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Course Descriptors 

 
Course title: Start-up projects business planning 
Course unit code IDP-V 
University delivering 

the course:  
KhNUE, NAMEK, SSU, TNTU, ASEM, KDU, BSU 

Type of course unit Optional 
Level of course unit Masters level 
Number of ECTS 

credits allocated 
 
3 Credits (75-90 hours of student work) 

Mode of delivery  lectures, seminars, trainings, business games, moderations, distance 

learning etc.  
Prerequisites  no  

 

Learning outcomes of the course unit 

 
Business Core Learning Goals 

1. Students will be skilled in critical thinking and decision making, as supported by the appropriate 

use of analytical and quantitative techniques. 

2. Students will apply functional area concepts and theories appropriately. 

3. Students will be effective communicators who can prepare and deliver oral and written 

presentations using appropriate technologies. 

4. Students will be sensitive to the ethical requirements of business activities. 

5. Students will tackle strategic and organizational challenges with innovative solutions. 

 

On successful completion of the module, students will be able: 

 
1. To research progressive experience in a field of start-up movement and entrepreneurship 

2. To determine objectives of development and a structure of a business project 

3. To apply strategic planning while choosing an alternative for developing business 

4. To determine a structure and succession in developing a business project in a certain sphere of 

business 

5. To research factors of external environment and develop a marketing plan 

6. To research factors of internal environment and develop a plan of resource supply 

7. To determine organizational aspects of a business, distribute obligations and responsibilities for 

implementing a business project 

8. To develop a strategy of financing, to evaluate risks and breakeven point of a business project 

9. To carry out an expertise (a crash test ) of a business project 

 

 

Course contents 

 
List of the main sessions of the course. 

1. A business plan in a market system 

- Lecture, seminar. 
- Business game «Solve a puzzle of business», teamwork. 
-  

2. Preparatory stage of a business plan development 

- Lecture, seminar. 
- Business game «Business model CANVAS», teamwork. 
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3. Succession of a business planning process 

- Lecture, seminar. 
- Moderation «Concept of business», 

- Mini training «FIRST CAPITAL - FIRST STEPS». 

4. Research factors of external environment and development of a marketing plan 

- Lecture, seminar. 
- Training «FIRST CAPITAL - GLOBAL» (development of a marketing plan),teamwork 

 

5. Research factors of internal environment and development of a production plan 

- Lecture, seminar. 
- Training «FIRST CAPITAL - GLOBAL» (development of a  production plan), teamwork 

 

6. Development of an organizational plan 

- Lecture, seminar. 
-  Training «FIRST CAPITAL - GLOBAL» (development of an organizational plan), teamwork 

 

7. Development of a strategy of financing and a financial plan 

- Lecture, seminar. 
-  Training «FIRST CAPITAL - GLOBAL» (development of financial plan), teamwork 

 

8. An expertise of a business project 

- Lecture, seminar. 

- Business games «Strict judge». 
- Presentation the group project. 

 
 

Through case studies and panel discussions the  Start-up projects business planning course will examine 

functional management challenges in startups, such as: 

Succession of a business planning process  

Development of a marketing plan  

Development of a production plan  

Development of an organizational plan 

Development of a strategy of financing and a financial plan 
 

Recommended or required reading 

 
 

1. Steven G. Blank (2006) The Four Steps to the Epiphany. – Third Edition, 231 р.  

2. Brad Feld, Jason Mendelson (2013)Venture Deals: Be smarter than your lawyer and venture 

capitalist. – Second edition, 288 p. 

3. Alexander Osterwalder (2004). The Business Model Ontology - A Proposition In A Design 

Science Approach. PhD thesis University of Lausanne. 

 
Additional readings 
 

1. Writing a Successful Business Plan. [Electronic recourse]/ 

http://www.grantnet.com/HelpfulReports/businessplan.pdf 

2. Research the causes of unsuccessful start a business [Electronic resource]/ Management 

Consulting Group PLC. – Access mode: http://www.mcgplc.com. 

3. How To Prepare A Business Plan That Gets Results [Electronic resource]/ 

http://www.nebs.ca/pdf/business/Business_plan.pdf 

http://www.hec.unil.ch/aosterwa/PhD/Osterwalder_PhD_BM_Ontology.pdf
http://www.hec.unil.ch/aosterwa/PhD/Osterwalder_PhD_BM_Ontology.pdf
http://www.grantnet.com/HelpfulReports/businessplan.pdf
http://www.mcgplc.com/
http://www.nebs.ca/pdf/business/Business_plan.pdf
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4. The Elements of a Business Plan: First Steps for New Entrepreneurs [Electronic resource]/ 

https://www.extension.purdue.edu/extmedia/EC/EC-735.pdf 
Recommended Website Readings 
http://planmagic.com/ 
http://www.business.gov.au/Howtoguides/Thinkingofstartingabusiness/Pages/HowdoIwriteabusinessp

lan.aspx 
http://www.bdc.ca/en/advice_centre/tools/business_plan/Pages/default.aspx 
http://www.business.vic.gov.au/operating-a-business/how-to-start/business-planning 
http://www.businessmodelgeneration.com/ 

 
 

 

Planned learning activities and teaching methods  

 
- Lectures, seminars, business games. 
- Group projects preparation - Business plan for small business combined consultations, 

moderated student work, presentations of the results. 
- Independent work, in particular, dealing with study of web-based informational sources, data 

collecting, analysis and elaboration of marketing strategy for startups and services, etc.  
For distant learning 
Tutor led web-based sessions provide the broad methodological and conceptual framework for 

students’ learning as each major section is introduced. 
Web-based seminars are used to explore these methods and concepts, and to explore the 

application of principle to factual scenarios of increasing complexity.  
A programme of guided study is used to support both lectures and the seminar programmes. 

Students are expected to participate in a web-based discussion on the topic set by the lecturer. 
There is a greater emphasis on independent learning. 

 

Assessment methods, criteria and regime 

 
The assessment regime allows students to develop skills and knowledge and apply them through a 

formative/summative coursework assessment.  
 

Assignment Brief (elaboration and assessment of business idea) – weighting 100% 
 

 
Skills and Personal Development Plan Statement 

 
This course (module) provides the opportunity for students to: 

1. Distinguish business plans, project charters and project plans 

2. Understand what business idea is and what reasons lead to its development.  

3. Find out the goal of developing the business mission and the requirements to the future 

goals.   

4. Learn to classify the factors of both direct and indirect influence and show them by 

means of the business plan specific factors.  

5. Compare the strong and weak sides of the future business project with the opportunities 

and threats of the external environment while using SWOT-analysis methodology.  

6. The use of  the process  of strategic planning in selecting alternatives to business 

development 

7. Determine the structure and logic of the development of the business project in a specific 

area of business 

8. Identify the importance and the need for a good marketing plan 

https://www.extension.purdue.edu/extmedia/EC/EC-735.pdf
http://planmagic.com/
http://www.business.gov.au/Howtoguides/Thinkingofstartingabusiness/Pages/HowdoIwriteabusinessplan.aspx
http://www.business.gov.au/Howtoguides/Thinkingofstartingabusiness/Pages/HowdoIwriteabusinessplan.aspx
http://www.bdc.ca/en/advice_centre/tools/business_plan/Pages/default.aspx
http://www.business.vic.gov.au/operating-a-business/how-to-start/business-planning
http://www.businessmodelgeneration.com/
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9. Determine the key components of a marketing plan and its details 

10. Identify internal resources necessary for the activity  

11. Know how to prepare a production plan  

12. Determine the organizational aspects of the business 

13. Allocate duties and responsibilities for the implementation of the business project  

14. Understand the key elements of a financial plan 

15. Determine and interpret risks, calculate and evaluate breakeven point of a business 

project  

16. Understand the concept and terminology of analysis of the business plan 

17. Understand the range of tasks involved in undertaking rigorous evaluation and analysis 

18. Understand the importance of analysis and evaluation within it 
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1. A BUSINESS PLAN IN A MARKET SYSTEM 

 

Learning Objectives 

 

After studying this chapter you should be able to: 

1. Determine the role of business planning in a market system 

2. Distinguish business plans, project charters and project plans 

 

Key words: business idea, business plan, venture capital, start-up project, start-up company, 

entrepreneurial activity, entrepreneurship. 

 

The economic development of market management system is considerably connected with the 

development level of technologies, novelties and economic agents activity. The success of the world 

leading countries became possible owing to the initiative work of economic agents through the new 

ideas commercialization. Usually business ideas financing is carried out by means of venture capital. 

At the same time the best and the most perspective ideas of the start-up companies are selected. 

 

First the term 'start-up' as a newly established company (project) has been used in 1939 by 

David Packard and William Hewlett, the students of Stanford University. Silicon Valley had already 

been the centre of entrepreneurship that focused on high technology development. These days 

electronic, Internet and biotechnology companies are among the most-common start-ups1 

 

Start-up projects are developed and implemented according to standard templates of business 

plans that show the very aspects that are interesting for investors. Business plan is the complex 

planned document setting out the measures of a business ideas implementation for the purpose of 

getting profit during the stated period. Usually a business plan has planning horizon of three, five or 

ten years. A business plan of new companies is drawn up by many businesses for the purpose of 

raising capital or forecasting the activity volumes and cash flows relating to a specific project within 

an organization (Figure 1.1).  

 
Figure 1.1. The views of business plan 

                                                 
1 Что такое стартап? [Electronic recourse]/ http://constructorus.ru/finansy/chto-takoe-startap.html 
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The plan should quantify maximum possible goals, securing monthly cash flows and 

production figures for at least the first two years, with diminishing details in the following years; it 

must also plan its strategy and tactics that it is going to use for the reaching its objectives. Expected 

profit and loss calculations must form the part of the quarterly business plan for minimum two years, 

and the annual basis thereafter. For the groups of companies the business plan is often named a 

corporate plan.  

The importance of business plan is determined by the following: 

 the possibility to measure the  project viability within the market competitive conditions; 

 the availability of guideline that show  what way the project (start-up company)  should be 

developed; 

 opportunity of external investors financial support; 

 understanding of start-up companies market position; 

 assistance in analysing of development prospects of branch, market, product (service) and 

getting a new angle on start-up companies, their problems and  development prospects; 

 determining of levels of  start-up companies viability and future capability;  

 entrepreneurial activity risk reduction; 

 concretization of business prospects in the form of quantitative and qualitative development 

(growth)  indicators system; 

 gaining of planning experience; 

developing of perspective view of start-up company and its environment, possibility of 

strategic plans development. 

