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Disclaimer

The CULTART training program has been developed as a blended training program, combining e-learning
(independent study relying on online learning resources) and in- person classroom activities facilitated by a
qualified trainer.

The units of this module are designed to provide learners with the most important insights regarding the
subject matter of the module, in accordance with the findings of the analyses conducted in the framework of
Intellectual Output 1 of the CULTART project.

The learning content provided here is intended to serve for independent learning and does not pretend to
cover all possible aspects and related issues in terms of the subject matter covered.

Users are solely responsible for ensuring that they have sufficient and compatible hardware, software,
telecommunications equipment, and Internet service necessary for the use of the online campus and modules.
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Training description

This training module is part of the Cultart set of trainings modules and will provide you tools, exercises and
instructions to help you to develop a business plan for your business activities. It will help you to put on the
“paper” the information you got about your business in an organized manner, to see your strengths and

weaknesses and how you stand among the competition.

Objectives of this training module

To understand the importance of the business planning
To be familiar with a business plan and itscomponents
To be able to use different analysis tools which will be presented in this module

Target groups

Members and stakeholders which operates into CCS sector and fin-tech industry.

CCl freelancers.

Start-ups in CCl sector.

Entrepreneurs that want to use creativity in their marketing and dissemination activities.
Regional multipliers.

Competencies and skills after finishing this module

After studying this module,

You will understand the importance of business planning
You will be able to identify the key elements of business plan
You will learn how to use some of the most used tools for business planning

Training method
Cultart learning philosophy promotes a unique engaging training method, based on the following aspects:

Short-burst learning sessions that feature very well structured learning content.

A deep sense of involvement and merging of action and awareness.

A sense of control and dealing with the task that you will find at the end of the module.
Enjoyment and provoking further interest.

Cultart focuses on an interactive training approach:

The modules as a training material for self-learning.
Using the interactive Cultart online training platform: moodle.Cultart.eu for facilitated training
sessions in a group with a professional trainer.

Unlike the lecturers into the face-to-face classroom that provide their students with guidance and some
additional directions, you have to take the responsibilities for the time management and for the control of
your learning progress.



Training content

Unit 1 - What is a business plan? Why do you need one?

Tags:
Business plan, entrepreneurs, components, importance, planning,goals

Unit 1 - Introduction

We are sure that you have heard the term business plan. Some of you may know what it means, some may
know what it contains, some may have done it, and some may havedone it several times. We assure you that
no matter what group you belong to, reading this section will motivate you to think about planning and
motivate you to start setting goals and plans to achieve them. We will briefly explain what a business plan is
and why you need it.

What is a business plan?
As you could read in the previous Module 1 - “Planning, organizing and managing — visualizing the
entrepreneurial journey” planning is the first step in the entrepreneurial journey. Business planning is a
decision making process and a systematic way of setting goals and activities that the board of directors, CEQ,
directors of different departments and the employees on a different level will pursue in the future. That
process should be put on paper on methodological way from which final output will be business plan. You may
find hundreds of different definitions about what a business plan is, but all that matters is that the business
plan is a strategic document which summarizes your current state, your goals and objectives, and how to
achieve them. Thereby, this document gives you answers to the following questions:

e Where are you now?

e Where do you want to go?

e How to get there?

Business plan contains explanations, information and analysis of different areas and aspects which concern
the operating and functioning of the business. Some of them are listed below:

e Businessidea

e Vision, mission, goals

e Products and services

e Consumers market

e Competition

e Marketing

Organisational structure and management
e Financial projections

All the listed areas are not definitive and they may be different from business to business, but they are the
core of most business plans.



In general, business plans are confidential documents with a lot of sensitive information intended for internal
use, primarily for the manager and the board of directors to manage and monitor according to the set goals.
If the company needs capital from external sources, the business plan can also be used by outsiders, such as
investors, bankers, but with appropriate adjustments.

Why do you need a business plan?

Why do you need a business plan? Good question, in fact you don’t need it at all. You can run your business
activities without a business plan. We are sure that you all know someone that runs a business without having
a business plan, but that does not mean that those businesses wouldn’t be even more successful if they had
one.

