towards yourself and others;
Check the coherence of the whole, both at the level of the supporting
arguments and the computations;
Break down all reasoning into elementary particles that can each be
individually checked;
Quickly confront your project with critical interlocutors;
Be sure to have the required resources in terms of management.

Make sure you have the right organization
The implementation of a business plan must be able to rely on an efficient
organization that will translate its strategic aspirations into the company's
practice. In addition, performance indicators should allow close monitoring
of developments.
If necessary, an preliminary organizational review can ensure that the company has all the assets to succeed.
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The added value of a consultant
While of course all the strategic thinking is the primary responsibility of the
company's general management, the support of an external partner makes
it possible to ensure the proper application of a well-established methodology
and to check the basis of the options taken. The consultant can ask the
necessary questions for the validation of the choices and bring an external
look at the company's achievements. The latter can then be assured of having a complete and comprehensible reference document for its stakeholders.
The support of a consultant can include the following:
•
•
•

Coaching of the company's management for the preparation of the
business plan (assistance most frequently provided);
Assistance in modelling and information research (additional support
offered if the company encounters difficulties in producing its business
plan);
Complete drafting (possibly, in exceptional cases and within a clearly
defined responsibility framework).

Start-up: what companies do right and what companies do wrong
Starting a new business is not in itself a guarantee of success. It is still necessary to know
how to start on a good basis. Observation of practice allows lessons to be learned from
successes and failures.
The idea usually starts from a product or a service. There is already here a first pitfall:
focusing too much on the technical improvement of the product or service, forgetting that
the market may have other expectations than sophistication. A company is not a research
centre and the technician who wants to start his own business must realize that what
matters is to be able to quickly generate revenue. This is the ultimate goal pursued primarily
by any profitable company. Do not focus all your energy on the product while forgetting
the market and the imperatives of marketing. Companies that know how to quickly achieve
a balance in their team between technicians, managers and salespeople will be on the safe
side.

Laurent Vanat

In the presentation of their project, some like to highlight that there is no competitor to
their product or service. Such a situation, rather than being an advantage, can also be
worrisome for a wise investor. It can be a symptom that the market is not interesting, or
even non-existent. One also sees an aspiration to hastily conquer the entire planet. Sure,
when the business plan based on the local market fails to demonstrate profitability, the
temptation is great to immediately include an international expansion that easily makes it
possible to increase (on paper) the turnover tenfold. However, it is necessary to ensure
that the local potential is reproducible abroad and that one is not on an isolated niche.
Strategy should not only be applied to business expansion, but also to the financing of the
company. Once its mode is chosen, it should be integrated into the plans, in order to also
give a glimpse of the exit possibilities of the funder. If phased funding is foreseen, it is
necessary to define precisely what goals are to be achieved before moving on to the next
phase. If it can be demonstrated that these steps have been achieved, it will be easier to
obtain further funding.
Finally, audacity is also the driving force behind many start-ups. It takes a dose of audacity
to dare to get started and brave the difficulties, but also to place yourself on the market
and find the support of influential people who can be the moral sponsors of the project.

- 14 -
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A gloomy economic situation sometimes offers start-up opportunities. Yet they also drive
more vulnerability. Rather than facing a crisis that risks seeing its days shortened, a new
company must be doubly vigilant.
A company in the start-up phase generally does not get at once a business that gives it a
certain serenity, a basic clientele coming year after year. It has little or no reserves; often
the seed funding was estimated as accurately as possible, taking into account the initially
expected launch time. A delay in product development, marketing or customer acceptance
can easily turn into a disaster. All the eggs are often in the same basket and the retreat to
other products, services or markets is often beyond the means of a start-up company taken
by surprise. The time spent searching for funds is wasted for product development or marketing, resulting in a delay in revenue that creates a new need to seek funds: the vicious
circle. Finally, entrepreneurs' lack of experience also makes them more vulnerable to crises
and, often, their ambition to succeed at all costs throws them into the abyss. It is better to
acknowledge at some point the failure and stop before the damage is too great.
It is therefore necessary to be aware of one’s points of vulnerability to better protect oneself
from them. Then, preventive measures must be adopted, most of which are simple and
use common sense. Generally speaking, and this concerns any company, the accounts must
be up to date and a reporting system must be in place: both revenues and expenses must
be closely monitored. If specific risk areas are identified, it is better to have an ad hoc audit
carried out quickly. Management should get used to doing the exercise of worst-case scenarios so as not to be caught off guard if necessary. In addition, the company should ensure
basic security measures both in its procedures (e.g., double signature of cheques ...) and
in its infrastructure (firefighting ...).
In the specific case of a start-up company, additional measures, responding to its particular
vulnerability, are necessary (even if they can also usefully benefit well-established companies). First of all, the start-up company must be based on a realistic business plan. Excesses
of optimism will soon prove devastating in reality. This initial analysis must properly measure the market potential, the possible penetration rate and the growth of sales. The data
used for forecasts should be reasonably pessimistic to reduce the risk of not meeting the
targets. The start-up company must also have non-financial benchmarks for its entire activity. These indicators, such as the number of bids submitted, production time and others,
will make it possible to detect risks well before they are reflected into the accounts. The
reaction can therefore be much faster. In terms of finances, the cash flow of a start-up
company must be monitored extremely closely. Finally, no effort should be spared to keep
the schedule initially planned in the start of the company. This is especially crucial in the
time of product development and marketing. How many overly perfectionist entrepreneurs
have not been overtaken by the competition? To use the expression, the pump must be
primed as soon as possible.

Business plan and crisis management
On the one hand, the business plan is associated with the idea of in-depth
reflection on the purpose of the company: strategic planning accomplished
forecasts and projected financial statements demonstrating a bright future.
On the other hand, crisis management inspires more of a post-accident vision, or the consequences of a poorly targeted business plan.
It is true that in some cases of crisis management, one can engage in the
exercise of comparing the attractive results expected in the business plan
and the extent of the damage caused by its implementation. This will measure the error level of the forecasts. However, this is not a reason to deny the
usefulness of a realistic business plan in these circumstances. In fact,
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whatever the background, consequence or not of a bad business plan, a
company in a crisis situation faces a painful reality: things are going wrong.
Very bad even, because it is often in a last-minute attempt that companies
in difficulty require an external crisis manager, unfortunately sometimes
much too late.

Act fast
The state of emergency puts a lot of pressure on the intervention of a crisis
manager. The turnaround manager must intervene quickly on two aspects:
on the one hand he needs to plug the gaps, cut the dead branches, reduce
immediately the excess of expenses and other cash drains; on the other
hand, he needs to support the company's efficient activities, which alone are
able to ensure hope for recovery. The drastic cuts in expenses can remain
ineffective if all efforts are not made to maintain and develop the products.
It is in these critical situations where it is so important to act quickly and
well, to focus right, that strategic questions must be asked.
Due to the circumstances and the short time available for a thorough reflection, it is impossible to review all the details. Nevertheless, the strategic analysis to be undertaken by the turnaround manager, between two fires extinctions, will be based on the basic idea of the business plan: where do we want
to go with the company?

Where to go and how?

Laurent Vanat

Reflecting on the purpose of the company and translating this reflection into
an action plan in terms of market, products/services, personnel and management, industrial and control infrastructure and funding stems from the fundamental approach of the business plan.
This step is essential and must be completed without delay by the turnaround
manager. Indeed, it will enable the identification of the company's products
and services to be supported, the markets to be maintained, the efficient
production and R&D units to be stimulated, the competent employees, the
essential budgets. It will also make it possible to isolate dead branches, identify end-of-life products and markets that are losing momentum, obsolete
equipment, expenses and budgets to be reduced. Finally, it will serve as a
basis for selecting the staff to be preserved and for possibly making inevitable and painful redundancy decisions.
The analysis according to the key criteria of the business plan will also make
it possible, first of all, to make a diagnosis as to the viability of the company.
Indeed, it is considered that if it is totally deficient on one of the above topics,
its chances of survival are seriously endangered. Rather than fighting for a
lost cause, one will then choose among the disinvestment options offered to
the company.
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Turnaround management is often the art of managing priorities. In a distressed company, there are often a thousand things to do among which, only
twenty will really save the company. The turnaround manager, especially at
the beginning of his mission, must constantly choose to ignore fifty problems
to deal with only one, fundamental. But its choice must be well grounded.
Practically, it would be advisable for any turnaround manager, while plugging
the gaps in the boat, to quickly find time to envision the future, even if the
ship continues to be flooded with water. This time of two or three days will
be used to take the necessary step back for the reflection that is the basis of
any business plan.

Competence and sensitivity
A few days of reflection will probably not make it possible to make a stateof-the-art business plan with balance sheets forecast over five years, or even
worse, with the exact cost price of the products or services. The turnaround
manager will indeed lack many basic metrics: a crisis situation often results
from gaps in the control of the company's internal and external information.
In this respect, he will have to show a lot of common sense and feeling. His
ability to quickly assimilate complex problems, his intuition and his overall
perception of the company will be put to test. At the end of this short period
of reflection and analysis, the information will certainly not be comprehensive
but should allow the turnaround manager to establish priorities and make
strategic choices for the company’s survival. It will formalise its brief review
in a report which will not, at this stage, be a business plan.