The business plan of start-up projects is estimated by potential investors estimate  in 

accordance with the following  key aspects (that is why these things should be present at business 

plan, see Figure1.2): an idea; a team; a technology;  risks and profits; a market characteristics. 

 

 
 

Figure 1.2. The key elements of business plan 
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The business planning process should start from defining business need (Figure 1.3). 

Thereafter is necessary to identify goals and clarify the expected result. It will help to allocate 

resources, roles, and responsibilities2. 

 

 
 

Figure 1.3. Business Planning Input / Output Diagram 
 

The aims should be tested to make sure that there are all assets and possibilities for their 

implementation. SMART- technique is the most common technique that is used for aims assessment2.  

The next thing that should be pointed out is the stakeholders of start-up companies. Most 

companies have many stakeholders, which influence the result of companies’ business activities3. 

That is why, it's important to make a list of stakeholders while business planning. 

Business planning should be carried out according to specific principles: 

1. The principle of foundation of aims and objectives of the start-up company. Clearly 

defined aims are the start point of planning.  

2. The principle of consistency. According to it the planning is an integral system of plans 

that covers all areas of entrepreneurial activity; 

3. The principle of scientific approach. It requires consideration of the prospects of 

scientific and technical progress and application of scientifically based standards for progressive use 

of all resources; 

4. The principle of continuity. It is considered as a parallel combination of current and 

advanced planning; 

5. The principle of a balanced plan. It shows the quantitative correspondence between 

related sections and plan performance, between necessary and available resources. 

There are lots of standards used for the successful business planning. A few of them are 

presented at the Figure 1.4.  

                                                 
2 A Guide to the Business Analysis Body of Knowledge / IIBA. –Version 2.0, 2009 
3 A guide to the project management body of knowledge / Project Management Institute. – Fifth edition. 2013. 
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Figure 1.4. Start-up projects Body of Knowledge 

 

It is well known, that business planning includes the creation of business plans. But it is also 

important to make project charter and project management plans (Figure 1.5).  

 
Figure 1.5. Business Planning Process 

 

These planning instruments fill not only the need in getting investment, but also the further 

need in start-ups planning activities (Figure 1.6). 

 

 
 

Figure 1.6. Planning Onion Diagram 
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After you have defined the project plan and distributed out the necessary resources of the 

plan, it can be possible to schedule the work according to resource availability. The plans also help to 

measure the work planned versus work performed, and to manage existent deviations. 

 

Conclusion. Business planning is a specific field of business activity of entrepreneurship. 

Business planning is an integral part of any business project. Business planning is necessary to 

attracting internal investment and improving business performance. Business plan is the complex 

planned document setting out the measures of a business ideas implementation for the purpose of 

getting profit during the stated period. 

The effectiveness of business planning occurs only after the project implementation in the real 

(production or) market conditions. During the implementation of the business project the schedule of 

main stages of the work is developed and the adjusted cost estimate is formed. 

 

Discussion Questions  

1. What is the need of business planning? 

2. What is the difference between business plan and project charter? 

3. What are the advantages and disadvantages of business plan usage? 

4. Do you know the characteristics of start-up project business planning? 

5. Can you think of any issue concerning business planning? Give the examples. 
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 2.  PREPARATORY STAGE OF A BUSINESS PLAN DEVELOPMENT 

 

Learning Objectives 

 

After studying this chapter you should be able to: 

1. Understand what business idea is and what reasons lead to its development.  

2. Find out the goal of developing the business mission and the requirements to the future 

goals.   

3. Learn to classify the factors of both direct and indirect influence and show them by means 

of the business plan specific factors.  

4. Compare the strong and weak sides of the future business project with the opportunities 

and threats of the external environment while using SWOT-analysis methodology.  

 

Key words: business idea, business project mission and goals, strategy, external factors, 

internal possibilities, SWOT-analysis, key success factors. 

 

The leverage and headstone of any business is the idea that can be defined as a nonmaterial 

thing that by its nature is very similar to a human thought. However, it is not a simple thought. It is a 

creative search that pays off and in the future transforms into a rather real form that is a business plan 

of a specific investment project.  

 

The business idea and business skills are two components giving a synergetic effect.  They 

are instrumental in generating new ideas, bringing them to the implementation stage and, as a result, 

receiving benefits.   

 

A range of reasons can precede the business idea:  

1) the longing for personal development and running beyond the conventional way of life;   

2) the need to be useful for the society and implement the personal human potential; 

3) the desire to invest free assets into the innovative business fields;  

4) the detection of possibilities of improving the existing business fields;  

5) the possibility of establishing communications with potential partners.  

It should be mentioned that not every business idea can be selected in the process of shaping a 

preliminary stage of business plan development.  

 

The ideas will undergo the “test” of efficiency, possibility of their implementation, their 

real and potential value, risk level and the economic efficiency of their realization. Only if the 

results of such a “test” turn out to be positive, it will be worth to start developing the project 

mission, goals and task, defining the business plan general structure, selecting and processing the 

necessary information resources as well as developing the business plan of a specific project. 

 

The principle of “from the general to the specific” is employed at the preliminary stage of 

business planning (Figure 2.1). 
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Figure. 2.1. Levels of detailed elaboration of business plan development  

 

The main general objective (mission) of the company is a well-defined reason of the company 

activity (the main type of activity the company is involved in). All the further goals are developed to 

fulfil this mission. 

 

EXAMPLE 
The mission of the motor company Henry Ford established is to provide people with cheap 

transport. In the former Soviet Union such was the mission of “AvtoVAZ” OJSC. The mission of 

“Ternopilvtormet” OJSC is to store, process and transport metal (obtained from waste, swarf or scrap 

metal) to consumers as well as to deliver raw products to metallurgic plants. 

 

Some may say that the mission of the newly created company is to gain a profit. To gain a 

profit is an important goal of the company rather than its mission. Profit is a completely internal 

problem of a company. Since the company is an open system, in the end it can only survive if it 

satisfies a demand beyond itself. To gain the profit necessary for its survival, any firm has to study 

the environment of its functioning. That is why the environment is the very place where the executive 

management are to look for the company’s goal.     

 

The company’s goals make its further activity more specific and are to conform to certain 

requirements:  

 to be specific, well-defined and measurable;   

 to have different duration of action: urgent, current – a decade, a month, a quarter, middle-

term – up to one year, long-term – from 1 to 5 years, prospective – indefinite period, directed to the 

future, and unlimited in time. First of all, the company develops long-term goals. Then it develops 

middle- and short-term ones to make provisions for the long-term goals; 

 to be real; 

 to be developed for every single type of activity that is important for the company;  

 to complement each other rather than disagree. 

 

EXAMPLE 
 A long-term goal – to increase the general efficiency by 25% during 5 years, a middle-term 

one – to increase the labor efficiency by 10% during two years, short-term goals are developed in 

specific areas like the inventory reserve price, workers’ further training, modernization of a newly 

created enterprise, more efficient usage of existing productive capacity, improvement of 
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project mission 

The business project 
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The business project 
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management, conclusion of a one-year-long agreement with the trade union that allows for a bonus in 

case the worker’s overall performance raises by 10 % a year. 

 

The most typical goals for a newly created commercial company are described in table 2.1. 

Table 2.1 

The examples of the future business project goals 

 

Goal name 

 

Factors to measure the goals  

 

Profitability 

The amount of profit, return on investment, dividend payment, profit-sales 

ratio, the share that remains at the disposal of the company after the taxes have 

been paid and accounts with the partners have been settled   

Market 
A market segment (the company’s share in a certain field or type of activity), 

volume of sales in either money or natural measure, sectorial niche 

Rentability 
Economic effect, financial result or the relation between the obtained result and 

the total expenditures  

Production 
The production volume and sales in terms of separate types and items of 

products  

Financial 

capacity 

Capital structure, its subdivision into capital owned and capital employed 

(permanent), characteristic of money usage, analysis of receivables and 

payables 

Industrial 

capacity 

Value of capital funds, capital productivity and capital coefficient (ratio), 

amortization, constant expenditures per unit of output.  

R& D 

Ratio of expenditures on research, development and innovations to the useful 

effect from their implementation, technology level and the level of the product 

moral obsolescence  

Changes in 

either structure 

or organization 

Creating, selecting or eliminating specialized structural units, merging, selling 

or purchasing, developing new types of activity and introducing subsidiary 

manufacture departments 

Deployment of 

staff 

Labor efficiency, quantity and quality of the workers of both principal and 

subsidiary manufacture departments as well as administrative personnel  

Social 

accountability 

Ecological safety, efficient use of resources, waste-free production or waste 

utilization, social services, advantages for workers, pension and healthcare 

benefits, philanthropic activity, development of service sector and public 

amenities  

 

However, it should be born in mind that the idea will only be efficient in the process of its 

implementation in case the external environment factors are taken into account along with the future 

business inner potential.  

Interesting facts. Why does it often happen that even an effective business plan does not 

bring the desired results? A range of reasons leading to losses of start-up companies have been 

defined by the analytical research conducted within the frame of business projects of some famous 

investment companies (Fig. 2.2).  
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Figure. 2.2. List of typical reasons leading to failures of business projects 

 

When polling 175 start-up companies, whose debut proved to be unsuccessful, the reasons 

leading to failures have been defined.  Most of these reasons turned out to be related to the external 

environment of the new company activity4. 

 The external environment assessment and analysis are made by studying the influence of the 

factors given in Figure 2.3.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 2.3. Scheme of direct and indirect influence factors on  

implementation of business projects  

                                                 
4 Research the causes of unsuccessful start a business [Electronic resource]/ Management Consulting Group PLC. – 

Access mode: http://www.mcgplc.com. 
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The factors of direct influence include suppliers, consumers, competitors, trade unions, public 

authorities, parties and non-governmental organizations while the factor of indirect influence 

comprise the technology level, economics climate, social and cultural conditions, political factors 

and international environment.   

 

When making an analysis, we should define the level of influence of some factors and the 

potential adaptability of the newly created company to these factors. Here adaptation should be 

treated in the enlarged term of this word. It encompasses all the actions of strategic nature facilitating 

the future company relations with its environment.  

 

The company needs to adjust to both favourable external opportunities and dangers, 

provide the strategy effective adjustment to the environment by means of developing more 

accomplished production systems and cooperating with the government and society.  

