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What is importance of a business plan

Every year, thousands of new businesses see the light of the day. One look at the World Bank's Entrepreneurship Survey and database shows the mind-boggling rate of new business registrations. However, sadly, only a tiny percentage of them have a chance of survival. According to the Bureau of Labor Statistics, about 20% of small businesses fail
in their first year, about 50% in their fifth year. Research from the University of Tennessee found that 44% of businesses fail within the first three years. Among those that operate within specific sectors, like information (which includes most tech firms), 63% shut shop within three years. Several other statistics expose the abysmal rates of business
failure. But why are so many businesses bound to fail? Most studies mention "lack of business planning" as one of the reasons. This isn’t surprising at all. Running a business without a plan is like riding a motorcycle up a craggy cliff blindfolded. Yet, way too many firms (a whopping 67%) don't have a formal business plan in place. It doesn't matter if
you're a startup with a great idea or a business with an excellent product. You can only go so far without a roadmap — a business plan. Only, a business plan is so much more than just a roadmap. A solid plan allows a business to weather market challenges and pivot quickly in the face of crisis, like the one global businesses are struggling with right
now, in the post-pandemic world. But before you can go ahead and develop a great business plan, you need to know the basics. In this article, we'll discuss the fundamentals of business planning to help you plan effectively for 2021. Now before we begin with the details of business planning, let us understand what it is. No two businesses have an
identical business plan, even if they operate within the same industry. So one business plan can look entirely different from another one. Still, for the sake of simplicity, a business plan can be defined as a guide for a company to operate and achieve its goals. More specifically, it's a document in writing that outlines the goals, objectives, and purpose
of a business while laying out the blueprint for its day-to-day operations and key functions such as marketing, finance, and expansion. A good business plan can be a game-changer for startups that are looking to raise funds to grow and scale. It convinces prospective investors that the venture will be profitable and provides a realistic outlook on how
much profit is on the cards and by when it will be attained. However, it's not only new businesses that greatly benefit from a business plan. Well-established companies and large conglomerates also need to tweak their business plans to adapt to new business environments and unpredictable market changes. Before getting into learning more about
business planning, let us learn the advantages of having one. Since a detailed business plan offers a birds-eye view of the entire framework of an establishment, it has several benefits that make it an important part of any organization. Here are few ways a business plan can offer significant competitive edge. Sets objectives and benchmarks: Proper
planning helps a business set realistic objectives and assign stipulated time for those goals to be met. This results in long-term profitability. It also lets a company set benchmarks and Key Performance Indicators (KPIs) necessary to reach its goals. Maximizes resource allocation: A good business plan helps to effectively organize and allocate the
company’s resources. It provides an understanding of the result of actions, such as, opening new offices, recruiting fresh staff, change in production, and so on. It also helps the business estimate the financial impact of such actions. Enhances viability: A plan greatly contributes towards turning concepts into reality. Though business plans vary from
company to company, the blueprints of successful companies often serve as an excellent guide for nascent-stage start-ups and new entrepreneurs. It also helps existing firms to market, advertise, and promote new products and services into the market. Aids in decision making: Running a business involves a lot of decision making: where to pitch,
where to locate, what to sell, what to charge — the list goes on. A well thought-out business plan provides an organization the ability to anticipate the curveballs that the future could throw at them. It allows them to come up with answers and solutions to these issues well in advance. Fix past mistakes: When businesses create plans keeping in mind
the flaws and failures of the past and what worked for them and what didn’t, it can help them save time, money, and resources. Such plans that reflects the lessons learnt from the past offers businesses an opportunity to avoid future pitfalls. Attracts investors: A business plan gives investors an in-depth idea about the objectives, structure, and validity
of a firm. It helps to secure their confidence and encourages them to invest. Now let's look at the various types involved in business planning. Business plans are formulated according to the needs of a business. It can be a simple one-page document or an elaborate 40-page affair, or anything in between. While there’s no rule set in stone as to what
exactly a business plan can or can’t contain, there are a few common types of business plan that nearly all businesses in existence use. Here’s an overview of a few fundamental types of business plans. Start-up plan: As the name suggests, this is a documentation of the plans, structure, and objections of a new business establishments. It describes