Towards rebirth
After a few months of implementation of the new strategy, an initial check
of the relevance of the initial estimates can be made and, on this basis, the
initial plans can be fine-tuned. By that time, all the gaps will have been
plugged and some measures will already bear their first fruits. If, during the
initial reflection, the turnaround manager has to rely mostly on himself, he
will be able, at this stage, to rely on the company's employees who have
proven themselves and involve them in the strategic reflection. The basic
elements of the reflection of the initial summary analysis will be reviewed
together and a first draft of a business plan will then be prepared.
Some six months later, it will be reviewed again in the light of the results
obtained. The options taken and the necessary corrections and/or additional
measures will be verified. The budgetary projections will be refined and forecast balance sheets will then be presented, supported by proper information
on market potential and strengths of the products or services of the company... This will be the first real business plan, after about a year of gestation.
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The business plan will then be periodically reviewed. This will be the role of
the new management of the company and the bodies set up to control the
sanitation process after the departure of the turnaround manager. This business plan will be, in a way, his testamentary dispositions.
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Some fundamental landmarks
Approach your market serenely
A good product or service is not in itself enough to ensure success. It is also
necessary to ensure that there is a market and to know how to properly
measure it.
It is essential that the company knows on what ground it is or will be: what
are its potential customers, what are their habits, in what context they
evolve, who are the competitors and their policy. Market research involves
defining the profile of buyers and their detailed knowledge. Not all clients
have the same needs; their requirements may change. Often, to identify the
specific needs of customers, it will be necessary to split the market into various niches, called in technical terms segments. Everyone has differentiated
needs. Thus, separate trade policies may be necessary.
Taking the imaginary example of the launch of a consumer product, such as
a new instant coffee with the particular characteristic of being in the form of
concentrated liquid, various categories of buyers may be concerned: among
others households, communities, but also catering companies. Industrial applications of the product could also be found. The company considering
launching this concentrated liquid coffee would then have to choose which
of these segments it wants to tackle, and then gain a careful knowledge of
them. The specific needs of the target markets and their environment will
have to be studied. In case the company wants to focus on the household
sector, it will then be essential to carefully examine the competition and its
characteristics, in order to know how to differentiate. In the case of another
imaginary example, a package of webminaries and didactic material on the
topic how to improve the efficiency of working meetings and committees,
potential interested parties seem obvious. This set concerns companies of a
certain size where continuing training is practised. But a more in-depth analysis of the market will also make it possible to detect many other potential
customers: public administrations, vocational schools and commercial
courses, small businesses becoming aware of the possible contribution of the
package. The list can also be extended to the many non-profit organizations,
associations and others, a large part of whose management activity often
consists of committees. The latter type of client is undoubtedly a little exploited market niche, with most of the competition generally concentrated
on professional managers. On the other hand, the approach of this market
will require a particular approach strategy. This is the typical case of a secondary market, which can nevertheless prove to be buoyant.
It is also important to pay attention to the temptations that await the company in search of market opportunities. On the one hand, wanting to treat
all segments in the same way. With some exceptions in very specific cases,
this approach will dissipate important resources for few results. On the other
hand, thinking that what is done in one place is necessarily reproducible
elsewhere. The same segment of the French market may react quite
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differently from its counterpart in the Swiss market. Again, analysis must
precede action.

Marketing also concerns SMEs
Marketing is not about big budgets; marketing is a state of mind. It's not about doing
gigantic advertising campaigns, but rather about being constantly ready to question yourself from a customer-oriented perspective.
Marketing is not limited only to what could be grouped under the commercial aspect, but
it must be generalized to the whole company. Its goal is to provide fundamental answers
to the aspirations of the company, to develop and cultivate a philosophy of approach to
problems that starts from the roots; the needs of the market to which the company wants
to respond.
It's not about being with a product or service in your hands and wondering what you're
going to do with it. The marketing process begins at the very origin of the design of each
service or product of the company.
Marketing wants to satisfy customers by bringing to market goods and services that meet
their needs. This research is based on clearly defined elements and not on empiricism.
They will not only affect the commercial aspect, but all aspects integrated into the design
of a product or service.
The satisfied customer must be the goal pursued by any company or organization; no one
cuts it, not even some public institutions that have understood it.
Even an SME is concerned. Marketing concepts apply to it without exception. So how to
integrate them?
The company will first have to seek to know its market, not only on the basis of its past
experience, but on the basis of a systematic approach that is open to markets or sectors
that it has not yet reached. The company will then be able to take the option of covering
this entire market or only parts. This decision may be decisive for the future.
It will then be necessary to seek to define precisely, on the basis of accurate data and not
empirical feelings, the needs of these various market segments, their trends and developments. It will be possible to check the suitability of all products or services to the current
and future market. Depending on specific needs, new concepts may be defined.
In order to work on the future, research and development will have to be seriously considered. They will have to be efficient and able to produce innovation. They will be indispensable to the application of marketing for the search for novelty.
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Once products and services are clearly defined, the question of their price should be carefully considered. Studies can be done to determine its acceptance by customers. Similarly,
it will have to take into account competition or other products that can be treated comparatively.
At the distribution level, customer buying habits must be taken into account, without becoming a rigid limit. The SME will take care to take advantage of the various types of
existing networks that will allow it to reach different types of customers. Innovating in
terms of distribution can also be promising. In any case, the company must ask itself the
question where should my products or services be for customers to buy them.
To gain customers’ knowledge, the SME will finally ask itself the question how best to send
them the information relating to my products? Depending on its orientation towards general
public or specialized clientele, it will opt for the media which will guarantee the best audience without dissipating its efforts. Being creative from a promotion point of view pays off,
to find original ways to reach the customer, which will set the company apart.
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•

The market: who buys?

•

Products or services: what? what do potential buyers want?
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•

Prices: how much are customers willing to pay?

•

Distribution: where are the buyers and how to reach them?

•

Promotion: how to reach potential customers?

Connecting forecasts to reality
Writing a business plan is an exercise that requires a certain amount of imagination and creativity. Nothing should initially prevent an entrepreneur
from being bold when working on the draft of his business plan. Working on
ambitious goals is even commendable, as long as they remain within the
realm of possible. And this is often the fire-test of the business plan forecasts:
their connection to reality. At this stage, common sense and realism are essential. One cannot dream of becoming a world leader from scratch and
without being able to draft any semblance of a road to get there. And yet!
How many brilliant inventors build their business plan on the premise that
their product will conquer the world and that when they will have 20% market share in 15 countries, their company will bring in millions and be worth
a fortune! Let’s see. If in reality it takes 5 or 10 years, during which the
company will sink into abysmal deficits, there is a good chance that the adventure will end prematurely with bankruptcy. Often, it seems entrepreneurs
do not know how to prime the pump. They do not have a clue about the first
market to enter and how to proceed. They even do not know if the product
will be accepted by the market on a massive scale. Does it even have at least
the characteristics expected by the mass of users?
The problem is less scathing for already existing companies that usually don't
combine the unknowns of a new product in a new market. But here too, if
the sales of the product or service concerned have experienced an annual
increase of 10%, how to explain that suddenly, in the business plan, they
soar by 25% per year in the future. Of course, this will allow, as by miracle,
to easily amortize the millions of investments that are required to renew or
develop the production tool. If these examples are perhaps a little caricatured, they are nevertheless representative of many business plans.

New company / new project:
•

•

To define the market, look for markets that already exist, or are similar
to those for your new product/service. If the latter can replace an existing
product / service, then you can base on the original market, and study
how the novelty will allow it to be developed. But it will be necessary to
be realistic and to consider whether the attributes of novelty do not also
limit to certain segments of the market. The same is valid if the new
product/service complements an existing product/service.
Once the market has been identified, it can be difficult to quantify, not
least because there are no ready-made statistics. In this case, nothing
prevents you from producing them yourself, in complete transparency,
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•

•

•

•

•

based on assumptions that can be applied to already quantified data. For
example, a penetration rate assumption applied to a target population.
To be credible, the assumption will have to be supported by concrete
evidences, and if possible, a benchmark with a similar product / service,
which will validate the order of magnitude.
Carefully check that the attributes of your new product / service allow it
to claim for the totality of the target market. If the fifth version of the
product is required to finally cover the entire target market, the total
market potential should not be taken into the first years. Initial viability
with a smaller market should be demonstrated.
Also carefully check that the speed of market penetration is realistic. If
your national market is not sufficient to prime the pump and you need to
conquer 5 other countries before reaching break-even, check that you
will have the means to finance both the necessary commercial approach
and the operation of the company during the time that will be required
to achieve this objective. If you do not have the assurance that both
conditions are met, you risk of running short of cash before reaching
profitability. A locally limited and globally dispersed market requires more
commercial efforts if it is not supported by a unique offer with a rapidly
recognized universal reputation.
Also make sure that your product/service can be an interesting business
case for your customers. If your selling price or the operating costs of
your product are too high to allow its buyer to integrate it into a profitable
business case for himself, your chances of success are greatly compromised.
Don't be blinded by the projections you may have made. Consider with a
lot of common sense the perspectives, to make sure you do not mislead
yourself with your enthusiasm as a creator. Do not hesitate to ask for
external opinions and let your convictions be questioned.
It must be admitted that the quantification of the market can be the most
laborious element of the construction of a business plan. But if you don't
want to devote the necessary time to it, you have to assume the risk of
being seriously mistaken about the commercial potential of your project.