 

 “Royal Kriun” company, that spent a lot of time to study the external possibilities and 

dangers prior to introducing its caffeine-free “RC 100” cola to the consumers concerned about “a 

healthier” soft drinks, can serve as a good example of adaptation to surrounding condition.  

Let us try to analyze how external environment factors can be reflected in a specific business-plan. 

(Figure 2.4).  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 2.4. Depiction of external factors influence in the process of business plan development 

  

Political factors 
Analyzing political risks, 

establishing the system of 

partnership relations  

Legal factors 

Technological factors 

Economic factors 

Sociocultural  

factors 

Selecting the form of business 

organization, studying the legal basis 

of a certain type of activity  

Choosing and justifying the 

effectiveness of using technical 

means and defining the key 

technologic processes 

 

Analyzing economic factors of the 

field development, researching the 

future business resources  

 
 

Choosing the sales market, target 

audience and price policy  

Groups of external environment 

factors  

Studying the influence factors 

in business plan 
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The next step is to determine whether the future company has inner potential to use the 

external possibilities and detect the inner weaknesses that may make the company condition worse. 

The administrative research of both strong and weak sides is done within studying: 

1. Marketing (market share and competitive power, product choice variety and quality, 

market analyses and projects, pre- and aftersales, sales function, advertisement and etc.).  

2. The status of finances, accounting, norm setting and payment for work. 

3. The state of production (the equipment condition and its up-to-date status, the production 

process plan, the control system of product quality).   

4. The employment of labor (the workers and managers’ qualification and skills, the workers’ 

employment, staff turnover). 

5. The future company culture and image (team environment, opinion about the enterprise). 

The results of analysis of the external influence factors and inner possibilities of small 

business projects can be depicted as SWOT matrix.  

 

SWOT is the abbreviation of Strength, Weakness, Opportunities, and Threats. Its nature 

lies in comparing the inner potential of the future business (both strong and weak sides) with the 

external influence factors (opportunities and threats). Such a comparison enables us to define 

strategic development alternatives, range strong and weak sides, opportunities and threats by the 

level of business project influence. 

 

The analysis results can be given as a table (tables 2.2, 2.3)5. Table 2.2 demonstrates four 

main SWOT fields, and table 2.3 shows the matrix of strategies of using SWOT-analysis results. 

Table 2.2 

Depiction of SWOT-analysis results 

 

Weak sides 

The inner drawbacks of the future business 

project  

Strong sides 

Inner advantages of the business project in 

different functional areas: marketing, finances, 

production, personnel.  

Threats 

Unfavourable external factors whose influence 

can lead to failures in the process of business 

project implementation 

Opportunities 

Promising directions of business projects 

development capable of bringing success in the 

future  

 

Table 2.3 

Matrix of strategies of using SWOT-analysis results 

 

SO 
Measures to be taken to make usage of business project strong sides in order to  

enhance the opportunities 

ST 
Measures to be taken to make usage of business project strong sides in order to  

prevent and reduce the threats  

WO 
Measures to be taken to overcome the business project weak sides in order to  

enhance the opportunities   

WT 
Measures to be taken to overcome the business project weak sides in order to  

prevent and reduce the threats 

 

                                                 
5 SWOT Analysis: Discover New Opportunities. Manage and Eliminate Threats. [Electronic resource] / Access mode: 

http://www.mindtools.com. 
 

http://www.mindtools.com/
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The word «strategy» comes from the Greek «strategos» – «art of troop leader». In its turn, a 

strategy is an all-round complex plan designed to provide the fulfilment of the future company 

mission and achievement of its goals.  

 

First of all, a strategy is defined and developed by the business founders, but its implementation 

needs the participation of all management levels and the range of its activity can be rather big (a few 

years, a few decades) etc.  

 

SO field (strength and opportunities) suggests the strategies that make usage of strong sides of 

the future business project to implement the opportunities of the external environment.  

ST field (strength and threats) suggests strategies that make usage of strong sides of the future 

business project to eliminate the external environment threats.   

 WO field (weakness and opportunities) suggests strategies that minimize the weak sides of 

the future business project by using the market status opportunities.  

  WT field (weak sides and threats) suggests strategies that minimize both weak sides of the 

future business project and the threats of the external environment. The most favourable situation for 

business project implementation occurs upon maximal overlapping of its strong sides and the external 

environment opportunities. And vice versa, the external environment threats making direct influence 

on the future business project weak sides may lead to its unsuccessful implementation.  

 

Conclusion. A business idea is the initial stage and the main starting condition of business 

plan development. However, a range of stages bearing the name of the previous stage of business 

planning precede the idea assimilation and creation of a real business plan. The selection of business 

ideas by criteria of their potential and real value, risk level and efficiency should be made on this 

stage. Further, the future business mission and goals should be established, both strong and weak 

sides as well as the opportunities and threats formed by the external environment should be analyzed. 

The research positive results on the preliminary stage of business planning are the basis for 

establishing the main sections of an effective business plan for the future project.  

 

Discussion Questions: 

1. Define the peculiarities of business ideas development and selection. 

2. Characterize the peculiarities of the company’s mission and goals development.  

3. Determine the principal requirements to the company’s goals and their measurement 

criteria.  

4. Characterize the direct and indirect influence factors on the future company activity. 

5. Define the opportunities of external factors depiction in the process of business plan 

development.  

6. Characterize the methodology of SWOT-analysis and try to analyze the future business 

strong and weak sides, opportunities and threats.   
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3. SUCCESSION OF A BUSINESS PLANNING PROCESS 

 

Learning Objectives 

 

After studying this chapter you should be able to: 

1. The use of  the process  of strategic planning in selecting alternatives to business 

development 

2. Determine the structure and logic of the development of the business project in a specific 

area of business 

 

Key words: business idea, market, customer need, solvency, recoupment of investment, 

description of products (services), positioning, description of company, description of market, 

production plan, financial plan, organizational plan, business risks and guarantees, positive effect of 

the business-project  

 

A Business Plan helps you evaluate the feasibility of a new business idea in an objective, 

critical, and unemotional way. The potential investors and partners can judge the reliability and 

efficiency of investments based on a Business Plan. Necessarily,  successively, step by step,  clearly 

justify all sections of the business plan: the future operations of a company, to analyze the problems 

that  may encounter, identify ways to address these problems 

 

In developing a Business Plan should be allocated two levels (Figure3.1)  

 
 

Figure 3.1.  Developing  of the  Business Plan 

 

Preparatory level of the developing  a Business Plan. This level consists from two series-

connected levels: description of the business ideas and express calculation of the profit margin of the 

business ideas. To begin must to articulate (preferably in writing) business idea.  

 

Business Idea - this vision of opportunities to make money in the market in their chosen field 

(in a specific area of business) 

 

If the perception of the environment and their own capabilities correspond to the actual state 

of affairs, the business idea will work on the market. 

  

Market is nothing more than the people (and organizations) who are potential buyers of goods 

and services that satisfy their wants and needs 

 

Therefore, the overall scheme of business  described by the following sequence of actions: 

find an unmet need of the people (and organizations) who have to pay; satisfy this need by selling 

goods or services. 

Thus, the business idea should describe the technology to meet the needs of people who have 

to pay. To begin should articulate (preferably in writing) business idea which is the core of the future 

Levels of the developing  a Business Plan 

PREPARATORY BASIC 
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business plan. Next, should assemble all available information on the costs and possible proceeds. To 

do this, should collect all available information on the costs and revenue opportunities.  

If the calculation shows rapid return on investment, then can move on to the develop of the 

basic  level of the business plan6,7,8. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 3.2.  Basic  level  of the developing  a Business Plan  

                                                 
6 Writing a Business Plan [Electronic resource]/ http://www.va.gov/osdbu/docs/vepBusinessPlanOutline.pdf 
7 How To Prepare A Business Plan That Gets Results [Electronic resource]/ 

http://www.nebs.ca/pdf/business/Business_plan.pdf 
8 The Elements of a Business Plan: First Steps for New Entrepreneurs [Electronic resource]/ 

https://www.extension.purdue.edu/extmedia/EC/EC-735.pdf 
 

 
Description of the product offering 

Description of the enterprise  

Market Analysis 

Marketing Plan 

Location 

 

Competition 

 

Production plan 

 

Organizational plan 

 

Financial plan 

 

 

 

 

plan 

Business risks and guarantees 

Socio-economic importance of the project 

http://www.va.gov/osdbu/docs/vepBusinessPlanOutline.pdf
http://www.nebs.ca/pdf/business/Business_plan.pdf
https://www.extension.purdue.edu/extmedia/EC/EC-735.pdf
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Consider these basic  stages  of the developing  a Business Plan. 

Description of the product offering. This will include details of product features and an 

overview of unique technology or processes. But don’t stop there and don’t focus too much on 

technology. Should also describe the product benefits and why customers will want to buy. For most 

businesses, the products/services are not totally unique. If  yours are, take  advantage of this while 

can and plan for the competitive battles that will come. If  products/services are not unique, must find 

a way to position of the products/services in the mind of customer and to differentiate them from the 

competition. 

 

Positioning is the process of establishing your image with prospects or customers. (Examples 

include: highest quality, lowest price, wider selection, Best customer service, faster delivery, etc.) 

 

Description of the enterprise.  This will show and prove the reality of business endeavour by 

describing the form of practical actions, taking into account the real situation in chosen field of 

business. This section should clearly and concisely explain the two main points: 

What is the enterprise as a means of making a profit? 

What will be based its successful operations? 

Enterprise can be as a legal entity and individual entrepreneurship. 

 

Market Analysis.  For start-ups or existing businesses, market analysis is important as the 

basis for the marketing plan and to help justify the sales forecast. Existing businesses will rely 

heavily on past performance as an indicator of the future. Start-ups have a greater challenge - they 

will rely more on market research using libraries, trade associations, government statistics, surveys, 

competitor observation, etc. In all cases, make sure market analysis is relevant to establishing the 

viability of the business and the reasonableness of the sales forecast6. 

 

Marketing Plan. In this section, include the highlights or detailed marketing plan. The basic 

components of a Marketing Plan are:  

What are you selling? (what benefits do you provide and what position or image do you 

have?) 

Who wants the things you sell? (identify target markets)  

How will you reach your target markets and motivate them to buy? (develop product, price, 

distribution and promotional strategies)7. 