A study (D. Bygrave, William & Lange, Julian & Mollov, Aleksandar & Pearimutter, Michael & Singh, Sunil, 2008)
conducted on Babson College alumni who graduated by 1985 and 2003 shows that having a business plan is
not necessary predictor of the future success of potential start-ups. However, other study shows that
entrepreneurs who spent time to write one, are 2.5 times more likely to follow through and actually start and
run the business. (Gartner, William & Reynolds, Paul & Carter, Nancy & Shaver, Kelly, 2004)

Going through the process of creating a business plan improves entrepreneurial skills, business, competition
awareness and market knowledge. Writing a business plan is like creating a map of the path with the shortcuts
and obstacles which you are willing to go through.

If the aforementioned study doesn't motivate you enough to start planning, let us mention one more. In his book
“What They Don’t Teach you at the Harvard Business School”, Mark

H. McCormack talks about a study conducted at Harvard between 1979 and 1989, asking postgraduate students
at the university to answer the question: "Do you have clearly set written goals for your future and have you
made plans to achieve them?”. It turned out that only 3% of postgraduates have set goals and plans. 13% had
goals but did not put them on paper. 84% had no specific goals for their careers and future lives. Ten years later,
in 1989, researchers re-interviewed former postgraduates. They found that those 13% who had goals, but did
not put them on paper earn twice as much on average as those 84% who had no goals. However, can you guess
how much do the other 3% earned on average? Those who had clearly set goals and a plan for achieving them?
Double that of those 13% who have goals but haven't signed up? Five times more? The answer is, they earned
on average ten times more than the other 97% percent together! Is it astonishing how big the differences
between the groups are.

There are many reasons why do you need business plan, but the main reason is that business plan help to set
a pave for the way you go, reducing the risk through raising the awareness of the situation in which you are
and in which you want to be.

Recommendations for Further Reading

Since the development of a business plan requires to get useful information and make proper analysis of different
areas and aspects, Cultart recommends taking also Blended Training Module 1: Planning, organizing and managing
— visualizing the entrepreneurial journey”, Unit 3: “Organizing”, where you learn more about what organization
means and why it is important to form a team. Besides of exploring the organizational structure, you will be able to
spot the difference between minimum viable product (MVP) and minimum viable team (MVT).

References for Unit 1:

1. McCormack, W. J., & McCormack, M. H. (1984). What they don’t teach you at Harvard Business
School. London: Harper Collins Publishers

2. D. Bygrave, William & Lange, Julian & Mollov, Aleksandar & Pearlmutter, Michael & Singh, Sunil.
(2008). Pre-Startup Formal Business Plans and Post-Startup Performance: A Study of 116 New
Ventures. Venture Capital.

3. Gartner, William & Reynolds, Paul & Carter, Nancy & Shaver, Kelly. (2004). Handbook of
Entrepreneurial Dynamics: The Process of Business Creation.



Unit 2 — Sections of a business plan.
7ags:

Business plan, business plan components, vision, mission, goals, market analysis, consumers, competitors,
SWOT, Porter’s forces, Canvas model, PESTLE, marketing, organisational structure, management, financial
projections.

Once you understand the importance of a business plan, let's get acquainted with its components. We will
briefly explain its components in very simple terms, with as few definitions as possible and more examples of
real businesses, most of the cultural and creative industries. We will also give you tips and guidance when
writing vour business plan.

Unit 2 — Introduction
Executive summary

The executive summary is often considered the most important part of the business plan. This section briefly
tells your reader where your company is, where you want to take it, and why your business will be successful.
If you are looking for funding, the executive summary is also your primary (and probably the only) opportunity
to attract the interest of the potential investor. It usually appears first in business plan document.

The executive summary should explain what differentiate you from the rest and highlight the strengths of your
overall plan to attract the attention of the reader. Therefore, should be the last part you are writing and no
longer than 2-3 pages.

Description of the business idea/company

This part of your business plan provides a general overview of your business idea. In this section you should
give short description about:

e The type of your business, your business concept;

e Your vision and mission;

Short history of your company/origin of the business idea;
o What products and services do you (your business) provide;
e Describe the industry in which your business will operate;
o Describe your consumers, specify the market needs;
e How your business meets the market needs;
o How you differ from other competitors in the industry,
your advantagesover competition;
o Location of the business,
o Brief description of the manufacturing process and technology you use,
e Your qualifications, what make you the right man for the success of the business.