Existing company / project:

Laurent Vanat

•

•

Above all, make sure you are consistent with your history. Sales volumes
and turnover must be part of a continuity. Any break in future progress
is suspicious and should be strongly supported. It is not enough to double
production capacity to double sales; it is still necessary that the
salesforce, the distribution and the administration are able to follow. And
of course, the market should be demanding. A tourist operator had doubled the capacity of its cable car. But its demand never doubled, as demand was insufficient. And yet the business plan was based on a doubling
of turnover ...
Benchmark future sales volumes against past sales. No one will be able
to judge the relevance of your previsions without it. Provided of course
to know its historical volumes. Bad example: A sports equipment manufacturer was working on his business plan while totally ignoring the quantities he had historically sold ...
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•

•

Growth assumptions must be plausible and consistent with the production
tool. It must be ensured that if certain threshold is reached, there will not
be the risk of unforeseen bottlenecks. There's nothing worse than running
a marketing campaign, getting the orders and being unable to deliver.
The Excel tables are fantastic: Making a nice assumption of 5% annual
sales growth and 2% cost reduction per year makes it possible to transform within 5 years a break-even result into a profit of 24% of turnover.
And yet, few companies can do this! It is necessary to remain very realistic about the growth of sales and very reasonable about the potential
for reducing costs. Again, a lot of common sense is required.

Find your market information – some examples
Below are some relatively detailed examples of market information from
cases in different industries. They provide a clearer example of the kind of
data that is useful in support of the business plan and the sources that can
be used from case to case. Sometimes you have to be a little imaginative!

Case-type

Basic information

Objective

Sources

Development of
a bakery chain
in Frenchspeaking Switzerland

Evolution of bread consumption in Switzerland
over the last 5 or 10
years

Get general trends in
demand

Evolution of the market
share of the main players
over the last 5 or 10
years

Understand how suppliers behave

Statistics and
industry publications,
professional
association,
professional
chamber

Volume of the different
categories on the total
market (bread, pastry,
catering, pastries ...)

Draft an idea of the
weight of each segment

Distribution of total turnover between the various
players in out-of-home
catering

Identify the most important outlets, excluding household consumption

Consumption by market
segment

Identify retail and restaurant volumes and
shares of fresh/frozen/prepared products

Consumption by region

Know the monthly
household expenses allocated to fish food in
order to build up assumptions

Details of imports of fish
fillets

Estimate the size of the
target segment to find
out if the market size is

Import of
salmon packaged with a
new process in
Switzerland
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Customs statistics, consumer studies
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Case-type

Basic information

Objective

Sources

sufficient to justify setting up a company in
Switzerland

Construction
and marketing
of pool roofs in
Switzerland and
Europe

Market for a
hammam in Geneva

Origin of imports

Better understand the
main players and flows
in the supply market

Manufacturers' names
and addresses

Identify the number of
actors on the market
and their location

Number of swimming
pools in the world and in
Europe; existing inventory and annual building

Obtain a rough estimate of the size of the
market

Statistics on single-family
homes in Geneva and
Switzerland

Apply theses on the development of swimming pools to estimate
the potential market in
Switzerland

Estimates of the annual
construction of swimming
pools in France

Estimating export potential

List of existing facilities
offering a spa

Identify the current
supply situation

Attendance and prices
charged by a list of wellness in the region

Estimate the potential
attendance in a wellness and the current
pricing

Inventory of facilities offered within a wellness
and their specifications

Identify design success
criteria

Internet
searches,
property registrar consultation and
building permit service,
counting on
aerial photography,
construction
statistics,
professional
press

Internet directories and
searches,
telephone
surveys, onsite visits

Laurent Vanat

The delicate art of turnover forecasting
The easiest way to prepare your revenue budget for the next few years is to
take the data from the previous year and multiply it by a growth factor. The
simplest, however, is not the best.
With this method, thanks to spreadsheets, nothing is easier than to tie up
your budget in a few minutes. Then, to achieve the goal, you may plan some
marketing actions and a good dose of hope. A year later, however, you may
have to state that the reality does not meet expectations, because the marketing actions did not have the expected impact on turnover. The classic case
is the increase in the volume of sales by means of promotional actions on
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prices, which ultimately results in a stagnation or even a decrease in turnover.
A more in-depth approach is therefore greatly justified as far as forecasting
and defining marketing strategies are concerned. From the outset, appropriate review must focus on quantities on the one hand and prices on the other.
It can further be distinguished by type of products/services or by market
segments. Whether you are a hotelier or a car salesman, you should be
aware that your turnover depends on the combination of two factors: for the
first, it is the number of rooms occupied (from which the occupancy rate
derives) and the average room rate. For the second, it is the number of
vehicles sold and their prices that are decisive. The distinction of these two
elements will thus make it possible to identify the respective marketing actions much more clearly and to anticipate their impact at the level of revenue
forecasts.
At the volume level, traditional actions focus on the development of new
markets, in geographical terms or in terms of users, increasing penetration
through advertising support, positioning in market segments where volumes
are higher by means of actions on the image of the product. It is also possible
to expand the existing offer, especially by introducing new products, variants
of the existing product or additional services. One can also consider alliances
or collaborate with partners that will increase the quantities sold, by integrating the product or service into their offer.
As for the price, in addition to unilateral variations, it can be varied by relying
on a change in the positioning of the product (going up or down market)
resulting either from a change in its characteristics, or simply from actions
on the image. With the same product or service at the base, more added
value can be given, which can also justify a price increase. You can also move
to other markets willing to pay more.
These suggestions are not exhaustive, but demonstrate that actions of various kinds can be combined to ensure the maximum impact on turnover. By
separating price and volume, their effect can thus be estimated more precisely.

Management measurement
Management is not a fluid that circulates through the company. It is materialized by the skills of the management team. In terms of management, a
company will be no more and no less than what its leaders are. The importance of management cannot therefore be sufficiently emphasized.
A few common sentences illustrate this quite well:
•

Better a bad product with a good management than a good product
with a bad management;
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•
•

The 3 most important elements of a project: management, management and management;
What makes the difference between a well-functioning company and
a poorly functioning one? The management.

Both at the beginning, when the company is only at the project stage, described by a business plan, and at the end of the race, when a company
disappears, one can stress the paramount importance of management. The
investor in a start-up will condition his financing decision on the existence of
a credible management. It will avoid projects where management weaknesses can be diagnosed from the outset, even if the other concepts are
good. At the opposing phase of the life cycle, in case of bankruptcies, management shortcomings are also the most frequent cause of failure.
So how to ensure beforehand that a company has the right management?
How to measure it? A very interesting study was carried out by C. Demen
Meier and J.-L. Sottas on the theme of the link between the life span of a
start-up and its business plan. On the one hand, it highlighted the quality of
the management team as the essential non-financial factor for the success
of a start-up. It also tried to identify the components making the quality of
the management team and define a way to evaluate them. Two elements
stood out: the complementarity of skills and the mix of cultures within the
management team. Implicitly it would therefore be necessary to have several
people at the head of the company, as it involves a team. The latter should
include complementary and different elements of training and skills, as well
as be composed of people of different nationalities, languages and cultures.
The elements identified in this study therefore make it easy to measure
whether the company has a management team capable of ensuring its success or whether it needs to be strengthened. In small companies, which cannot afford to have a management team, it is the board of directors that
should be the counterweight to management. It is therefore important that
this body is not composed exclusively of persons internal to the company,
but that it brings together different backgrounds.

Laurent Vanat

Management: the lessons of comics
Human behaviours can be analysed using academic theories. However, with the help of
their pencil and a few bubbles, comic authors have also managed to describe in a very
relevant way some realities of management.

Largo Winch illustrates with excellence the shareholder who does not hesitate to delegate

to others what they know better than him. He prefers to focus on his personal affinities,
namely special missions, leaving management and administration to others. This attitude
is not common, however, as many in such a case would consider it necessary to involve
themselves in everything.