 

 
 

Figure 3.3. Components of  Marketing Plan 

 

Locations with greater customer traffic usually cost more to buy or rent, but they require less 

spending for advertising to attract customers. This is especially true of retail businesses where traffic 

count and accessibility are critical6.  

 

Product Strategies Pricing Strategies 

Promotional Strategies 

Marketing Plan 

Distribution Strategies 
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For Mail Order, Telemarketing, Manufacturing, Consulting, or other companies where the 

customer does not purchase while physically at the business address, less location detail is needed. 

Modify the location section to fit your situation. In some cases, a good location may be one close to 

suppliers, transportation hubs or a complementary business that will also attract your Target Market 

 

Competition. This will expand concept of competition. If you plan to open the first roller 

skating rink in town, your competition includes movie theatres, malls, bowling alleys, etc. 

 

Business by nature is competitive, and few businesses are completely new. If there are no 

competitors, be careful; there may be no market for your products  

 

Production plan. In this section, it is important to identify the needs of the organization and 

functioning of the company, which will produce the previously described product (service). 

 

Organizational plan. In this part of the business plan describes how the business will be 

structured, what legal form of ownership it will use, elucidates logistics of the organization such as 

the various responsibilities of the management team, the tasks assigned to each division within the 

company and skills of staff, highlights company's management philosophy and business culture, and 

explains how will these contribute to the business's success. 

 

Management problems are the leading cause of business failures, it is important to discuss 

management qualifications and structure 

 

Financial plan. In this part of the business plan, it is important to important to determine the 

financial needs required for the creation of the enterprise, and calculate the financial support of the 

entrepreneurial project8. 

 
 

Figure 3.4. Elements of  financial projections 

 

Business risks and guarantees. The aim of this section of the business plan is a description of 

the internal and external factors that enhance or reduce a specific type of risk, and the measures 

envisaged to protect against possible financial losses of the business and the lender. Investors 

(lenders) want to know: what problems you might encounter when implementing the project and as 

an entrepreneur suggests to overcome them. Depth of analysis and the riskiness of the case depends 

on the specific type of activity and scope of the project. Business risk is influenced by numerous 

factors, including sales volume, per-unit price, input costs, competition, overall economic climate and 

government regulations. 

 

The basic purposes of financial projections  

Establish the profit potential of 

the business, given reasonable 

assumptions 

Determine how much capital 

the company needs and how it will be 

used 

Demonstrate the business can generate 

the cash to operate and re-pay loans 
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Business risks the possibility that a company will have lower than anticipated profits, or that 

it will experience a loss rather than a profit 

 

Socio-economic importance of the project. In section should contain the impact of the project 

results on the socio-economic situation of the region (the city), as well as desirable forms of support 

for the local administration of the project. 

Socio-economic importance of the project, in particular, includes: 

creation of new jobs; 

providing the population of new products and services; 

broadening the tax base of the local budget; 

solution of environmental problems; 

development of a competitive environment. 

 

Conclusion. A winning business plan requires time: hours to write an effective business plan 

which would include research, documentation, analysis and review. There is no magic equation for 

success, but one basic rule holds true: "A business owner who fails to plan, plans to fail"9 . 

  

Discussion Questions   

 

1. Which are the stages of developing of the Business Plan Do you know? 

2. What is the sequence of steps of the business plan? 

3. Describe each structural section of the Business Plan. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                 
9 Writing a Business Plan for a New Pharmacy Service. [Electronic recourse]/ 

http://www.pharmacist.com/sites/default/files/files/mtm_writing_business_plan.pdf 

http://www.pharmacist.com/sites/default/files/files/mtm_writing_business_plan.pdf
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 4. RESEARCH FACTORS OF EXTERNAL ENVIRONMENT AND DEVELOPMENT OF A 

MARKETING PLAN 

 

Learning Objectives 

 

After studying this chapter you should be able to: 

1. Identify the importance and the need for a good Marketing Plan 

2. Determine the key components of a Marketing Plan and its details 

 

Key words: marketing plan, environmental analysis, identifying customers, competitor/value 

creation analysis, marketing mix, marketing budget, segmentation, product strategy, pricing strategy, 

promotion strategy, distribution strategy  

 

А Marketing Plan is a key section of the business plan of a start-up project, on  the basis of 

which production, organizational and financial aspects of the business are developed. 

In Marketing Plan, you should be aiming to define your market and competitors in great detail. 

Before completing this section, ensure that you have carried out thorough market research so that you 

are presenting a valid business case. This section will be of particular interest to investors, as it will 

enable them to identify whether you fully understand your market and its associated trends. You 

should know the size and structure of your market, its geographical spread and its growth potential10.  

 

Marketing is anticipating the needs and wants of targeted customers and managing the process 

through which these needs and wants are satisfied.  

A Marketing Plan is at the core of directing and coordinating all marketing efforts within a 

firm. If it is carefully researched, thoughtfully considered, and evaluated, it will help your firm to 

achieve its goals. 

 

Making a marketing plan for your business can be broken down into five steps: 

1. Environmental Analysis (market research).  

2. Business Model. 

3. Identifying Customers. 

4. Competitor/Value Creation Analysis. 

5. Marketing Mix: The 4 P’s. 

6. Marketing Budget. 

 

Your Environmental Analysis (market research) should describe the target market and the 

characteristics of the particular market sectors. This may be demonstrated by identifying market 

trends, examining how well similar products or services have performed and analysing both current 

and future competitors in terms of advantages and disadvantages, and their market share. Overall, 

you should be outlining the position of your business in relation to the competition, whilst 

demonstrating a need for your  product, your competitive advantage and how you would deal with 

changes to the market.  

 

Marketing concept is based on the necessity of understanding the needs and demands of 

consumers which could be initialized with the help of marketing research. Meeting needs is the 

heartland of every marketing program. 

 

                                                 
10 Writing a Successful Business Plan. [Electronic recourse]/ 

http://www.grantnet.com/HelpfulReports/businessplan.pdf 

 

http://www.grantnet.com/HelpfulReports/businessplan.pdf
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A useful tool in assessing the marketplace is SWOT (Strengths, Weaknesses, Opportunities, and 

Threats). Assessing the opportunities and threats and how the business can capitalize on them or 

avoid them using the firm’s strengths  weaknesses (tables 2.2, 2.3).  

SWOT Analysis help you: 

Know who you are selling to (market analysis, segmentation, prioritizing targets). 

Know what is important to targeted customers (customer analysis). 

Make sure you are distinctively different from your competition in areas of importance to 

targeted segments (competitive analysis, reallocation of resources if necessary, positioning, market 

intelligence).  

 

The important step in creating a business plan is the development of business model. Business 

model describes the rationale of how an organization creates, delivers, and captures 

value[1] (economic, social, cultural, or other forms of value). The process of business model 

construction is part of business strategy11. The business model is a good helper in the process of 

developing a business plan. If you can describe each element of the model, to develop a business plan 

for you is no longer a problem.  

Description of the basis elements of the Business Model Canvas is presented in table 4.1. 

Table 4.1 

The basis elements of the Business Model Canvas 

 

8. KEY 

PARTNERSHIPS 

 

 

 

 

What players of the 

market will you 

cooperate with? 

 

7. KEY 

ACTIVITIES 

What shall be 

done for 

production of 

your 

good/service?  

 

2. VALUE 

PROPOSITIONS 

 

 

 

What good/service 

shall be offered to 

a customer? 

 

4. CUSTOMER 

RELATIONSHIPS 

How one-time 

customers will 

become adherents of 

your good/service? 

 

1. 

CUSTOMER 

SEGMENTS 

 

 

 

Who is your 

customer? 

 6. KEY 

RESOURCES 

What key 

resources are 

necessary for 

production of 

your 

good/service? 

 

3. CHANNELS 

How will your 

good/service  

find its customer? 

 

9. COST STRUCTURE 

What cost are necessary to start the business? 

 

 

5. REVENUE STREAMS 

How much customers are willing to pay for an 

offered good/service? 

 

Focus attention of everyone on delivering what the customer wants (management of people, 

monitoring and control). 

Identifying Customers does not need to be a difficult process. You do not need a huge market 

base, but you need to be realistic and your market needs to be well-defined. 

Your plan must demonstrate the knowledge of customers’ needs and wants and prove that you 

have a reachable and significant market. 

                                                 
11  Business Model Generation, A. Osterwalder, Yves Pigneur, Alan Smith, and 470 practitioners from 45 countries, self 

published, 2010 

http://en.wikipedia.org/wiki/Explanation
http://en.wikipedia.org/wiki/Organization
http://en.wikipedia.org/wiki/Business_model#cite_note-Osterwalder2010-1
http://en.wikipedia.org/wiki/Business_strategy
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Identifying Customers help you to know: 

Who is your perfect customer and what is your client base 

What is your current customer base (in terms of age, sex, income, and geographic location) 

What habits your customers and potential customers share.  

What prospective customers you aren’t currently reaching. 

What qualities your customers value most of all about your product or service. 

What qualities about your product or service you need to improve.  

How they can be adjusted to serve your customers better. 

 

Identifying Customers is based on market segmentation. 

 

Market segmentation – identifying and profiling distinct groups of buyers who differ in their 

needs and preferences. 

 

The basis for segmentation is a factor that varies among the groups of a certain market, but is 

consistent within each group. All markets can be broken down in different ways, and although many 

of the bases used to segment a consumer market can also be applied to businesses and organizations, 

the sheer nature of these eventually leads to other specific segmentation bases (tabl. 4.2)12.  

Table 4.2 

Factors of segmentation 

 

Consumer market Business market 

Type of 

segmentation 
Variables 

Type of 

segmentation 
Variables 

Geographic 

Region, climate, population 

density, and population 

growth rate 
Geographic 

Location, customer 

concentration, regional 

industrial growth rate, and 

international macroeconomic 

factors 

Demographic 

Age, gender, ethnicity, 

nationality, education, 

occupation, religion, 

income, and family status 

Customer 

type 

Size of the organization, its 

industry and position in the 

value chain 

Psychographic 

Values, attitudes, opinions, 

interests, activities, and 

lifestyles 

Buyer 

behaviour 

Loyalty to suppliers, usage 

patterns, and order size 

Behavioural 

Usage rate and patterns, 

price sensitivity, brand 

loyalty, and pursuit of 

benefits 

  

 

Once you have identified what is unique about your business and who your target buyers are, 

focus on your Competitor/ Value Creation Analysis:  

Identify your direct competitors and learn what they do. 