Providing information about the bullets points above will significantly contribute to the image creation of your
business in reader’s eyes, also to understand your business activities. If you are looking for funding, make sure
that you are explaining the business in manner that is understandable for your potential investors.



Vision, mission, goals

The first step in planning is establishing vision, mission and goals for your business. This section will help you
to establish yours, but if you have already established them, it will help to make sure that you shaped them
correctly.

o Vision statement is the perspective on the direction your business is going. It is a beacon that
illuminates your path when you are making decisions. It shows, in a perfect scenario, where your
business will be at least five-ten years for now. It presents the final result of your business existence,
your dream. Vision statement often are published externally, but are used and internally. Usually
they are no longer than 1-2 sentences in which with simple words and phrases you will express
ultimate long-term goal of your business. Excellent example is Microsoft’s first vision “A computer to
every desk and every home”.

e Mission statement is general statement which explain how you will achieve the vision. Same as vision
need to be short and easy understandable. Some mission statements contain one of two goals.
Google's mission is a good example of mission statement: “Our mission is to organise world’s
information to be accessible and useful”. TED’s, too “Spread idea”.

o To pursue your vision and mission statements you should set goals, themilestone you need to reach
to be a step closer to your vision. Goals should be set SMART (Specific, Measurable, Achievable,
Relevant, Time-Bound).

i k.
SMART

Specific
Measurable
Achievable
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Time-Bound

X >

Model 1. Pyramid scheme of vision, mission, goals and SMART

Market analysis

The market is the place where the whole action is happening, the gladiator arena in which entrepreneurs
battle their battles. Just like gladiators that are trying to take advantage of their strengths and discover the
opponent's weaknesses in order to overcome him and give him the last blow, entrepreneurs are trying to
defeat their competitor and conquer their customers.

When someone is talking about market analysis is often referred to consumer's market analysis. Consumer’s
market is one of the aspects when you should consider when you are analysing the market, but it’s not the
only one. On the market you are not affected only by consumers, but also by competitors, suppliers, tax
legislations and other regulations, economical environment, social norms etc. To understand and identify
the environment in which your business will operate you need to do several types of analysis and surveys. In
the next few subunits we will present the most commonly used analysis frameworks and tools. We will also
provide instructions, templates, and examples to help you learn and apply your business plan more easily.



e Consumer analysis. First, you need to define your target groups! Many businesses make a mistake
when they are thinking that they don’t need to target their audience. Without defining your target
group, you won’t know the needs and desires of your costumers. Get information about your target
groups. What are the most important needs of your potential customers which are not satisfied?
Are these needs met? What's the demographics of the group and where are they? Are there any
seasonal or cyclical buying trends that can affect your business? What is the size of the primary
target market? What are the trends among your costumers?

e Competition analysis. When you are going to sell your products and services onthe market, you will
face competition. Some of them will be established businesses which are operating in the market for
many years. So how you will compete with that kind of competition? Make a research about your
competition, because whether the company is on the Fortune 500 list or a start-up with a few
employees, they all have their strengths and weaknesses. What's their market share? What is your
position on the market among competition? Which products and services are they offering? How do
they produce them? How are they marketing them? Gatheringinformation about these questions will
help for better positioning on the market and creating optimal market strategy.

SWOT analysis

One of the most used tools in every strategic or business plan is the SWOT analysis. The SWOT analysis is a
powerful tool whose purpose is to give a synthesised view of your current state, developed by American
business and management consultant — Albert S. Humphrey. The term SWOT analysis is an acronym for
Strengths, Weaknesses, Opportunities and Threats. Often to SWOT analysis is referred as internal-external
analysis because takes into account internal factors (strengths and weaknesses) and external factors
(opportunities and threats). SWOT is usually presented as a 2x2 matrix in which are factors are listed and
grouped appropriately depending on whether the factor originates from the organization or the environment
and whether it has a positive or negative impact on the organization.