Gaston is the very type of character without whom the company is nothing, but whose

presence compromises his survival at every moment. How many brilliant inventors have
themselves been the cause of their company’s difficulties? If all their ideas were necessary
at the beginning, they were not enough to ensure long term sustainability. Sales and management capabilities become increasingly important as the business grows.
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In Tramp, the baseness of the cornered manager is very well described by the character
of De Trichère. For him, others no longer have any value; they are just good to be handled,
used without consideration. What matters to him is to save his own. He makes desperate
efforts to save a situation; all means are good and ethics is forgotten. However, the
schemes will eventually surface, the situation evolving from bad to worse.
The most complete analysis seems to have been made in Asterix by Goscinny and Uderzo,
as Yves Enrègle developed: we find the ingredients of a winning team. Obelix derives its
power from its capacity for action. It is expertise, competence, technical know-how, experience and energy. His capacity for action makes everyone want to do as he does. That is
its strength. Its weakness is inertia: action for action's sake while forgetting the finality.
Asterix derives its power from its ability to analyse the environment, set goals and guide
others. He knows better than others what to do, even if he does not know how to do it
himself. To ensure a good symbiosis between the two, a third type of manager is necessary:
it is Abraracourcix, the organizer. It coordinates, organizes, plans, implements decisionmaking procedures, structures and systems. To be effective, it needs the acceptance of the
two others. The combination of these three types of authority is sometimes shaky. In these
cases, a fourth form of power comes to save the Gallic village, in the person of the druid
Panoramix. As his name suggests, he is who has the panoramic vision of the situation and
he knows how to gather a group around him. It is the mobilizer, who is able to infuse
others with exceptional energy. The mobilizer is a charismatic person who, by the simple
fact of being what he is, manages to weld in a block of impressive cohesion the most
conflictual, the most divided groups.

The value of leaders reflects their own values
A manager's personal values transpire in the way he manages business. The
regulatory arsenal currently mobilized in the context of corporate governance
should not make us forget this. The ethics of directors and officers become
a major asset for third parties - a safe bet.
We are going through a time when corporate governance has become very
popular. Under this cover are formalized rules of good conduct for legal persons. This renewed interest in business ethics is essentially driven by a series
of recent scandals and shipwrecks of large companies. They have served as
revellers to highlight weaknesses in the functioning of multinationals and
listed groups, as well as in that of smaller companies which are nevertheless
accountable to their partners. This awareness is undoubtedly salutary and it
is to be hoped that it will prevent the recurrence of disasters such as those
that served as triggers. The mechanisms advocated by corporate governance
should prevent an individual or a small group from appropriating all control
and power over a company.
Indeed, it must be noted that many of the recent cases that have motivated
the development of this range of regulations are due to the actions of a
limited number of individuals. Corporate codes of conduct and other tools
are essentially intended to address personal behaviour that can jeopardize
the sustainability of a company. Faced with this observation, the personal
values of a leader take on paramount importance. Competence, energy and
integrity are the main characteristics that distinguish leaders who go out of
the ordinary. Integrity would seem today the rarest quality. It is a characteristic of the personality that is not acquired through studies. Integrity is about
having and living well-conscious values. An honest manager knows where
the limits are.
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A survey of senior managers revealed that the real success of a manager is
linked in particular to certain values and precise rules of the game. Authentically effective managers have honest and exemplary personalities and know
how to surround themselves with people who are different from them. They
are able to build a great team, with elements that are often superior to them.
In this way, they show humility. In an environment full of tensions, they
know how to keep their inner calm. A person of integrity is not devoured by
a devastating ambition. Knowing the limits, he is also aware of his own.
Based on values, he does not privilege a single one to the detriment of others. He puts the concern for the person before that of power or money.
Balanced in his concepts, he also knows how to decide, when it is necessary.
In view of some recent experiences, it is better to measure a business leader
by his values rather than his ambitions.
Both the content of the business plan and the conduct in the negotiations
that surround it must put the interlocutors in confidence on the value of the
leaders who will be called upon to implement it.

Financing
Financing can become an area where the non-acquainted people quickly get
lost, on the one hand because of the jargon used, and on the other hand
because of the complex technical computation that certain approaches may
involve. If it is not necessarily possible to make beginner-friendly certain financial calculation processes, one can at least try to present the basics in a
simple language.
The annual balance sheet of a company already gives a first overview of its
financing, from which we can determine the following metrics:
•
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•
•

the working capital requirements, i.e., the funds that are necessary for the company to finance its operating cycle (debtors, inventory, work in progress, etc.), taking into account the credit it
manages to obtain from its suppliers;
the working capital available, i.e., the funds that are theoretically freely available to the company to finance its operating cycle,
i.e., equity and long-term loans, net of fixed assets;
cash available, that is to say the difference between these two
values: what one would need and what one actually has.

Cash available, as by the way the two latter, not only depend on the financial
health of the company but also of its field of activity. Depending on the industry, these values can be either positive or negative. In mass distribution,
for example, it is normal to have excess liquidity: customers pay cash but
purchases from suppliers are made on credit. In the machine industry, on
the other hand, it is rare for the company to manage to have all its inventory
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and work in progress financed by its suppliers. In the latter case, it will have
to rely on short-term borrowing.
The evolution of the company can be analysed by considering the variation
of these values over several years. The annual comparison of balance sheets
also makes it possible to draw up another set of indicators: the sources and
application of funds1. They answer the question: What produced cash flow

and what consumed cash flow?

However, the balance sheet presents a static situation that insufficiently reflects the activity of a company. It is measured above all by turnover, annual
result, and especially by the cash flow produced. The latter exists under different meanings: gross or after deduction of interest, based on actual cash
inflows and outflows or still incorporating investments. Used for forecasting
purposes, the goal of its review is to find out exactly what will remain in the
cash drawer at the end of the year.
If one wants to capture all the financial movements that affect the company,
the cash flow analysis must be combined with that of the sources and uses
of funds. One can then obtain an overview of the financing of the company
that can be refined at will.

Benchmarks for appropriate financing
•

Balance long-term investment with long-term financing

•

Differentiate the net accounting result with the net cash flow

•

Measure the cash impact of accounting operations

•

Keep a view to future financial requirements for renewal investments

•

Forecast on-time liquidity disruptions and the necessary alternative financing

•

Limit debt at the level of the repayment capacity offered by cash flow

•

Anticipate the impact of the evolution of turnover on net cash flow

The value of a company
When one is the buyer of a business, one often feels like paying more for it
than its real value. When one is the seller, one tends to find that the price
received is too low. The law of supply and demand applies in principle in a
market of perfect competition where certain specific conditions are met. This
may be the case for stock markets. They usually fulfil these conditions for
setting the price for the shares of listed companies. But how to value a company that is not listed, or how to check that the price accurately reflects the
value of a company?

1

Also denominated sources and uses of funds.
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There are various methods used to set the value of a company. None of
them, however, can be considered as an exact science and the valuations
produce as many values as there are methods. Following three are among
the most common ones:
•

Substantial value (or intrinsic value), which focus on wealth and assets:
it considers the real value of everything the company owns, minus
debts of all kinds. This is in fact the value of the equity that has been
invested taking into account the profits and losses that have been accumulated in the company.

•

The return value (or capitalised income value) is based on the results
that the company is able to generate. The average profit of the company is equated with the capital that would have to be invested at a
given rate to obtain a perpetual annuity of the same amount.

•

A third approach, more sophisticated, called DCF (for discounted cash
flow), takes into account the future capacity of the company to produce
cash to remunerate its financing, regardless of its nature.

What these latter two methods have in common is that they measure the
value of the company based on its performance. Modern approaches tend to
favour them, as one can question what is the true value of a company unable
to achieve positive results.
They highlight that the objective of the entrepreneur who wants to maximize
the value of his company must be to ensure its profitability in the short,
medium and long term and not to increase its wealth at all costs. This is
actually the primary goal of running a for-profit business: to add value to
your business.
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Benchmarks to add value to your business
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•

Have a long-term strategy, concretely described in a business plan

•

Generate sufficient cash flow to invest, remunerate its financing and pay dividends

•

Ensure continuity of revenue and margins

•

Maintain your production tool at an optimal level

•

Know how to surround yourself with competent employees

•

Closely monitor the evolution of key management metrics
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Methodology
A simple and pragmatic approach
5 review areas
Using the methodology presented below, the project or company can be analysed from every angle, examining the following 5 key areas:

Products /Services, here the study covers what the company
offers and the resulting prospects;

Market, define the focus of the company and its development,
who are the target customers and what their needs are;

Production and management infrastructure, define what are
the means that the company has to produce and market the products / services it intends to offer and what administrative infrastructure is available;

Staff and Management need to be properly assessed so that the
company can ensure it has the right people in the right place;

Finance, the final translation into monetary units of all the prospects of the company as well as the financial needs and dividends
that may result.

A 6-step approach for each review area
For each review area, a 6-step approach has been defined, to gather information and survey important issues:

Background information, suggesting some essential documents
and other useful sources of information;
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Specific aspects to be analysed that highlight the main aspects
that may require in-depth analysis;

Success factors on which the company's efforts must focus;

Risks and opportunities; characterize and anticipate the main
threats and opportunities for the company;

Key indicators; provide key figures relevant to the sector covered
and their evolution over the coming years;

Summary to be presented, summarizing the findings made for
each area of analysis.

Matrixial summary
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This approach can therefore be schematized by following matrix:

The steps proposed by this matrix have been used as the basis for the reflection which has been used to complete this guide. After an introductory
summary presenting the essentials in brief, and which can also be an opportunity to paint a brief history of the company, each major chapter covers a
key review area. Depending on the configuration of your company, your

- 32 -

On tracks for a good business plan – Handbook for entrepreneurs
September 2022

product range or its markets, another structure may possibly be better suited
for the final presentation of the document, to avoid repetition. In this case,
all marketing information (products/services and market) can therefore possibly be segmented by product or by market, for example.