Identify your value propositions. 

 

                                                 
12 Market segmentation: basic strategies to identify segments and select a target market.  [Electronic recourse]/ 

http://tisconsulting.org/news/market-segmentation-basic-strategies/ 

 

http://tisconsulting.org/news/market-segmentation-basic-strategies/
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Competitor Analysis – the process of identifying key competitors; assessing their objectives, 

strategies, strengths and weaknesses, and reaction patterns; and selecting which competitors to attack 

or avoid. 

 

 
 

Figure. 4.1. Steps in Competitor Analysis 

 

Competitor Analysis allows to detect Competitive Advantage and initiate Value Creation. A 

firm has a competitive advantage in a market if it earns a higher rate of economic profit compared to 

the average firm in the industry. Economic profit earned by a firm depends on the economic 

attractiveness of its market as well as the economic value created by the firm. A firm has a 

competitive advantage only if it can create more economic value than its competitors. A firm’s ability 

to create value depends on its cost position as well as its benefit position relative to its competitors13. 

Before Competitor/ Value Creation Analysis you make sales forecasting. 

Sales forecasting provides the basis for comparison over a period of time. You should: 

 

Correctly identify and estimate current demand by considering total market potential, market 

share, and expected sales. Estimate future demand by considering past sales patterns, consumer 

trends, and overall market projections.   

 

Market demand is the total volume that could be bought by a defined customer group in, a 

defined geographical area, in a defined time period, and under a defined marketing program. 

Marketing mix may be defined as the mixture of the controllable marketing variables that the 

firm uses to persuade the customers in the target market in order to secure sales14.   

 

The marketing mix variables are referred to as the 4 Ps:  

Product, Place, Promotion, and Price. 

 

First, the firm chooses the product to meet the identified need of the target segment. Second, 

the right distribution channel is used to make the product available. Third, the firm undertakes eye 

catching promotion. Fourth, the price platform is acceptable to the customer and firm (table 4.3).  

Whether you are thinking of setting up, starting or expanding your business or selling any 

product or service, these four elements should be top-of-mind all the time: 

1. The Product Strategy helps you to:  

Know what product or service you are going to sell to this market. 

Define it in terms of what it is for your customer.  

Know how it helps your customer to achieve, avoid or preserve something.  

2. The Price Strategy helps you to know:  

How much you are going to charge for your product or service, and on what basis.  

How you are going to price it to sell at retail.  

                                                 
13 Marketing.  17 April 2012. [Electronic recourse]/ <http://www.sba.gov/category/navigation-structure/starting-

managing-business/managing-business/running-business/marketing> 

 
14 Kotler, P. and Armstrong, G. (2006) Principles of Marketing (11th ed.). Prentice Hall. NJ.   

 

Identifying the 
company's competitors

Assessing competitor's 
objectives,strategies, 

strengths and weaknesses and 
patterns

Selecting which 
competitors to attack or 

avoid

http://www.sba.gov/category/navigation-structure/starting-managing-business/managing-business/running-business/marketing
http://www.sba.gov/category/navigation-structure/starting-managing-business/managing-business/running-business/marketing
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How you are going to price it at wholesale. 

How you are going to charge for volume discounts. 

3. The Place Strategy helps you to know:  

Where you are going to sell this product at this price. 

If you are going to sell directly from your own company or through wholesalers, retailers, 

direct mail, catalogues or the Internet. 

4. The Promotion Strategy helps you to know:  

How you are going to promote, advertise and sell this product at this price at this location. 

What the process will be from the first contact with a prospect through to the completed sale. 

 

Table 4.3 

Characteristic of marketing mix variable 

 

4 Ps 

Variables 

The essence  

of the marketing mix  

The elements  

of the marketing mix variables 

Product 

Determining the product, 

individual goods, product 

lines, or services 

 Features of  product, accessories, installation, 

instructions, service, warranty, packaging, and brand 

names 

Place 

Getting the product to the 

customer 

Channels, distribution systems, middlemen, 

warehousing, transportation, fulfilment, and shipping 

Promotion 

 

Communicating with the 

customer 

Personal selling, mass selling, sales promotion, sales 

personnel, advertising, media selection, copywriting 

Price 

 

Setting a price that serves the 

customer well and maximizes 

profits to the company 

Price flexibility, level pricing, introductory pricing, 

discounts, allowances, geographic terms 

 

Marketing Budget is the last of the Marketing Plan. 

 

Marketing Budget is the document which determines expenses associated with marketing. 

Marketing Budget estimates the costs of personnel, market research, marketing communications, 

channels and other tools of the marketing. 

 

Marketing costs can ad up quickly, and that is why it is important to plan your marketing initiat

ives for maximum impact and to make sure to plan accurately for costs.  

 

EXAMPLE 

Sample marketing budget template 

Cost items jan feb mar apr may jun jul aug sep oct nov dec total 

Personnel              

Salaries, wages              

Benefits              

Payroll taxes              

Commissions and 

bonuses 

             

Personnel Total              

Market Research              

Primary research              

Secondary research              
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Market Research Total              

Marketing 

Communications 

             

Branding              

Advertising              

Web sites              

Internet marketing              

Public relations              

Events              

Marketing 

Communications Total 

             

Channels              

Channel 

communications and 

training 

             

Channel promotions and 

incentives 

             

Channels Total              

Other              

Telephone              

Travel              

Computers and office 

equipment 

             

Other Total              

Total Marketing 

Budget 

             

 

It is imperative that you develop amarketing budget as part of your overall marketing plan, and 

carefully consider every number and how each number will affect other numbers. 

Implementation and Control Plan supposes Focus attention of everyone on delivering what 

the customer wants: management of people, monitoring and control 

 

Conclusion. A true marketing plan includes the upfront planning, communications 

expenditures and ongoing monitoring and tracking of your marketing efforts. Even when you make 

the best plans, unexpected events can happen – bad outcomes occur. A marketing plan will still help 

you to avoid some common marketing pitfalls, and for that reason it is useful. Don’t abandon the 

marketing plan because you missed the market high! Remember the marketing plan is designed to be 

passive – to help you obtain a market average. The plan may prevent you from hitting the market 

high, but it also prevents you from hitting the market low. 

 

Discussion Questions   

 

1. Describe how the marketing mix relates to the implementation of a marketing plan. 

2. Explain how much segmentation can help a company increase its market share. 

3. Which basic elements are considered in the marketing plan? 
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5. RESEARCH FACTORS OF INTERNAL ENVIRONMENT AND DEVELOPMENT OF 

A PRODUCTION PLAN 

 

Learning Objectives 

 

After studying this chapter you should be able to: 

1. Identify internal resources necessary for the activity  

2. Know how to prepare a production plan  

 

Key words: internal factors, input, processes, outputs, internal resources, raw materials,   

suppliers, technological process, production plan, packaging, delivery, distribution channels 

 

All of these businesses can be described and analyzed in terms of a basic system model. In 

fundamental terms, any ‘’system’ has three parts: inputs, processes, and outputs. In a business 

organization this system should be designed to change invested capital, people’s labor, raw materials, 

and other resources into finished products or desired services so that customer needs are satisfied. The 

system structure is illustrated in Figure 5.1. 

 

 
 

Figure 5.1. System Model of Small Business Operations 

 

This model is useful for all type of businesses and help the entrepreneur to find the optimal 

solutions for their activities.  The quality and quantity of INPUTS  must be selected in light of the 

quality and quantity of OUTPUTS sought rather than vice versa. 

The operations of every business are different. How businesses in the same core business 

conduct their business can be very different and helps distinguish them from their competitors. 

This situation is depending of the existing internal resources and the using management system. 

 

 

 

 

 

 

 

 

 

 

 

 

INPUTS 

•people

•money

•raw materials, 

•equipment

•suplies

PROCESSES

•manufactoring

•assembly

•purshasing

•sorting

•packaging

•shipping

•advertising

•sales

OUTPUTS

•finished products

•services provided

•satisfied 
customers

•profits
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EXAMPLE  

The System Model of Beauty Salon15

 
 

 

In this chapter of business plan you need to describe and analysis the existing internal resources, 

their quality and availability. 

The main important internal resources are illustrated in Figure 5.216 

 

 
 

Figure 5.3. Internal resources of the company 

 

In this section you should elaborate on the main operating units (production unit, development 

unit, marketing and sales, etc.) and the relationship and interactions between each of them. 

                                                 
15 Kenneth R.Van Voorhis. Entrepreneurship and Small business Management. Allyn and bacon Inc. USA. 1980. Pag. 328  

 
16 Larisa Bugaian, Mihai Roșcovan, Angela Solcan, Ștefan Todirașcu Cum sa-ti initiezi o afacere. Ghid practic pentru 

antreprenori. Chisinau. 2010. Electronic recourse]/ http://www.bci.md/media/files/Ghidpaginat.pdf 

 

INPUTS

• hair dressers

• manicurists

• scissors

• shampoo

• driers

• customers

• salon

• facilities

• decor

PROCESSES

• washing

• conditioning

• cuttong

• shaping

• drying

• coloring

• building rapport and 
confidence with 
customers

OUTPUTS

•satsfied customers 
with fashionable hair 
and manicured nails, 
other services

COMPANY

Resources 
and facilities

Resources for 
R & D

Suppliers

Marketing 
resources and 

marketing 
mix policy

Human 
resources and 
organization

Financial 
resources and 
management 

system

http://www.bci.md/media/files/Ghid%20paginat.pdf
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An essential component of the Business Plan must clarify that such business will create 

products or services. 

The important general questions need to think about and answers are15: 

What and how will you produce? 

What are the sources of matter raw materials, energy? 

What processes and technologies will be used the manufacture of their products? 

Where you place the production? 

How will you solve the problem related to the purchase of equipment? 

Sourcing Materials. All business ventures have to source materials. The extent to which this can 

affect the business however is very diverse. Some service industries may only need stationery supplies, 

professional services etc. Supply companies core business revolves on the product or product lines that 

they sell. Manufacturing companies need raw materials to produce their products.17 

So the questions you must ask yourself are: 

What raw materials does your business use? 

Who are your suppliers? 

What other suppliers could you use? 

What are the advantages of using your current supplier? 

What goods do you buy and sell? 

What are your alternative sources of supply? 

What are the advantages of your current supply source? 

What other products do or will you use? 