Strengths and weaknesses are internal factors that you can directly influence. Whether or not they will prevail
depends on your past decisions as an entrepreneur. Identifying these factors will help you in the future to
build and capitalize on strengths and eliminate or minimize weaknesses. As you can see from the example
below, as strength is mentioned to quickly respond to market changes which is result from its size and
organisational structure. Missing expertise, is also an internal factor, it is a weakness since the lack of expertise
can negatively affect the business.



Image 1. SWOT analysis example for start-up
Source: https://www.visual-paradigm.com/guide/strategic-analysis/what-is-swot-analysis/

Opportunities and threats are external factors that you cannot directly influence, but is important to identify
them to take advantage of the opportunities offered by the environment, but also avoid threats to your
business that, at first you may not have been aware of. An opportunity for a start-up is that can quickly grow
and raise market share, but on the other side the larger established companies may represent a threat to them.

Where can you find the information to answer these questions and to create the SWOT analysis? For internal
factors you can hear the opinions from your top management (executive director, board), partners, suppliers,
customers, employees, internal reports, KPIs (key performance indicators). For the external factors you can
use sources like global trends, industry trends, industry associations, chambers of commerce, market,
competitors etc.

When you finish the SWOT analysis, use it. The most common mistake entrepreneurs and managers are
making is that despite devoting their time and resources to properly prepare the SWOT analysis, they still do
not use it. SWOT analysis will help you to evaluate your current state, to develop and set goals, to evaluate
different strategies, to identify potential barriers to growth etc.

Porter’s five forces diagram

This framework is useful if you want to understand the industry in which you are operating or starting a
business. It identifies and analyses the five competitive force which are defining the nature of the industry
and shapes the company’s strategies. It gives us answer to the question “Why some industries maintain high
profits, why others don’t?”. This tool was first published in 1979 in Harvard Business Review. Since then
becomes one of the most used tools because makes you to understand what forces in your environment
direct affects your profitability. It encourages you to expand your view beyond competition, for the reason
that on the market you are competing for profit not only with direct rivals but also with customers, suppliers,
potentially new entrants and substitute products and services.


http://www.visual-paradigm.com/guide/strategic-analysis/what-is-swot-analysis/
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Image 2. Porter’s five forces diagram
Source: https://www.business-to-you.com/porters-five-forces/

Bargaining power of suppliers shows us the power of suppliers in determining our price. If there are
a small number of suppliers on the market they will have a major impact on the price of your product
and chances for making profit and vice versa. Many of the graphic designers are using combo Apple —
Adobe. This could be a problem if one of them raise the prices for their products, since there are not
many substitutes available and switching cost are high, ceteris paribus, immediately will cut down the
profits of the designers.

Threat of new entrants on the market may increase the competition among established businesses.
This force largely depends on barriers to market entry and the profits in the industry. In highly
regulated industries and in industries where the initial investments are substantial, the chances of
new competitors entering the market are minimal. This is the weakest force in graphic industry, since
the barriers for entry are very low or none. Pretty much everyone can enter the market. One only needs
to get a version of Photoshop (or other program) and have a connection to internet.

Bargaining power of the buyers shows how much pressure they can put to the businesses. In the
markets where there are not many buyers, they usually have a lot of power to influence on prices,
conditions or other. Besides the number of buyers and sellers on both sides of the scale, there are
other factors that determine the purchasing power, such as switching costs, price sensitivity, size of
each costumer on the market etc. The services of graphic designers are demanded on the market since
there are numerous buyers. A graphic designer can decide whether to workfor some company as in-
house designer, as freelancer or both since the bargaining power of the buyers of these services is
relatively low.

Threat of the substitute products often is not considered at all. All businessprimary focus on their
direct competition. The threat of substitutes is increasing as the price of your products and services
increases. Your consumers could replace it with another product that meets their needs in another
way. Graphic designers often specialize in some discipline, so the supply is segmented, but if the prices
in any discipline go up it will attract more graphic designers to engage in that discipline. Another
example for threat of substitute is transport industry. If airfare prices were to rise significantly, some
passengers would consider alternative car or train transport, especially this is important for Asian
travelers who can use “bullet” trains instead of airplanes.

The last, but not least force on Porter’s diagram is Rivalry among existing competitors. Shows the
concentration of the current competitors in the industry. If there are many competitors with no big
difference in the size, the rivalry will be high. In this case competitors are lowering their prices to
attract as many clients as possible, and the winners of this scenario are costumers. They will get their
products for a price lower than it would be if there were no intense rivalry among existing competitors.