How do I use this guide?
This document is intended to be a practical working tool to help you in the
reflection that will lead to the writing of your business plan. Let's not forget,
a business plan of about fifty pages usually presents the fruit of a much more
in-depth reflection, with possibly several hundred pages of supporting documents. The final document is only the orderly and coherent synthesis, understandable to both insiders and novices, which presents in a quantified and
sustained way the objectives of the company and the consequences that
result from them.
The following document is structured so that it is possible to take it directly
as a common thread of the business plan. Following the introduction, it immediately addresses, one after the others and in logical order, the chapters
to be presented in order to constitute a complete and coherent business plan.
The questions asked can be used as a basis for developing reflections and
the proposed questions can easily be completed and used as they are. They
also sometimes provide leads for finding industry data that can be used to
support the analysis. The general commentaries who are not supposed to
constitute the genuine business plan appear in a greyed pad, in the introduction to each chapter.
Some questions relate specifically to production industries. Before simply ignoring them if one works in another context, it is necessary to question their
possible transfer to the production of services. Other questions also make
the assumption that a new investment is under consideration, which would
be at the origin of the business plan. They can be ignored if not relevant. It
should be noted in this regard that very often, investors or funders for a new
investment will request a business plan before taking a decision. It is indeed
important for them to have a global vision.

Comments on the preparation and presentation of the business
plan
A business plan should be a comprehensive document while being pleasant
to read. Some frequent criticisms of business plans should help you avoid
classic pitfalls:
o
o
o
o

the business plan is too long, it lacks synthesis;
it is difficult to understand at first reading;
its structuring is not coherent, it lacks logic;
the data presented are not consistent from one section to another;
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o
o
o
o

there is a lack of vision of the current situation or the past;
in the end, the reader does not know what the company will really
manage to do;
the strategies are not sufficiently commented;
there is no link between qualitative argumentation and quantitative
data.

Failing to feel the priority need to devote time to it, in an agenda undoubtedly
packed, the temptation could be great for the management to delegate the
task of preparing the business plan. However, it is at the level of management that the reflection must be made. The business plan will also be the
pulpit for the entrepreneur to present its enthusiasm and determination to
achieve its goals. Who else can better pass on the vision he has for his company (even if he is assisted by a coach or a colleague, which is always possible)?
Stay concise in the number of strategies and measures you outline in your
business plan. As suggested by the matrix presented above, there are success criteria for each area, the main ones of which must be identified. It is
on these that the strategy must be focused.
It is important to present the reasoning behind the assumptions in your plan.
These will help readers better understand your strategy. And while some
elements are obvious to you, they are not necessarily obvious to the uninitiated. Don't forget it!
The basic rules for the development of a business plan are therefore, very
briefly, the following:
o
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o
o
o
o

Write in a way that is understandable to an uninitiated reader (avoid
jargon);
target the business plan to its recipient;
avoid overly long business plans and repetitions;
support and document working assumptions;
be comprehensive.

This document will help you address all the issues to consider. One last piece
of advice: carefully check the consistency of the basic assumptions; on them
rests the whole business plan. If they are wrong, so will the whole thing. For
example, if you expect an annual growth of 10% in your quantities sold without any convincing justification, in a stagnant market, your business plan will
have no value.

Model forecasts and produce projected financial statements
In order to be concrete, the business plan must include precise and documented operating forecasts, based on the assumptions and scenarios described. In general, in a business, whatever its nature, the projected turnover
results from at least two elements: sales volume assumptions and price
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assumptions. The modelling of the forecasts results from this according to
the following diagram:

Each element of this model will be discussed in more detail in the dedicated
sections, with recommendations for consistent figures. It should be noted,
however, that in order to be easily understandable, the proposed modelling
sometimes involves simplifications. Nevertheless, it is more important to
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make a fair reflection, based on reasonably detailed figures, than to make a
false reflection based on excessively precise figures, but which would therefore be wrong anyway! In all cases, the forecasts are based on the perception
of the most sustainable development at the time of drafting the business
plan. The figures being subject to hazards sometimes beyond the control of
the company.
The working horizon can vary between 3 and 5 years, depending on the
industry. Although the more uncertain nature of forecasts over longer periods
cannot be denied, the choice of a longer planning period features certain
advantages. Among these, it highlights better over time the inconsistencies
which could be induced by overly optimistic growth forecasts in the short
term. The choice of a 5-year horizon also makes it possible to better highlight
investment needs and makes it possible to carry out better quality business
valuations (in particular by means of the DCF method based on the discounting of future cash flows).
In most of the tables suggested as examples, the detailed forecast of operating results has been made over 6 years, to allow the projections for the
current year to be included in the first year of forecasts.
Finally, in the modelling proposed in this document, neither inflation nor price
indexation has been taken into account. These elements would complicate
the model, or even hinder some evolution, whereas they are in principle
compensated.

Some tips to use your business plan well
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A business plan is not a static document that will remain eternally frozen. It
must serve as a reference to measure punctually the evolution of the company in relation to the initial plans but must also be updated from time to
time. The frequency of updating can vary quite widely from one industry to
another. However, it is not recommended to systematically update the business plan with each modification of the business (at the risk of spending your
time there and losing the initial reference measurement!).
To ensure the implementation of the strategies formalized in the business
plan, it is useful to add an action plan. In this document, strategies will be
translated into tactics. Responsibilities, deadlines and results to be achieved
will be clearly formulated and communicated.
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The business plan step by step

Executive summary
This introductory section, commonly called executive summary, actually presents a summary of the business plan. In a few tables and paragraphs, this synthesis must quickly
present the essence of the analysis to capture the reader's attention and arouse his interest
in reading the rest of the document.

Basic situation
Describe your company, first giving its main characteristics. The following
information will quickly provide a good overview of your company:
o
o
o
o
o
o

Mission statement (or corporate identity): What is the ultimate
goal of your company / your project?
Specifications of your products / services: What do you have to
offer?
Specifications of your market: Who are you selling to?
Your company specifications: Who are you? What are you able
to do? What makes you different?
Operating data: Brief history with the most important figures
(quantitative non-financial data)
Financial data: Total investment, debts & equity, turnover, EBITDA,
net income (preferably with a 5-year history presented in the form of
a table of figures or charts)

The project
Then present your company's project (the term project is used here either
for a specific investment project or to designate the business project, i.e.,
the vision of the future of your company, even if it does not include new
significant investments in the short term).
Be very concrete. Describe future developments in clear and precise, qualitative and quantitative terms. If the business plan covers a new investment,
clearly explain what the concrete contribution will be for your company and
what its implementation requires, also in qualitative and quantitative terms:
o
o
o

What specific problem does your project address and what is the solution it proposes?
How is the full investment and operating costs?
What additional revenues will be generated to cover the financing of
the project and how will it be generated?
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The results
Depending on the specific purpose of the business plan and the project presented therein, it is then necessary to give a convincing overview to the
reader:
The project allows:
o to increase the turnover;
o to ensure the sustainability of the company;
o to energize it.
The financial projections give a complete perspective: planned investments,
volumes sold, changes in average prices, business prices, EBITDA, cashflow
after interest and taxes, net income (forecasts to be presented over 5 years).
They demonstrate:
o that the company generates cash flow;
o that results will improve;
o that the necessary funding can be supported.
The reflection was sufficiently thorough to:
o measure risks;
o build projections on realistic assumptions;
o take into account the imponderables.
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The in-depth reflection carried out as part of the development of the business
plan can be demonstrated and summarized if necessary, using a SWOT matrix (Strengths, Weaknesses, Opportunities and Threats – see next page).
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SWOT Analysis
Strengths (internal to the company)

Weaknesses (internal to the company)

Lists of forces

Lists of weaknesses

-

-

-

-

-

-

What can be done to support them? How?

How can this be better remedied?

Opportunities (external to the company, examples: new markets, new
techniques)

Threats (external to the company, examples: new laws, evolution of the
economy)

Lists of opportunities

Lists of threats

-

-

-

-

-

-

How can the company benefit from this?

What can I do to answer them? How?
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Products / services
This chapter describes the company's offering. Qualitative information must be supported
by quantitative data. If the company considers that it excels in a particular area, it must
justify it by providing all the supporting comparative information.
In the context of a new investment, it is important to be aware that novelty is not necessarily perceived as an additional benefit. All the more so when it comes only to the replacement of an installation reaching the end of its life by a new one, up to date.
Customers won't necessarily be willing to pay more for a product, even despite technical
improvements or increased sophistication. It is important to be aware of this when preparing the business plan, so as not to rely on assumptions that will not be realized. The company may need to make parallel efforts to the new investment to generate additional revenue to support its financing.