Can you simplify your sourcing of the products? 

  We illustrate this special analysis based on a bakery business. 

 

EXAMPLE  

Determine Consumption of raw materials17 

Product The consumption of meal 

for one shift, kg 

Yeast Salt 

% for one shift, kg % for one shift, kg 

Bread 707 1,3 9,19 1,5 10,60 

Bread Rolls 238 1,3 4,32 1,5 4,98 

Pies 160 1,3 2,89 1,5 3,33 

total consumption 

for one shift 

 

1105 

  

16,4 

  

18,91 

Total annual 

consumption 

 

397800 

  

5900 

  

6800 

 

 

Depending on the location of your production facility, supply problems may arise because of 

import restrictions or custom delays, transport difficulties, unreliable logistics, etc.  

To select the best fitting provider is required to identify the criteria for selection.  

As an example of selecting criteria may be used: quality, delivery time, delivery volume, quality 

of service, transportation costs, and other. Entrepreneur selected the most important criteria’s for the 

concrete type of production process. 

 

 

 

 

                                                 
17 Kenneth Germaine How toWrite Your Own Business Plan.2011. [Electronic recourse]/ 

http://startyourownbusinessblog.files.wordpress.com/2010/12/how-to-write-your-own-business-plan2.pdf) 

 

http://startyourownbusinessblog.files.wordpress.com/2010/12/how-to-write-your-own-business-plan2.pdf
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EXAMPLE  

Determine the main supplier of raw materials 18 

 

 

Production. In any manufacturing process there is a production process. For each product there 

is a chain of production with several distinct links. It is important that you identify these individual 

links and analyze any improvements in each link or in the way the links come together to improve the 

overall chain. So the questions you must ask yourself are: 

How do you produce each item you make? 

What are the steps in the production? 

Can any step by improved? 

Can the way the links interact be improved? 

For this part you need to describe TECHNOLOGICAL PROCESS and identify the EQIUPMENT 

witch you need to use.  

 

EXAMPLE 

The steps of technological process of bread production 19 

 
 

                                                 
18 Larisa Bugaian, Valentina Catanoi, Ala Cotelnic, Natalia Curagău, Cristina Dolghi, Igor Enicov, Maria Gheorghiţă, 

Vasile Golovco, Marian Jalencu, Ala Levitschi, Claudia Melinte, Angela Solcan, Petru Tomiţă. Antreprenoriat: InIţIerea 

afacerII. UTM. Chisinau 2010. [Electronic recourse]/http://www.ase.md/~cmg/files/antreprenoriat.pdf 
19 Scheme of technological process of bread production. [Electronic recourse]/http://www.pip-ns.com/en/2-5/Scheme-of-

technological-process-of-bread-production/ 

1.preparation of raw 
materials(sieving, 

weighing, bringing into 
mixer)

2.kneading
(incorporating materials 

into a homogenous mass)

3.fermentation in the 
mass (aging dough, after 

kneading, the first 
fermentation)

4.separating and 
rounding (Dough pieces 

of desired size and 
forming into balls )

5.Intermediate 
fermentation(aging of 

separated pieces)

6.shaping (shaping of 
dough in pieces of loaf or 

other desired shape)

7.final fermentation
(final fermentation of 
dough pieces in the 

fermentation chamber 
under controlled 

conditions)

9.cooling (cooling baked 
products to room 

temperature)

10.packaging (package of 
refrigerated products in 

crates)

Name of 

supplier  

Name of given of  

raw materials 

Annual procurement Share 

in volume 

stocked, % 
Quantity, kg Value , euro 

X Wheat Flour X Y 88,7 

Y Pressed yeast X Y 1,8 

Z Salt, sugar, oil X Y 9,5 

http://www.ase.md/~cmg/files/antreprenoriat.pdf
http://www.pip-ns.com/en/2-5/Scheme-of-technological-process-of-bread-production/
http://www.pip-ns.com/en/2-5/Scheme-of-technological-process-of-bread-production/
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Now you identify the equipment and other resources witch you need to implement the 

technological process. 

 

EXAMPLE  

Necessary Equipment17 

 

 

Other resources which you need to production activity are: Office Space, Production facilities, 

Trading Spaces, Warehouses for raw materials and finished products, Garage vehicles and others. 

Particular importance is providing business with the necessary utilities such as:  

Electrical energy. 

Water and sewerage. 

Fuel for transportation units. 

 You need to identify the type of energy the price and the suppliers of this resources.  

Also in this part you need to determine the monthly and annually production plan using the Gant 

table. 

 

EXAMPLE  

Monthly production plan, (kg, units. tons, pieces) 

Type 

of products 

Time(month) Total 

1 2 3 4 5 6 7 8 9 10 11 12 

A     xx    xx    xxxx 

B      xx xx xx     xxx 

C xx  xx  xx  xx  xx  xx  xxxx 

 

 

The same table you can use for annual production plan. 

Packaging and Delivery. These are two very important elements to your business process. 

 Packaging can have a great deal of impact to the final user. 

 The first role of packaging is to ensure that the product gets to the final user in pristine 

condition. In some cases the packaging also has a very important sales and marketing function. The 

issues you must address are: 

How do we currently or intend to package our goods? 

Does this ensure that the product arrives at the end user in prime condition? 

Name of  

fixed means 

Type, brand, technical 

characteristics 

Energy  

consumption, kWt 

The initial value, euro 

Technological  

equipment 

Sift the flour FIMAK  x 

Spiral Mixer with removable bowl 

FIMAK SPM 250 M(2 units) 

 x 

Modeller round (2 units)  x 

Oven FIMAK  x 

Tables and Accessories  x 

FIMAK oven for baking 

pies and buns (6 units) 

 x 

Computers  2 units ()  x 

Office 

Furniture 

Tables, chairs  x 

Transport units  Car veco Dayly 50C  x 

Total    xxxxxxx 
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Should you packaging have a marketing function? 

How can this be improved (refer to marketing section)? 

Is your current packaging cost effective?  

The first thing a customer sees of a product is its packaging. 

When deciding the best mode of transportation a number of issues should be addressed. 

How quickly do we need to get goods to our customers, i.e., perishable versus non perishable 

goods? 

What is the most cost effective method of delivery? 

Is there a marketing aspect to your delivery service? 

 

Conclusion. Implementation of this section of the business plan allows entrepreneurs to 

correctly identify the necessary resources in terms of quantity and quality. Also help to choose the 

rite technological process and the business partners. 

 

Discussion Questions   

1. What are the internal resources that have to analyze the entrepreneur? 

2. What criteria used entrepreneur to analyze suppliers? 

3. What purpose describes the technological process?   
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6. DEVELOPMENT OF AN ORGANIZATIONAL PLAN 

 

Learning Objectives 

 

After studying this chapter you should be able to: 

1. Determine the organizational aspects of the business 

2. Allocate duties and responsibilities for the implementation of the business project  

 

Key words: organizational (management) plan, ownership structure, internal management 

team, external management resources, human resources needs, organizational chart 

 

The Organizational (or management) Plan section of the business plan describes how the 

business will be structured, what legal form of ownership it will use, elucidates logistics of the 

organization such as the various responsibilities of the management team, the tasks assigned to each 

division within the company and skills of staff, highlights company's management philosophy and 

business culture, and explains how will these contribute to the business's success. 

A convenient way to organize the Organizational Plan section is to break it into sub-sections 

which are detailed in Figure 6.120. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 6.1. Sub-sections of Organizational Plan 

 

Ownership Structure sub-section   describes the legal structure of the business. The most 

common forms of business entities are: 

1. Sole Proprietorship. This form of business means that business owned and controlled by a 

single person. 

2. Partnership. Partnership is an association of two or more people to carry on, as co-owners, 

a business for profit. 

3. Corporations which mean a legal entity or “person” in itself. 

Depending on the legal structure of the business explain at the next sub-sections how the 

business will be managed on a day-to-day basis. For instance, if the business will operate as a 

partnership, then it has to be explained who the partners are and how management decisions will be 

made and disagreements will be resolved. For a business organized as a corporation, describe the 

                                                 
20 Writing The Business Plan: Section 6. [Electronic recourse] 

/http://sbinfocanada.about.com/cs/businessplans/a/bizplanmanage.htm 
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composition and function of a board of directors, who the principal owners will be, and how each 

will be involved in making decisions21. 

Internal Management Team sub-section describes the main business management categories 

relevant to the business, identify who will be responsible for that category, and specify that person's 

skills.  Although every company will differ in its organizational structure, most can be divided into 

several broad areas that include22: marketing and sales (includes customer relations and service); 

production (including quality assurance); research and development; administration. 

But not every business can be divided in this manner, because every business is different and 

must be structured according to its own requirements and goals. Depending on the type of business, 

other functions that may need to be represented are technology management, information technology 

management, quality management, etc. It's not necessary to have a different person in charge of each 

business management category, some key management people may fill more than one role. There are 

many different ways to structure a company. Factors that play an important role are the type of 

business, the industry, the size of the company, the ownership situation (partner organization, family 

business etc.) and the style of management, etc. 

An effective way to lay out the structure of the company is to create an organizational chart 

with a narrative description. Organizational chart defines responsibilities and lines of reporting of 

middle and higher management. Figure 6.2 is an example of an organization chat. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 6.2. Example of Organizational chart 

                                                 
21 The Elements of a Business Plan: First Steps for New Entrepreneurs. [Electronic recourse]/ 

https://www.extension.purdue.edu/extmedia/EC/EC-735.pdf 

 
22 Elements of a Business Plan. Operations & Management Plan. [Electronic recourse]/ 

http://www.entrepreneur.com/article/38308-6 
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Organizational chart is a visual representation of how a firm intends authority, responsibility, 

and information to flow within its formal organizational structure. 

 

After describing structure of the company, specify the management team’s roles, duties, and 

responsibilities, previous experience and successes, and explain how these qualifications relate to the 

implementation of the proposed service.  

Also highlight the educational background and any specialized training of key staff members. 

Résumés or curricula vitae can be included in the appendices23. 

Add an explanation of how your management team will be compensated: describe any profit-

sharing plans and table of salary and benefits of management team members. It’s also possible to 

include in an Appendix work contracts or non-competition agreements. 

 

External Management Resources sub-section describes two main sources of external 

management resources: 

Professional Services. In the Professional Services sub-section list and describe an external 

support such as specialized industry consultants, lawyers, accountants or public relations / marketing 

agencies, and mention what type of service you will be getting from them, as well as what experience 

and/or contacts they provide to your business6.  