10


http://www.business-to-you.com/porters-five-forces/

PESTLE analysis

PESTLE (also can be found by acronym PESTEL) stands for Political, Economic, Social, Technological, Legal and
Environmental factors. As you can assume from the factors mentioned above, it is an external factor analysis.
This is another tool or framework which will help you to better understand external macro-environmental
factors how they influence on your business. Some of these can be vital to the operation of your business.
Some may not be as influential at the moment, but may in the future be part of a vital set of factors.
Therefore, through this analysis you systematically identify all the environmental factors.

There are several variations of this analysis depending on the industry in which business operates the certain
factors may be included or omitted. The basic analysis was composed from four factors: Political, Economic,
Social, Technological. Like other tools, this analysis to make it applicable to more businesses has been
expanded by several factors. First in line, were Legal and Environmental factors.

The following chart contains some of the macro-environmental factors which should be include in this analysis.
To see full list of factors please visit: https://www.business-to- you.com/scanning-the-environment-pestel-

- Government Ec r
policy owth
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stability I

- Corruption = [ emst rates

- Foreign trade - Inflation rates
policy - Dls;h}e

- Tax policy come

- Labour law — L ploy-
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Image 3. Graphic presentation of PESTLE model
Source: https://www.business-to-you.com/scanning-the-environment-pestel-analysis/

All these factors are macro-environmental and affect all business industries, but with different Intensity. For
example, agriculture is most affected by Environmental factors, especially weather and climate changes, for
business which are making foreign trades most important factors are Economic factors like exchange rates,
inflation rates etc. In your case, for Cultural and Creative industries you should pay most attention to Social and
Technological group of factors. Age distribution of the population, lifestyle attitudes, cultural barriers, new
technologies are some of the factors which will determine your success or failure.
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Business Canvas model

Business Canvas model was originally developed by Alexander Osterwalder, and it was further polished with
the help of over 400 entrepreneurs from 45 countries. It integrates nine key structure blocks of business into
a one-page layout, so you can see all of the important information in one place. It's great tool for
entrepreneurs who want to get the picture business model without creating completed business plan.
Essentially it tells us how key drivers of the business fit together, and explain how the business operates. The
structures blocks are following:

1. Value Proposition block is the core of the canvas model because it shows what value proposition your
business offers to the market, why customers are attached to your business. It answers the question
“Why clients are buying our products and services?”. At the beginning you would offer one or two
products and services, but with the growth of your business the assortment will increase. As you can
see from Sam Smith’s Canvas model (see the image 5) there are five value propositions listed. He writes
and records music, video, documentaries, remixes, collaboration with other artist, associate with
brands etc. But he did not do all these from since the start of his career. For further knowledge please
refer to Module 1: “Planning, Organizing and Managing — Visualizing the Entrepreneurial Journey”,
Unit 2: “Planning”.

2. Customer segments. This block includes your customers. Are they segmented by their needs,
importance and size? Customer’s segmentation is important to understanding their needs which is
starting point when you are creating your products and services. If you see the Sam Smith’s customers
block you will see that they are segmented to six-seven groups. All of those have different
characteristics and need. For example, needs of the fans are to record more songs, to do morelive
concert, but for fashion brands needs are connected with dressing their brand, making promotional
videos etc.

3. Channels. After defining your value proposition and customers you need tochoose which methods
you will use to deliver the value propositions (your products and services) to the customers. How they
buy your products and services? How dothey get your products and services? Sam Smith does touring
with live concerts, shows on TV, shares information through social media.

4. Customer relationships. How do you get, keep and grow your customers? The answer of this question
you should get from this block. Different business models have to develop different ways to cultivate
relationships with the customers. For regular costumers you can make different discounts through
club cards orsomething similar.

5. Revenue streams. How does your business earn money? Where does the money come from? This
looks like it is simple, but it’s not. You have to choose yourstrategy to capture most of costumer’s
money. Will the customers pay a onetime fee, monthly subscriptions or you will give part of the
products/services free and sell the complementary products at higher price?