Products and services offered
Describe the company's offer: What products or services does it provide?
(Details of the equipment can be presented in the chapter about infrastructure).
Provide an objective qualitative assessment of the company's various lines
of business.
o

o
o

What developments does the company foresee on its existing products/services? What are the costs, the implementation schedule and
the expected impact in terms of sales volume?
What are the development forecasts for new products/services? What
budget is devoted to R&D? What is the reliability of these activities?
What has the company undertaken in recent years to increase the
attractiveness of its products/ services? What were the costs and results? What measures are planned in the future and what are their
expected impacts?
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Pricing / pricing policy
It is recommended to simplify this data for simulation. This avoids inutile
complexity, without much added value. How do your prices compare with
those of your competitors?
o Comparison with benchmarks and findings; What are the lessons to
be learned that would improve yield management?
o Are there opportunities to increase unit prices without impacting volumes sold?
o Are some customers willing to pay more to get these benefits? What
thoughts have already been made on this subject?
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Evolution of tariffs / unit prices
Currency
Average price

n

n+1 n+2 n+3 n+4 n+5

Impact of the business plan
Measure 1: Increase in average price
Measure 2: Increase in average price
Justified increase in the average price

The table presented above can be used to summarize the forecasts of
changes in tariffs or unit prices.

Other sources of income
o
o
o

o

How to generate new revenue? What, when, how, how much?
What are the plans to fill the off-peak periods?
Could revenue be increased by establishing partnerships? What has
already been done at this level and what are we planning to do in the
future?
Should new activities that are inexpensive, but provide substantial
revenues, be considered? What would be the impact?

New projects
Describe the short-, medium- and long-term new investment projects and
demonstrate the value added to the company’s offer; briefly outline the new
investment project in support of which this business plan is being developed,
if any.
Present the additional income that the investment will generate or, failing
that, the income that will be lost if the investment in question is not realized;
what will be the additional ways to increase the income from the new investment?
o
o

increase in the catchment area;
etc.
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⚫

Commercial documentation

⚫

List of main products / services offered, specifications

⚫

Cost price / sale price

⚫

Qualitative assessment of the products / services offered

⚫

Sales statistics over 5 years

⚫

Customer feedback

⚫

Company reputation

⚫

Position of products /services on the life curve

⚫

Positioning

⚫

Customer purchase motivation

⚫

Viability of new products/services

⚫

Dynamism of research & development

⚫

Protection of intellectual property

⚫

Recognition of products / services by the market

⚫

Value for money

⚫

Products / services adapted to current and future market needs

⚫

Existence of an established demand for the products / services offered

⚫

Sufficient revenue potential

⚫

Appearance of new products /services

⚫

Evolution of products / services

⚫

Changes in the political and legal environment

⚫

Competition projects

⚫

Other factors that may affect demand

⚫

Future evolution of quantities sold

⚫

Future development of selling prices

⚫

Future development of cost prices

⚫

Brief presentation of the company's offer, with quantitative
and qualitative evaluation

⚫

Highlighting future potentialities and presenting the supporting arguments

⚫

Expected evolution of revenues by products / services and
corresponding margins
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The market
This chapter of the business plan describes the company's market and analyses all aspects
related to marketing.
It should support forecasts of increase in sales volume. The arguments provided should be
as convincing as possible and as far as possible supported by statistics and other information from both internal and external sources.
Just as a new investment only justifies a price increase when it brings an added value
perceptible to the customer, it does not in itself give any guarantee of an increase in the
volume of sales. Customers will not necessarily be attracted by this novelty, or will be
attracted on a very temporary basis.
The company will therefore have to develop, in parallel with the new investment and taking
advantage of this opportunity, substantial marketing actions if it intends to see its sales
increase and thereby generate the increase in revenue that will be necessary to face the
increase in expenses caused by the new investment.
It is worth asking "how to take advantage of this new investment to increase the volume
of sales?" and develop a strategy accordingly.

Customer base
Present the geographical distribution of the customer base. Present and comment also any analysis relating to the segmentation of the customer base
(e.g., socio-professional categories, levels of income, particular profiles ...)
o

o

How do customers perceive your company? What should it do in response to this perception? Quote the surveys and sources which allow
this interpretation, with the supporting references.
What is the current perception of the evolution of customer demand
as it stands, without any novelty?

Market research
Briefly present all the market research that has been done recently with regard to the company, industry or the catchment area. What conclusions were
drawn from this and how have they been integrated into the future strategy?

Comparison with the industry
Identification of the main competitors and their profiles, advantages and
weakness compared to your company.

On tracks for a good business plan – Handbook for entrepreneurs
September 2022

- 43 -

Inter-company comparisons - Synoptic table
Your
society

Competitor A

Competitor B Competitor C

Quantitative analysis
Machinery inventory
Production capacity
Market shares
Volumes sold
Average prices
Staff
...
...

Qualitative analysis
Type of business
Typical clientele
Reputation
Condition and age of facilities
Catchment area
Environment
Customer appreciation
Marketing
Level of past investments
Level of future investments
Comments

Quote recent figures that help to position the company within the industry.
Data are provided for instance by professional associations, regional or national statistical offices, customs, sectorial studies, press articles, etc.
o

What comments come out of a comparative analysis? Is the company
behaving better or worse than average? Does it demonstrate an ability to increase its market share?
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Volume Analysis
o

o
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What has been the evolution of sales volumes over the last 5 years?
What conclusions can be drawn from the benchmarking with competitors in the region, province, at national or international level. What
are the domestic trends and what are the developments abroad?
The increase in sales volumes in the future cannot be continued linearly based on the past unless this is duly justified by the business
plan. Beware that the change in sales volume is influenced not only
by the variation of the market itself but also by the variation in the
company's market shares.
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o

How to increase the volumes sold? What are the means envisaged to support it and their impact? To be justified /
demonstrated.

Develop strategies in order to increase volumes. Focus on up to five strategies that you will develop thoroughly and focus your resources on, rather
than focusing on a wider list. If necessary, immediately attach action plans
as an appendix to the business plan, which will detail how these strategies
will be implemented. Take into account the resources required in the forecasts of operating expenses and incorporate the increase in the volumes you
expect into the projections. The progress will have to be made plausible.
Below you will find, in a non-exhaustive way, some areas that can be worked
on in order to increase sales volumes. However, this element is so important
that it alone would justify a process of reflection and search for ideas(brainstorming) involving various employees of the company, at different levels.

Partnerships
o

What are the opportunities to collaborate with partners to increase
revenue? What are the company's plans in this regard and what are
the expected additional revenues?

If synergy effects are expected from local collaboration, these must be clearly
demonstrated. Once their impact has been carefully assessed, it can be integrated into the forecasts of the business plan.

Promotion
Outline the promotional actions that will be taken to increase volumes in
current markets.
o
o

o
o

Does the company offer a website with a complete offer with the
possibility of ordering online?
How to further exploit the possibilities offered by the Internet in the
future to attract or retain customers; What are the company's concrete plans in this regard?
What customer loyalty programs are underway or planned? How are
they articulated and what is the impact on volumes?
How is CRM (customer relationship management) managed? What
databases does the company have to know its customers, follow
them, make targeted mailings?

Describe the marketing budget and how it evolves.
o
o

Has the impact of promotional spending already been measured and
what conclusions have been drawn for the future?
Is the use of the budget optimized?
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Briefly present the short- and medium-term marketing plan, the media used
and the means implemented.

Revenue forecasts
Taking into account all the elements that have been developed above, present a summary of the revenue forecasts resulting from the calculation volumes x average prices. Even if the turnover is detailed as an annex to the
business plan, include in the body of the document a summary table according to the following model (to be developed for the main products or markets):

Annual evolution of volumes
Real
n-5

n-4

n-3

Forecast
n-2 n-1 n n+1 n+2 n+3n+4n+5

Volumes sold
Annual change
Average change
Expected change status quo
Planned volume status quo

Impact of the business
plan
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Action 1:
Action 2:
Action 3:
Action 4:
Action 5:
Total planned volumes
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A summary of the turnover by product line (or by markets if more appropriate) can then be presented, according to the model:

Annual evolution of turnover
In thousands (Currency)
Real
n-5 n-4 n-3 n-2

Forecast
n-1
n
n+1 n+2 n+3 n+4 n+5

Price
Product A
Product B
Product C
Product D
Other activities
Total

Quantities
Product A
Product B
Product C
Product D
Other activities
Total

Sales revenues
Product A
Product B
Product C
Product D
Other activities
Total

The total turnover shown in this table must match exactly with that presented
in the operating forecasts.
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⚫

Market analyses available

⚫

Comparative list of competing companies

⚫

Competition documentation

⚫

Statistics relating to the sector (turnover, number of companies, employees, evolution ...)

⚫

Revenue per customer

⚫

Interviews with experts

⚫

Positioning of the company

⚫

Competitive market situation

⚫

Market developments over the previous 5 years and the next 5 years

⚫

Market segmentation

⚫

Seasonality of sales in the market

⚫

Main factors influencing demand

⚫

Commercial action of the company

⚫

Confirmed market potential (growing market / growing market share)

⚫

Medium- and long-term growth prospects

⚫

Reputation of the company in the market

⚫

Market price level in relation to the company's cost prices

⚫

Potential for market penetration by the company

⚫

Strengths and weaknesses of competition

⚫

Economic and policy changes in target markets

⚫

Changes in consumption habits

⚫

The company's market in figures

⚫

Market/market share growth rate over the next 5 years

⚫

Revenue by main customers

⚫

Turnover of the main competitors

⚫

Brief presentation of the company's positioning on its market

⚫

Presentation of the company's strengths in the face of the
market, as well as its possible weaknesses

⚫

Market growth scenarios

⚫

Arguments in support of revenue forecasts
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Infrastructure
To ensure the success of a new investment, it is necessary not to focus only on its technical
characteristics, but to understand all the parameters.
In this chapter, in addition to the characteristics of the production tool, the business plan
will document that everything has been done to optimize the new investment, if necessary,
that it will not explode operating costs and that everything is under control in this regard.
The operating costs and financing costs must be bearable by the company; the business
plan must not suggest that a new investment, if necessary, would be oversized!
This chapter must also demonstrate that the company has an adequate management tool
in place to detect deviations from the plan in a timely fashion and take corrective action. It
starts with efficient administration, management dashboards and up-to-date accounting.