the products and services that are to be produced by the firm, the staff management, and market analysis of their production. Often, a detailed finance spreadsheet is also attached to this document for investors to determine the viability of the new business set-up. Feasibility plan: A feasibility plan evaluates the prospective customers of the products
or services that are to be produced by a company. It also estimates the possibility of a profit or a loss of a venture. It helps to forecast how well a product will sell at the market, the duration it will require to yield results, and the profit margin that it will secure on investments. Expansion Plan: This kind of plan is primarily framed when a company
decided to expand in terms of production or structure. It lays down the fundamental steps and guidelines with regards to internal or external growth. It helps the firm to analyze the activities like resource allocation for increased production, financial investments, employment of extra staff, and much more. Operations Plan: An operational plan is also
called an annual plan. This details the day-to-day activities and strategies that a business needs to follow in order to materialize its targets. It outlines the roles and responsibilities of the managing body, the various departments, and the company’s employees for the holistic success of the firm. Strategic Plan: This document caters to the internal
strategies of the company and is a part of the foundational grounds of the establishments. It can be accurately drafted with the help of a SWOT analysis through which the strengths, weaknesses, opportunities, and threats can be categorized and evaluated so that to develop means for optimizing profits. There is some preliminary work that’s required
before you actually sit down to write a plan for your business. Knowing what goes into a business plan is one of them. Here are the key elements of a good business plan: Executive Summary: An executive summary gives a clear picture of the strategies and goals of your business right at the outset. Though its value is often understated, it can be
extremely helpful in creating the readers’ first impression of your business. As such, it could define the opinions of customers and investors from the get-go. Business Description: A thorough business description removes room for any ambiguity from your processes. An excellent business description will explain the size and structure of the firm as
well as its position in the market. It also describes the kind of products and services that the company offers. It even states as to whether the company is old and established or new and aspiring. Most importantly, it highlights the USP of the products or services as compared to your competitors in the market. Market Analysis: A systematic market
analysis helps to determine the current position of a business and analyzes its scope for future expansions. This can help in evaluating investments, promotions, marketing, and distribution of products. In-depth market understanding also helps a business combat competition and make plans for long-term success. Operations and Management: Much
like a statement of purpose, this allows an enterprise to explain its uniqueness to its readers and customers. It showcases the ways in which the firm can deliver greater and superior products at cheaper rates and in relatively less time. Financial Plan: This is the most important element of a business plan and is primarily addressed to investors and
sponsors. It requires a firm to reveal its financial policies and market analysis. At times, a 5-year financial report is also required to be included to show past performances and profits. The financial plan draws out the current business strategies, future projections, and the total estimated worth of the firm. Gain expertise in the latest Business analytics
tools and techniques with the Business Analyst Master's Program. Enroll now! Become an Expert Business Planner Whether you’re running your own business or in-charge of ensuring strategic performance and growth for your employer or clients, knowing the ins and outs of business planning can set you up for success. Be it the launch of a new and
exciting product or an expansion of operations, business planning is the necessity of all large and small companies. Which is why the need for professionals with superior business planning skills will never die out. In fact, their demand is on the rise with global firms putting emphasis on business analysis and planning to cope with cut-throat
competition and market uncertainties. While some are natural-born planners, most people have to work to develop this important skill. Plus, business planning requires you to understand the fundamentals of business management and be familiar with business analysis techniques. It also requires you to have a working knowledge of data visualization,
project management, and monitoring tools commonly used by businesses today. Simpliearn’s Post Graduate Program in Business Analysis will help you develop and hone the required skills to become an extraordinary business planner. This comprehensive training program combined with the latest tools and methods can pave the way for you and
equip you with the skills and the know-how to tackle any real-world challenges that may arise. Completing this industry-recognized course also earns you a valued certification as tangible proof of your talent.
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