12
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Image 4. Business canvas model template.
Source: https://slidemodel.com/business-model-canvas/

_ SlideModel.

Key activities. What are the most important activities you run day to daybasis? They have to be directly
linked to creating a value propositions. If you are web developer, some of your key activities will be
creating websites for your clients, keeping up with the latest software and hardware technology.

Key resources. All businesses spend resources to create value propositions. What are the key
resources that enable your business to create value propositions? Are they physical, human, financial,
intellectual? In creative industries often the humans are key resources. Can you guess which is key
resource of the Sam Smith? It is obvious that is his voice.

Key partners. In most businesses some activities are conducted by outsiders- outsourcing. This is more
common in developed economies. These are your partners. You have to choose who are the key,
without them you can’t run your business or will be very difficultly and costly to replace. For Sam Smith
they are music labels, music producers, radio and TV stations etc.

Cost structure. By doing the key activities you use resources that have a certain cost. This list can be
very long, but you have to know 100% of your costs where are made. Are they fixed or variable costs?
A complete knowledge of your expenseswill help you make important decisions. What costs are
unavoidable, which can be reduced, how much money you need to run the business on a daily,
monthly and yearly basis? Costs have an immediate impact on reducing your profits, hence they are
important in the overall business model.
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The following table is Business Model Canvas for the famous singer Sam Smith. As you can see these tools can
be used by every company regardless the industry in which operates, size, revenue which makes or numbers
of employees. Can be used for artist and creative workers too.

KEY ACTIVITES VALUE PROPOSITIONS CUSTOMER CUSTOMER
B MOIDELF Unique “soul” * Write, record music PRESTIREIES SESRAETES
SAMSMITI voice/vocal range remixes, Interaction via social Fans/ fans of his
(very much first collaborations etc. media (tweets, Q&As), orientation
mistaken for a black *  Music videos, showcases in various although not
KEY PARTNERS singer when heard) documentaries countries, i(ntentiognally
Recoriisbais Ph_VSiCEH.W and " _ShOW‘.IaSGS- competitions etc. marketable, it can
Radio stations <L3.l;lentatlon/natu re lr)tewlews, Q&As The ‘co4ntent-W|th|n his l?nng in new
Music channels (online) ife story . * Live p.erforn']ance music i.e lyrics, listeners due to
Brands Opportunities for * Associate with brands, instrumentation etc. the content he
5 " various collaborators campaigns etc. Rather than voicing brings in his music)
Social media networks. e iz ‘
(whom's singles have out to a specific group Fashion
Collaborators/fam-ous A f .
ks charted) of listeners, being able brands/campaigns
celebrity friends e
EE s to bring in a vary etc. Record labels
KEY RESOURCES Yenues
Campaigns
Voice CHANNELS Tabloids/online
Overall quality within press
the industry Social media TV shows
Social life in some way Radio stations (BBC 1,
(the way he behaves 6 etc.)
affects the outcome of * TV (interviews,
the plan (in someway documentaries etc.)
credibility) * Touring/showcasing
* Merchandise
COSTS REVENUE STREAMS
s Personal requirements (health, clothing, living conditions, personal * Touring
vocal trainer(s), instruments etc.) ¢ Merchandise
* Travel * Radio
* Team (producers, engineers, accountants, managers) ¢ TV
* TV/Radio * Royalties via streaming/songwriting
* Song releases

Image 5. Business Canvas model for singer Sam Smith
Source: https://davsjollyjournal.files.wordpress.com/2014/10/business-model-sam-

smith.jpg

Marketing mix — 4Ps

Perhaps the most vital aspect of every business is marketing function. You may have very unique and good
business idea, very good employees which will produce qualitative products and services but if you don’t know
how to sell them your business failure is guaranteed!

To better understand the marketing, we will use the basic marketing mix —4Ps model. It is composed by 4 key
elements: Product, Price, Promotion and Place. The name is an abbreviation of its components.

e Product (includes and services) means what your business can offer to the targeted market and how
is different from the others. Why your product is better? Is because the quality, design, packaging,
warranty or it’s something else?

e Price is about how you are pricing your products and services. Are that pricedbased to the cost that
you are making increased by some margin? Are prices similar to your competition? Maybe you are
prices are adjusted to penetrate to new markets or you are asking premium price? Choosing the right
approach for pricing you are products will have huge impact on your sale’s numbers.
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Promotion is often mistaken with the marketing. Promotion is part of the marketing which includes
forms and channels through you reach your customers, how arethey informed about your products.
Do you use social media to advertise your products and services or you are using more traditional
methods?