Production tool
Present the production infrastructure available to the company and its evolution over the last few years. An inventory of equipment, with the main
specifications (e.g., year of acquisition, cost, production capacity, etc.) must
be made (presented in the annex or integrated into the body of the business
plan).
Comment, if applicable, on future developments and forecasts:
o

o

o

o

o

o

How could the production tool be optimized? Should the location of
workshops be restructured / production sites? Are some facilities/sites superfluous or unprofitable?
Are there objectively installations that could be liquidated, sites
closed, or moved to optimize production? What would be the financial
impacts? What is the schedule in this regard?
On which equipment are there significant slowdowns in production?
Identify bottle necks and integrate improvement measures into planning. Are there vital infrastructures that are not redundant? What
measures can be taken to remedy this?
What is the policy in the choice of suppliers of facilities and equipment? How could the standardisation/interchangeability of equipment be improved in the future?
What analyses have already been undertaken to optimise installations? What would be the potential impact of implementing such
measures?
How much money has been spent in recent years on the development
of production infrastructure? What are the main developments carried out and what are those planned for the future? What is the
amount of investment planned in this regard?
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Productivity
Present the history of running hours of the main equipment, in the model
proposed below (to be presented either globally per year or annually per
machine):

Use of the machine inventory
Total hours
Available

Hours
Worked

Hours
Productive

Hours
Saleable

Year n-5
Year n-4
Year n-3
Year n-2
Year n-1
Average

Present the evolution of the utilization rate per installation and overall, in
terms of operational capacity.
o

Are some facilities underutilized?

Summarize the contribution margin per facility, based on their use, average
hourly selling price, and investment and operating costs (labour); as a result,
is this equipment clearly in deficit?

Logistics
Briefly describe the logistical means available to the company; how do they
work, how reliable are they, what reports are produced?
o
o
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o

Are transfers between different sites or premises necessary in the
preparation process?
What is their degree of mechanization; describe the current situation
and the projects contemplated: are they included in the investment
plans?
If you work via the Internet, is this option really entirely used to generate the savings it is supposed to bring or is it simply an e-business
façade that then generates manual work just as important, if not
more, than traditional sales?

Briefly describe the administrative and technical premises of the entry;
demonstrate that everything has already been done to optimise both work
and costs, or describe the measures envisaged to improve their management, planning and impact.
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o

o
o

Is the operating concept clearly defined? Are there rules and guidelines? Are the procedures formalized in manuals? What are the plans
in this regard?
Is the company certified? When does it plan to do so?
How can the purchase of equipment be optimised in the future, together with ensuring to get the best prices?

Distribution
Describe the distribution channels used by the company. If there are any
distribution partners essential to the proper functioning of the business
model, describe how the relationships are secured.

Management tools
If the company regularly produces dashboards, these should be annexed to
the business plan and briefly described in this chapter, both in terms of content and period of use.
Indicate what tools are available to the board of directors to monitor the
development of the company on a regular basis.
Demonstrate that the company has a perfectly up-to-date accounting and
maintained in this state on a day-to-day basis.
o

How does the company control the update? What are the means to
be put in place to ensure such a state?

Cost control
Does the company have a cost accounting system? Does it know precisely
and reliably the cost of each of its activities? What measures are being taken
to keep these costs under control?

Environment
Describe the company's environmental and environmental situation and policy, both in terms of infrastructure and procedures; present a brief, weighted
analysis of future risks.
o

What are the ecological risks to be taken into account?
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Cooperation
o
o
o

What local cooperation could be established in terms of equipment
maintenance and possible synergies in purchasing?
How is this taken into account in the choice of new investments?
What could be the financial impact?

Investment projects
Present a history of investments over the last 5 years with explanatory details, as well as a schedule of planned maintenance investments over the
next 5 years with an annual estimative budget.
Detail the investment for which this business plan is prepared, if any. Detail
annual capital and operating costs.
o

o

Is the contemplated investment optimized? Compare the planned investment with recent projects in other companies at home and
abroad. Demonstrate, if necessary, that the civil works are correctly
sized.
Could the use of the investment budget be improved in reducing the
main investment and adding some infrastructure that could improve
or increase income?

It is important to show that both maintenance and renewals of existing installations together with new projects have been taken into account in the
preparation of the business plan.

Laurent Vanat

Thus, on the one hand, an analysis of current fixed assets over the long term
will be presented. On the other hand, the main data related to planned new
investments must also be synthesized. The following indicative table provides
a presentation structure.
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Fixed assets and CAPEX

Yearly depreciation
Financial assets
Land & buildings
Equipements
Intangibles
Investissement 1
Investissement 2
Investissement 3
Investissement 4
Various RECAPEX
Total depreciation

CAPEX
Investissement 1
Investissement 2
Investissement 3
Investissement 4
Various RECAPEX
Total

Fixed assets
Financial assets
Land & buildings
Equipements
Intangibles
Total

Currency

Rate

Actual data
n-2
n-3
n-1

Forecast
n
n+1

n+2

n+3

n+4

n+5

Laurent Vanat

In the case of new projects, modelling will allow to check whether the company has the means to carry them out on schedule or whether some need
to be postponed. In addition, a comprehensive model makes it possible to
measure immediately the impact of investments on economic results and the
cash flow situation. The exercise will therefore make it possible to check
whether the new projects are correctly sized in relation to the company's
financial possibilities.

- 54 -

⚫

Organizational chart of the company

⚫

Available dashboards

⚫

Listing of available resources / equipment with their potential

⚫

Evaluation report, administrative analyses, various audits

⚫

Reference manual

⚫

Calculation basics

⚫

Interviews with key executives

⚫

5-year investment plan

⚫

Efficiency of the IT tool

⚫

Simplicity and efficiency of administrative and accounting procedures

⚫

Age of plant and machinery

⚫

Evolution of production potential over the next 5 years

⚫

ROI of new investments

⚫

Timing and phasing of investments

⚫

Technological adaptation

⚫

Organization of production

⚫

Quality control

⚫

Available means of communication

⚫

Efficient and flexible production tool

⚫

Sufficient future capacity

⚫

Competitive costs

⚫

Reliable production planning

⚫

Timeliness and costs

⚫

Sound and efficient administration

⚫

One-time reporting system

⚫

Consistent organization and procedures

⚫

Up-to-date invoicing and accounting
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⚫

Dependence on a weak computer system

⚫

Bottlenecks in the production apparatus

⚫

Obsolescence of production equipment

⚫

Changes in manufacturing technology or processes

⚫

Inadequate investments

⚫

Production costs

⚫

Production capacity

⚫

Production forecasts

⚫

Summary of annual investments

⚫

Description of the company's production tool: location,
buildings, equipment

⚫

Technical capabilities

⚫

Production capacity

⚫

Brief critical assessment of the production infrastructure

⚫

Comments on the administrative organization and its functioning

⚫

Demonstration of the opportunity of new investments
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Staff and management
A shortcoming often complained about start-ups or SMEs is the level of professionalism of
the management.
In this chapter, it will therefore be necessary to demonstrate that the company features
adequate staff and management to meet with its challenges.
Especially if the business plan is developed in support of a new investment, it will be necessary to demonstrate that the team in place will be able to implement the necessary
actions to increase sales volume, improve profitability and optimize the use of resources.
In the event of a setback, the strength of the management team will also be a certain
guarantee that things will be taken in hand on time.
If appropriate, the measures taken to limit staff costs increases further to new investments
should be set out and any staff reallocation envisaged should be presented.

Functions and headcount
Present a simple organizational chart of the company, with the functions and
names of the main executives, indicating the number of their subordinates
(distinguishing between full-time and part-time).
Also, express data on full-time and part-time staffing in FTE (full-time equivalent).
o
o
o
o
o
o
o

What is the evolution of the staff turnover rate over the last few
years?
Are there any important job renewals to incorporate into the planning?
How will they be managed?
What will be the consequences of the new investment as far as staffing is concerned?
Is it possible to take advantage of this opportunity to redistribute
some tasks and achieve a reduction in costs?
Would there be any additional options to reduce staffing requirements?
At what price?