Advisory Board. Advisory Board consists of external business experts who meet periodically to 

help the management team evaluate the venture and make strategic suggestions for improvement. If a 

board of advisors was involved, the plan should present brief information on these individuals 

(including their names, titles, experience) and explanation how each member will contribute in 

providing consultation and running a profitable business. If a board of advisors is going to be 

involved, include this section anyhow, describing plans for setting up an Advisory Board and 

describing the types of people you will approach to serve on the Board1,6.  

 

Human Resources Needs sub-section  describes lower-level staff members, if it is planed to 

hire them.  Explain in this sub-section how you will locate potential employees and what 

qualifications they must meet, what jobs they will perform, how you will compensate them, will it be 

best for your business to have employees or should you operate with contract workers or freelancers, 

do you need full-time or part-time staff and so on. Basically, think about the information you would 

include if you were advertising one of these job openings, and include that in your business plan24. 

 In order to determine the number of employees a company need, apply the following equation 

to each department listed in the organizational structure: 

 

C / S = P,       (6.1) 

 

when C – the total number of customers; 

 S – the total number of customers that can be served by each employee; 

 P – the personnel requirements.  

 

 

After calculating the number of employees that organization needs, determine the labour 

expense:  

 

                                                 
23 Writing a Business Plan for a New Pharmacy Service. [Electronic recourse]/ 

http://www.pharmacist.com/sites/default/files/files/mtm_writing_business_plan.pdf 

 
24 Business Plan: Your Organizational And Operating Plan. [Electronic recourse]/ 

http://www.investopedia.com/university/business-plan/business-plan6.asp 

 

http://www.businessdictionary.com/definition/representation.html
http://www.businessdictionary.com/definition/authority.html
http://www.businessdictionary.com/definition/responsibility.html
http://www.businessdictionary.com/definition/information.html
http://www.businessdictionary.com/definition/flow.html
http://www.businessdictionary.com/definition/formal.html
http://www.businessdictionary.com/definition/organizational-structure.html
http://www.pharmacist.com/sites/default/files/files/mtm_writing_business_plan.pdf
http://www.investopedia.com/university/business-plan/business-plan6.asp
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P × SL = LE,      (6.2) 

 

when P – the personnel requirements for each department; 

SL – the employee salary level; 

LE – labour expense.   

 

Next, determine how much salary each employee will receive, and total the cost of salary for 

all employees. Add to this the cost of any other employee benefits to calculate total labour cost21. 

The Organizational Plan should also include a short description of the company's policies for 

enhancing the performance of staff and for ensuring strong commitment of personnel to the business. 

Particular issues to be mentioned are19:  

The main criteria and the process for selecting personnel.  

Policies for staff remunerating (proportion of fixed to variable salary, bonus schemes, fringe 

benefits, etc.). 

Training schemes. 

Cultural elements promoted by top management (regular and efficient communication, open 

information policy, team-based decision-making processes, respect for individuals, fairness in 

personnel assessment, etc.). 

Specific measures to retain key experts.   

For owners of small business who work with only few persons, many of the functions 

mentioned above have to be combined and performed by them or only partially shared with the 

others. In such a case, in the business plan should be mentioned what you are planning to do when 

the business has grown so much that you are not able to deal alone with all these functions any 

more25. 

 

Conclusion. The Organizational (Management) Plan section of the business plan needs to 

establish the credibility of the management team. It describes a management team and staff and how 

a business ownership is structured. When writing the Management Plan section of the business plan, 

specify Ownership Structure, Internal and External Management Resources, Human Resources 

Needs. An organizational chart of the positions required and job descriptions for the key employees 

will help readers understand how the business will operate. 

 

Discussion Questions   

 

1. Prove the necessity to include Organizational Plan section into the business plan. 

2. What issues need to be included into Internal Management Team sub-section of 

Organizational Plan?  

3. Are all sub-sections of the Organizational Plan required for small business? Prove your 

point of view.  

 

 

 

 

 

 

 

                                                 
25 How to Prepare Your Business Plan. UNITED NATIONS  New York and Geneva, 2002. [Electronic recourse]/   

http://unctad.org/en/docs/iteiia5_en.pdf 

 

http://unctad.org/en/docs/iteiia5_en.pdf


SUCSID training course: “Start-up projects business planning”  530349-TEMPUS-1-2012-1-FR-TEMPUS-JPHES 

 

40 

 

7. DEVELOPMENT OF A STRATEGY OF FINANCING AND A FINANCIAL PLAN 

 

Learning Objectives 

 

After studying this chapter you should be able to: 

1. Understand the key elements of a financial plan 

2. Determine and interpret risks, calculate and evaluate breakeven point of a business project  

 

Key words: strategy of financing, financial plan, risks, break-even analysis 

 

Business plans are inherently strategic. You start here, today, with certain resources and 

abilities. You want to get to a there, a point in the future (usually three to five years out) at which 

time your business will have a different set of resources and abilities as well as greater profitability 

and increased assets. Your plan shows how you will get from here to there26. 

It doesn't necessarily take a lot of money to make a lot of money, but it does take some. That's 

especially true if, as part of examining your goals and objectives, you envision very rapid growth. 

Start by asking yourself what kinds of financing you're likely to need – and what you'd be 

willing to accept. It's easy when you're short of cash, or expect to be short of cash, to take the attitude 

that almost any source of funding is just fine. But each kind of financing has different characteristics 

that you should take into consideration when planning your plan. These characteristics take three 

primary forms: 

First, there's the amount of control you'll have to surrender. An equal partner may, quite 

naturally, demand approximately equal control. Venture capitalists often demand significant input 

into management decisions by, for instance, placing one or more people on your board of directors. 

Angel investors may be very involved or not involved at all, depending on their personal style. 

Bankers, at the other end of the scale, are likely to offer no advice whatsoever as long as you make 

payments of principal and interest on time and are not in violation of any other terms of your loan. 

You should also consider the amount of money you're likely to need. Any amount less than 

several million dollars is too small to be considered for a standard initial public offering of stock, for 

example. Venture capital investors are most likely to invest amounts of € 250,000 to € 3 million. On 

the other hand, only the richest angel investor will be able to provide more than a few hundred 

thousand dollars, if that. 

Almost any source of funds, from a bank to a factor, has some guidelines about the size of 

financing it prefers. Anticipating the size of your needs now will guide you in preparing your plan. 

The third consideration is cost. This can be measured in terms of interest rates and shares of 

ownership as well as in time, paperwork and plain old hassle. 

Planning. What aspects of an organisational strategy and plan must be in place before you 

develop your financing strategy? You need to know where you are now. This should include general 

strengths and weaknesses, as well as specific financial strengths and weaknesses27. It may be helpful 

to do a SWOT Analysis.  

Some useful indicators against which to measure your current sustainability situation are:  

total number of donors – you need a reasonable number and spread, but not so many that you 

spend all your time reporting;  

ratio of international to local donors – you need the ratio of local to international donors to be 

relatively high, if possible, because local donors have a direct stake in supporting your work;  

                                                 
26 Plan Your Plan. [Electronic recourse]/  http://www.entrepreneur.com/article/38292#ixzz2qJbujxdk 
 

27 Developing a Financing Strategy. [Electronic recourse]/  
http://www.civicus.org/new/media/Developing%20a%20Financing%20Strategy.pdf 
 

http://www.entrepreneur.com/article/38292#ixzz2qJbujxdk
http://www.civicus.org/new/media/Developing%20a%20Financing%20Strategy.pdf
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earned income – you need to earn a reasonable percentage of your income (what is 

“reasonable” will depend on the nature of your organisation and the work it does) to ensure that you 

are not totally dependent on donors;  

keeping overhead expenses as low as possible – this means you can do the work, but your 

core costs are kept low (not more than 15% to 20% of total expenditure);  

the amount of money you have in reserve – you need to build up a reserve fund which can 

earn interest and give you a buffer against financial crises.  

You need to have a clear organisational vision and mission, and a strategy and action plan for 

achieving them. Your financing strategy must support your organisational strategy. You need to 

know what you plan to do and how many staff members and other resources you need to do it, before 

you work out how much money you will need and how you will get the necessary finances.  

Risk is the degree of uncertainty associated with the predicted result. The following types of 

risks can be distinguished (Fig. 7.1): allowable risk, which can be covered by profit;  critical risk, 

which is covered by profit;  catastrophic risk, which covered by the property of the company. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 7.1. The main risk types 

 

When formulating this section of the business plan the task is to assess the degree of 

uncertainty to achieve this goal, to determine the time and place of the coming of undesirable 

consequences, to analyse main risk types and their sources and to develop measures to reduce the loss 

of financial resources (Fig. 7.2). 

 

 

 

 

 

 

 

 

 

 

 

 

1. Production risk 

 

- delays in the construction 

and ground preparation 

- delay in delivery of 

equipment 

- seasonality of raw materials 

supply 

- unforeseen stops 

- lack of raw materials 

- poor quality of products 

- poor quality of raw materials 

- outdated products 

- depreciated machinery 

- lack of reserve capacity 

2. Market risks 

- demand instability  

- reduced competitors’ prices  

- raw materials’ prices increase 

- changes in tax and customs 

policy 

- competitors’ productivity 

increase  

- effective demand reduction  

- lack of skilled labor force 

 

3. Social and psychological 

risk 

- political stability 

- psychological climate 

 

4. Ecological risk 

- atmospheric emissions 

- discharges to water 
 

5. Financial risk 

- lack of own circulating 

assets 

- long-term diversion of 

working capital in 

calculations 

- currency risk 
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Figure 7.2. Key measures to reduce or avoid risks   
 

Principal risk factors and measures to reduce financial losses can be summarized in table 1. 

Table 1 

Risk factors and measures to reduce financial loss 

 

Risk Factors 

 

Measures to reduce financial losses 

Unstable general economic situation in the 

country 

Implementation of economic stabilization measures, 

privatization and corporatization 

The decline in production due to the lack of 

investment and working capital 

Attracting additional loans and domestic investment 

in the form of equity 

Limited ability to attract foreign investment 

to develop production and retooling 

Improving the investment climate by providing 

additional benefits and government guarantees to 

investors 

Targeting at only one supplier of raw 

materials 

Research for opportunities and other options to 

obtain raw materials 

 

Break-even analysis. For the efficiency estimations of start-up project the next types of 

investment appraisal are used net present value (NPV), internal rate of return (IRR), profitability 

index (PI), payback period (PP). These indicators are described in the courses Entrepreneurship and 

Innovation management. 