Place is about how your customers reach your products. Are they available in local stores? Can they
buy your products online on your website or through e-mail oreven on some specialised online selling
platform? Or you are selling your products direct to your clients? What are the primary distribution
channels that you use?

PRICE
«What is the value of the

product or service to the
buyer?

» Are there established
price points for products
or services in this area?

»ls the customer price

sensitive?

»What discounts should be
offered to trade
customers?

«How will your price
compare with your
competitors?

TARGET
MARKET

PLACE

«Where do buyers look for PROMOTION
your product or service? o Where and when can you get
« If they look in a store, what ) across your marketing

kind? | messages to your target
« How can you access the market? _
right distribution channels? e Will you reach your audience by
« Do you need to use a sales | advertising in the press, or on
furcv(-:; / TV, or radio, or on billboards?
. Whal-do you competitors. - sWhen is the best time to
do, and how can you learn promote? ]
from that andior y « How do your competitors do
differentiate? 4 their promotions? And how

does that influence your choice
of promotional activity?

Model 2 G-rdphic presentation of 4Ps model

Also marketing department should define the profile of your customers, which will help you to better
determine their needs and to develop products and services to satisfy them.
Answering all these question is crucial for developing your marketing strategy.

Since original 4Ps model was more suited for more traditional product oriented businesses, Bernard Booms
and Mary Bitner expanded and modified the original model with additional 3 elements to satisfy the needs
of services type of business.

People are those who work in the business organisation. This element is important because people
— employees are those who deliver the service. To create a large number of satisfied and loyal
customers, you need to hire people who believe and share the same values with your company. If
you know how to find and select the right people you will have a competitive advantage over your
competitors. You will also have satisfied and highly motivated employees. There is a high level of
correlation between these two segments.

Process of creating and delivering services is related to making costs. Make sureall the processes
and systems that are going on in your business are necessary and contribute to value creation.

Anything outside this framework is just spending extra money and reducing profit.

Physical evidence is everything that customer see when is doing business with you. This element
includes: environment when your business deliver productsand services, the package itself, logo etc.
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Can you guess the name of the expanded marketing mix model? Of course, the name is 7Ps.

For further knowledge about marketing please refer to the Module 3: “Marketing Strategy and Elements of
the Marketing Mix”, Unit 2: “Elements of the Marketing Mix”.

Management and organisational structure

From many investors you may hear statements like "We don't invest in the idea, but in the team, the team
implementing it is more important to success than the business idea itself” or “the idea is as good as the good
team behind it". This may be even truer about businesses in creative industries, when human resources and
talents are fundamental for success.

In this section of the business plan, you should explain and prove why you and the people in your team are
right men for the tasks. What is your education and experience in the field?

What are your skills? What knowledge and skills will you look for in your employees? How many you will need
for successful implementation of your idea. How you will choose them, how you will organise them? In the
next few paragraphs, we will briefly explain what is organizational structure and most common types.

Every company has its own organisation structure. Organizational structure can be described as the systematic
process of delegating power, authority and responsibilities among the employers. Also involves how a business
is organized to achieve their specific goals. An organisation can be structured in many different ways, depends
from its size, industry, costumers and goals. But here we will present you only the four most common types
or organisational structures.

e Functional top-down organisational structure reflects a traditional business structure where the
employees are divided into different functionaldepartments depending on their qualifications and
skills. In most cases, they are some core departments like finance and administration, marketing and
research, human resources, sale. Most of the businesses are structured by this organisational

structure.
CEO
Finance and Marketing and
administration research Human resources Sales