Laurent Vanat

Evolution of the workforce
Historical data
n-2
n-1

Forecast data
n
n+1 n+2 n+3 n+4 n+5

Production
Procurement
Manufacturing
Logistics
Operation
Maintenance
Total production
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Historical data
n-2
n-1

Forecast data
n-2 n-1

n-2

n-1

Support
Technical
Commercial
Management & administration
Marketing
Total support
Total staff
Annual full-time workforce
Part-time workforce
Average occupancy of parttime staff (% annual)
Number of full-time
equivalent employees
Personnel costs per full-time
equivalent employee
Total personnel costs
(Currency thousands)

Skills
Present the skills of executives in terms of business management by means
of a synthetic table:

Management Profile - CV Summary of Key Executives
Function
Holder
Substitute
Training of the
incumbent
Experience of
the incumbent
Incumbent's
years in office
Previous position
of the incumbent

Demonstrate that the company is managed professionally at the various levels: Board of Directors, General management, commercial, finances, technical and operation.
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o

Laurent Vanat

o
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Has the company considered strengthening the Board of Directors or
restructuring it to ensure maximum professionalism in management?
Is it certain that all the necessary skills are presented in a balanced
way in the Board of Directors and in the management team?

⚫

Headcount and list of employees

⚫

Payroll

⚫

Organizational chart

⚫

Resumes of Key Leaders

⚫

Composition of the Board of Directors and minutes of the last 3
boards

⚫

Interview of a sample of staff and Directors

⚫

Rules of the Board and Staff Rules

⚫

Seniority of employees

⚫

How executives are promoted

⚫

Decision-making mode prevailing in the company and management
style

⚫

Working atmosphere

⚫

Competence of managers

⚫

Staff qualification level / salary level

⚫

Staff motivation

⚫

Technical competence of management

⚫

Executive Leadership

⚫

Competitive wage level

⚫

Loyalty of staff and managers; evaluation of contracts binding key
staff

⚫

Indispensable employees

⚫

Abundance / shortage of qualified personnel

⚫

Dependence on external consultants
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⚫

Turnover

⚫

Absenteeism

⚫

Number of employees

⚫

Average salary / personnel costs per employee

⚫

Extreme wages

⚫

Manager/Employee Ratio

⚫

Comments on staffing, motivation, remuneration and qualification

⚫

Brief management assessment and summary CVs of key
leaders
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Finances
Most of the parameters and assumptions must have been presented in the previous 4
chapters. In the end, the financial aspect is only the translation into financial terms of the
strategies developed above. It presents their impact on the company's results and balance
sheet. It is therefore necessary that the 4 previous chapters have been carefully elaborated
before being able to properly address the financial part of the business plan.
After drawing up the provisional financial statements resulting from the plans submitted, it
must be demonstrated that, as planned, the financing of the company is sufficient and
bearable. It must allow it to deal with certain unforeseen events and especially to complete
the new investments despite unforeseen events.
Essential point, it will be necessary to demonstrate that the operating cash flow will not
deteriorate following the new investment, but will on the contrary strengthen.

In the long term, the business plan must demonstrate, both in the figures
and in the actions taken, that the company is aiming to improve its performance. It must produce increasing cash flows to be able to always meet the
needs of renewing its infrastructure and honour the financial commitments
it has made in the past. If the business plan aims to obtain new financing
(e.g., for a new project), it is necessary that the projections show a reinforced cash flow to meet the new obligations that will be contracted.
The value of the company can be used as a basis for determining its debt
capacity or the value of a stake in its capital. The modern approach to valuing
it is through the so-called Discounted Cash Flows (DCF) method. The cash
flow statement is therefore the basic element. It is therefore important to
give all the necessary care to its preparation.

Operating Forecast and P&L statement

Laurent Vanat

Present summary operating forecasts resulting from the expected evolution
of actual volumes, average prices, other revenues and operating expenses
resulting from the business plan, over a horizon of at least 5 years. All assumptions of variation in expenses must be duly documented.
Demonstrate the additional profitability brought by the new project and all
the measures that will be taken at the same time to improve revenues (prepare a table comparing the long-term operating results with and without the
new investment). Quite obviously, the new project will have to allow an increase in revenue or a reduction in expenditure in order to be financially
justified.
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P&L statement

Taxes
Net result

Extraordinary revenues
Extraordinary expenses
EBT

Financial revenues
Financial expenses
Operating result

Depreciation
Provisions
EBIT

EBITDA

Cost of goods
Staff costs
Manufacturing costs
Operating costs
General & administration
Marketing
Total operating expenses

Expenses

Sales activity A
Sales activity B
Others
Total revenues

Revenues

Currency

Actual data
n-4
n-5
n-3

n-2

n-1

Forecast
n
n+1

n+2

n+3

n+4

n+5

o

What measures will be taken to reduce expenses (personnel, maintenance and other operating costs, financial expenses, etc.)?

If the company is subject to particular risks which can make its environment
very unfavourable, it is necessary that the business plan shows how the company can deal with a very bad year. The plan should therefore include a
"worst-case scenario" and demonstrate, on the one hand, its impact on the
company's results and, on the other hand, what measures it can put in place
to deal with such a situation.
It may be necessary to draw up operating accounts specific to each activity
of the company in more detail than the present document, which is deliberately simplified to be easily accessible to all. If applicable, the information
will be consolidated into a synthetic P&L statement (details can be attached
to the business plan).

Operating ratios
Summary table of the main operating ratios:
o
o
o
o
o
o
o

investment for 1 currency unit of turnover;
annual investment as % of turnover;
EBITDA as % of turnover;
personnel costs in % turnover;
cash flow / balance sheet total;
return on equity;
equity / balance sheet total.

Compare the company's ratios with industry standards and comment (look
for industry benchmarks). Provide with a table with the main benchmarks.
o

What conclusions should be drawn from this and what are the steps
to be taken?

Laurent Vanat

Complete financial statements
Present summary forecast balance sheets for the next 5 years, highlighting
the evolution of foreign funding, equity and fixed assets.
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Balance sheet

Liabilities
Banks short term
Accounts payable
Other short term debts
Long term debts
Total liabilities
Capital
Retained earnings
Net result
Total Equity
Total liabilities & equity

Assets
Cash at hand
Receivables
Inventory
Other accrued & receivables
Plant & machinery
Buildings
Other fixed assets
Total assets

Currency

Actual data
n-4
n-5
n-3

n-2

n-1

Forecast
n
n+1

n+2

n+3

n+4

n+5

Cash flow statement
Present a complete cash flow statement, making sure it is perfectly connected to your P&L statement and balance sheets forecasts. Do not forget
to take into account the variation in the need working capital which may be
generated by a development of activities. This is a financing need that must
not be neglected, at the risk of putting the company in danger.

Financing plan
Currency
year n

n+1

n+2

n+3

n+4

n+5

Operating income (EBITDA)
Expenses & financial income
Non-operating income / expenses
Taxes
Change in WCR
Free cash flow
Investments
Divestments
Cash flow after investments
Capital increase
Dividends paid
Loans
Repayment of loans
Annual cash flow
Initial cash flow
Final treasury

Laurent Vanat

Due to the seasonality of the operation of most companies, it is recommended to develop a monthly cash plan over 2 years, in a very simple
presentation (even if the exercise may seem difficult and random) in order
to identify extreme needs.
Especially if you are preparing your business plan in support of a financing
request, present the investment needs over the next 5 years, as well as the
related financing needs; detail the current financing and repayment deadlines.
o

o

- 64 -

If a new credit is requested as part of the financing of the project
presented in the business plan, how does it fit into the current debt
service?
Briefly present the shareholding of the company and its evolution
over time (past and future). What will be the future contribution of
shareholders to the financing of the company?
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In the search for financing for new investments, it may be very useful to
immediately segregate the various possible sources in the forecasts, by presenting how the contemplated project may, where appropriate, be financed
by self-financing, capital increase, financing by regional or superregional
bodies and/or bank financing.

⚫

P&L and balance sheets for the last 5 years

⚫

Forecast balance sheets and budgets for the next 5 years

⚫

12-month cash plan

⚫

Aged balance of debtors and creditors

⚫

Detailed status of inventory and work in progress, last closing date
plus current situation

⚫

Intangible values on the balance sheet

⚫

Intercompany accounts

⚫

Operating profitability

⚫

Extraordinary products

⚫

Financing mode and needs

⚫

Extraordinary expenses

⚫

Depreciation

⚫

Liquidity of the company

⚫

Balanced funding

⚫

Development of long-term profitability

⚫

Cash flow/depreciation capacity

⚫

Evolution of equity

⚫

Dividends generated

⚫

Sudden devaluation of some assets

⚫

Change in financing rates

⚫

Reliability of budget forecasts

⚫

Continuity of current funding, new funding opportunities

⚫

Stock market fluctuations
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⚫

Turnover, costs, margin and profit over the past 5 years and the next
5 years

⚫

Equity

⚫

Rate of return on equity

⚫

Dividends paid and forecasts

⚫

Margins by product range

⚫

Statement of the company's current financial situation

⚫

Narrative on future forecasts (major assets and liabilities,
financing, results, profitability and statement of equity and
cash flow)

⚫

Key factors for the financial success of the company
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Laurent Vanat

Laurent Vanat Consulting SARL
19 Margelle
CH - 1224 Geneva
Switzerland
Tel / messaging: +4122 349 8440
Email: vanat@vanat.com
Internet: www.vanat.com
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