Model 3. Graphic presentation of functional organisational structure

o Divisional structure can be implemented in businesses where the costumers arein different areas or
have different products. Usually, large organisations which are operating globally can be organised in
this way. So, the whole organisation is made up of divisions that are broken down by the product they
produce or the market they sell. They are separated from each other and function as semi-autonomous
units, but they are part of the whole company and answerable to top management and may share common
departments. For example, BMW has divisions for SUVs and sedan cars. Different types of cars are
produced in different factories which are structured as divisions. Most of the BMW’s Sports Activity
Vehicles (SUVs) models from X line- up are made in South Carolina. Below is a graphic presentation of the
divisional organisational structure.
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CEC

O]
Europe market division Asian market division L Am;:ﬂ_csaior:arket
S 2 S]
Sales marketing Sales marketing | Sales marketing
departmant department department
Production department Production department — Production department
Account department Account department ! Account department

Model 4. Graphic presentation of divisional organisational structure

e Flat structure is popular among small businesses where there few employees andis no need for a
different level of management between executives and staff. It leads to greater inclusion of the
employees in the decision-making process and their innovativeness. Also executive director can
directly supervise the process of products and services creation process. One of the companies that
are organised on this way is world known Valve, creator of the of most famous PC games Counter
Strike and Dota 2.

Executive director

?

Employee Employee Employee Employee

Model 5. Graphic presentation of flat organisational structure

There are several reasons why small businesses are organised in this way. Flat organisational structure reduces
the operational costs, because there is no need to spend on hiring managers on different levels. Also,
increasing employee involvementin the decision-making process increases their motivation and satisfaction and
improves overall communication within the organization.

e We have a matrix organization when are applying the functional and project principles during grouping
the employees. The combination of the two principles is intended to take advantage of both types of
organization, functional organization efficiency and project organization flexibility. This way of
organizing seems simple, but the staff are responsible to two supervisors, a functional and a team
manager.
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CEO

Project director Production department Marketing department R&D department

© o o )
Project 1 Production staff Marketing staff R&D staff
Project 2 Production staff Marketing staff R&D staff
Project 3 Sl ITEE Marketing staff R8D staff

Model 6. Graphic presentation of matrix organisational structure

Financial projections

All the effort spent in doing different types of business plan analysis will be pointless if we fail to prove through
numbers that our business will succeed. In this section you will do the financial projection to check if your
business idea is worth it at all. Many times business ideas that looked great at first, turned out to be
unprofitable after all the costs and revenues have been properly calculated. The quality of the information
you enter into this part of the business plan will determine on whether you are able to achieve your financial
goals. Many businesses make the mistake of overstating sales figures which causes distortion of the image of
their business.

Let’s get started with the basics. To make a profit, your costs have to be lower than your revenue. These are
the two quantities that will determine on whether we have positive or negative financial results. Revenue is
the total amount of money that you are making by selling your products and services. All the money that you
are spending to be able to sell those products and services are the costs. If there is money left after this
equation, you will make a gross profit. After you have disbursed some of that profit to the tax authorities, you
will have a net profit. A detailed knowledge of revenue and expenses and their characteristics is necessary to
make the right business decisions, especially the structure of the costs. The basic cost breakdown is variable
and fixed.

Fixed costs are those costs that do not change regardless of the number of products manufactured. As the
number of products and services increases, the price per unit of product decreases.

Variable costs increase with increasing the number of products. For example, if you are a graphic designer and
your office is rented, no matter how many projects you complete you will pay the same amount, but if you have
employees which are you paying for finished project your costs will increase with the increase in completed
projects. So you should strive to increase the volume of products and services, so that you have lower unit
costs.

In this section you need to make financial projections on your sales and costs. How much of your products and
services are you planning to sell? In which period of the year? When will most of the costs incur? Often there
are discrepancies with regards to when the costs occur and when the money flows in. How will you finance
your business in those periods? The answers to many of these questions lie in the very nature of the business
as well as in the main financial statements: Balance Sheet, Income Sheet and Cash flow. For further knowledge
please refer to Module 5: “How to finance your business growth”, Unit 3: “Measuring Business Growth”.
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ecommendations for Further Reading

It is advisable to take also Module 3: “Marketing Strategy and Elements of the Marketing Mix” to further
develop and adjust your marketing plan to your needs. Also it is strongly recommended to take and the module
Module 5: “How to finance your business growth”, Unit 3: “Measuring Business Growth” to be able to ask the
numbers they say about yourbusiness idea or your business.
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