NPV means Net Present Value or the difference between the present value of cash inflows and 

the present value of cash outflows. NPV method is a discounted cash flow from the project to the 

investor over the predictive period from the beginning of investment to output. If NPV  0, the 

investment decision is taken. 

IRR means Internal Rate of Return. IRR is the maximum level of prices of capital (discount 

rate) at which the project with the specified flow of funds to the investor will have a commercial 

interest for him. 

Generally speaking, the higher a project's internal rate of return, the more desirable it is to 

undertake the project. As such, IRR can be used to rank several prospective projects a firm is 

considering. Assuming all other factors are equal among the various projects, the project with the 

highest IRR would probably be considered the best and undertaken first. 

Key measures to 

reduce or avoid 

risks 

 

reorientation of manufacturers to the 

production of new products and 

exports expansion of  produced 

goods 

expansion of leasing 

relations 

reasonable 

establishment of risk 

funds, loss decrease can 

be achieved by 

insurance 

carrying out settlements 

with suppliers of raw 

materials and 

components, i.e. barter 

development 

extension of the 

search for 

alternative 

procurement of 

material 

resources 

 

 expansion of market research and forecasting 

the behavior of principal competitors, as well 

as recognition of their achievements in your 

production and pricing strategies 

 

continued analysis of 

market conditions, 

adjustments of 

decisions, timely 

maneuvering of 

resources 
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IRR is sometimes referred to as "economic rate of return (ERR)". You can think of IRR as the 

rate of growth a project is expected to generate. While the actual rate of return that a given project 

ends up generating will often differ from its estimated IRR rate, a project with a substantially higher 

IRR value than other available options would still provide a much better chance of strong growth. 

Profitability Index. The profitability index is the ratio of the sum of present values of the 

project divided by the initial cost of the investment. It is a relative measure of the value (present 

value) of a project compared to its cost. The higher profitability index projects have higher PV’s 

relative to the scarce capital invested. 

Payback Period. Number of years for the cumulative net cash flows from a project to equal the 

initial cash outlay (the number of periods it takes the cash inflows from a project to recover the 

original cost of the project).  

Decision rule: Firm specifies an arbitrary number of years as the critical number (x). If payback 

period < x, then accept the project. Otherwise, reject the project. 

When accounting for risks, managers will determine if a project is too risky relative to the 

profitability of it. There are several techniques used when it comes to risk analysis, for example 

break-even analysis28. 

 

Break-even analysis  is a type of simple analysis that tells us how many units must be sold in 

order for a particular project to offset it’s costs or break even.  

 

In other words, how many units must be sold so the pre-tax operating cash or the accounting 

profits are equal to € 0? This particular type of analysis is performed at a cash-flow DOL and at an 

accounting DOL level. It also gives us a relative measure of how solvent a certain project is. 

 

Cash-flow break-even. The pre-tax operating cash-flow (EBITDA) is used to determine the 

cash-flow break-even point. This is important, as it reveals if the project’s pre-tax operating cash-

flows will be adequate to keep the project going without any additional investment being required. 

It is quite easy to calculate the break-even point. The fixed-costs (FC) of a project is divided 

by the contributing proportion of an item sold (Price of Unit – Variable Cost of Unit). This, in it’s 

mathematical form is: 

 

           EBITDA Break − Even =
FC

Price−Unit VC
      (7.1) 

 

 

The cross-over level of sales. An extension to the EBITDA Break-Even or Cash-Flow Break-

Even analysis is the Cross-Over Level of Sales analysis. Instead of looking at an individual project – 

the cross-over level of sales analysis compares two projects at once. 

It describes the number of units that need to be sold, in order for two projects to attain the 

same Earnings Before Interest, Tax, Depreciation and Amortisation (EBITDA). 

The cross-over level of sales is calculated using the following formula: 

 

 

COEBITDA =
FCAlternative 1−FCAlternative 2

UnitContributionAlternative 1− UnitContributionAlternative 2
  (7.2) 

 

 

 

                                                 
28 Project evaluation: what is break-even analysis? [Electronic recourse]/    http://letslearnfinance.net/what-is-

break-even-analysis/ 
 

http://letslearnfinance.net/what-is-break-even-analysis/
http://letslearnfinance.net/what-is-break-even-analysis/
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EXAMPLE  

 

A company can under-take one of two mutually exclusive projects. The projects are either for 

a manual or a automated production line. The manual production process has fixed costs of €4,000 

per year and a variable cost of €20 per unit. 

The automated production process has a fixed cost of €35,000 per year and a variable cost of 

€16 per unit. In either case, each produced unit is sold at €25. 

To calculate the EBITDA break-even points for each process, we must apply the above 

formula: 

EBITDA Break-Even (Automated Line) = €35,000 / (€25- €16) = 3,889 units 

EBITDA Break-Even (Manual Line) = €4,000 / (€25- €20) = 800 units 

 

The break-even points and point of crossover for the manual vs. automated processes 

 

 
 

 

Accounting operating profit (EBIT) is used to determine the accounting break-even point. 

This measure is important as it reveals the number of units that must be sold, in order to avoid an 

accounting operating loss. 

It is also quite simple to calculate the break-even point. The sum of the fixed-costs (FC) and 

the depreciation and amortisation costs of a project is divided by the contributing proportion of an 

item sold (Price of Unit – Variable Cost of Unit). This, in it’s mathematical form is: 

 

EBIT Break − Even =  
FC+D&𝐴

Price−Unit VC
      (7.3) 

 

Managers utilise the break-even analysis technique to determine how many units must be sold 

in order for the project to break-even; on an pre-tax cash-flow level and at an accounting operating 

profit level. 

This is just one of the many ways that a manager can determine the risks associated with a 

certain project. 
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Conclusion. Each kind of financing has different characteristics that should be taken into 

consideration when planning a business plan. These characteristics take three primary forms (the 

amount of control you'll have to surrender, the amount of money you're likely to need and the cost of 

financing). It is helpful to do a SWOT Analysis, to analyse main risk types and their sources and to 

develop measures to reduce the loss of financial resources. 

 

Discussion Questions  
1. What are the key elements of the financial plan? 

2. Describe risks, explain the method of calculation of breakeven point of a business project. 
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8. ANALYSIS AND EVALUATION OF THE BUSINESS PROJECTS  

   

Learning Objectives 

 

After studying this chapter you should be able to: 

1. Understand the concept and terminology of analysis of the business plan 

2. Understand the range of tasks involved in undertaking rigorous evaluation and analysis 

3. Understand the importance of analysis and evaluation within it 

 

Key words: financial analysis, evaluation, business plan, presentation, private interview, 

investors.  

 

Analysts must bear in mind that better results are the ultimate aim of their work, not simply 

“better decisions”, and certainly not “better analyses”. Analysis by itself creates no value - it must be 

used in a decision-making context in order to provide value. 

Any business cannot be, developed without planning. It is essential to have a business project 

(because it makes all difference between organized & activity and chaos). It, opposes a randomized  

coursed of events to an estimated, pre-evaluated one, offering the premises of a success oriented 

business by reducing unexpected, unwanted occurrence29. Building a business plan can be rather 

demanding. It makes an exhaustive, detailed analysis of the activity of the company. 

Analysis is part of a complex process that turns raw data into value for the organization.  This 

“business intelligence value chain” is diagrammed in Figure 8.1.  Note that the process consists of  

states (the boxes) and transformations (the arrows). 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Fig. 8.1. The Business Intelligence Value Chain 

 

 

                                                 
29 McKeever, M. (2007), “How to write a Business Plan” Ninth Edition, Consolidated Printers, Inc., The USA, 2007 
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The business plan is the company’s visiting card and will give you access to important 

business partners. Since, to outside observers, it reflects the image of the company attention must be 

given to points of style. Professional design and a careful choice of words are therefore important 

factors in the success of the document. Other points include such supposedly y trivial technical 

matters as the layout of the covering sheet and the quality of binding and paper. These are what give 

the reader his first impression.  

Presentation of the business plan is carried out: for review of interested businesses and 

individuals with new businesses; to demonstrate best business as an entrepreneur and team leading 

managers of the company; for establishing active partnerships with potential lenders and investors30.  

There are several levels of oral presentations to investors:  

LEVEL 1. THE ELEVATOR PITCH. As its name implies, this is a brief statement about 

your investment opportunity that you can get out in one breath. The sole purpose of the elevator pitch 

is to pique the interest of the investor. Success is an exchange of business cards and an offer for you 

to call and set up an appointment for an in-depth interview.  

The elevator pitch should be memorized and rehearsed enough so that you can give it without 

it sounding rehearsed. You never know where you might meet a potential investor: at a cocktail 

reception, football game, even in an elevator.  

 

LEVEL 2. THE FORMAL PRESENTATION AT A VENTURE FAIR or BUSINESS PLAN 

COMPETITION. You will probably be expected to have a PowerPoint presentation to support your 

verbal commentary.  

The time allotted for pitches varies from 3 to 10 minutes, with 5-8 minutes being the middle 

of the bell curve. Obviously, you can cover a lot more material in 3 to 10 minutes than in an elevator 

pitch, but generally there will not be time to cover financial projections in detail or the resumes of the 

management team. For finances, cover sales and profit projections and funding sought; for the 

management team, mention only significant successful and related experiences of key members31.  

The ideal presentation will necessarily be customized to emphasize the compelling nature of 

your investment opportunity. It is your responsibility to create a presentation that best characterizes 

the opportunity while  including  the  following  critical  elements.  Although your  presentation  will  

be tailored to your specific company, the first two slides and the final slide must contain the 

following information32.  

Slide 1 – Company name and logo, brief company description and presentation date.  

Slide 2 – Presentation outline.  

Final Slide – Contact information. 

The presenter must  determine  the  ultimate  order  of  the  presentation  and  what  specific  

information  should  be included.  

1.  Mission Statement: This is the one liner of the company that describes what it’s doing.  

2.  Market: How big is the market you are pursuing and how fast is it growing? How 

established is the market? What are the current trends? Who are the dominant players?  

3.  Problem: What is lacking or deficient in the market today? How big is the customer’s 

problem you are solving?  

4.  Solution to the Problem: What is your company’s unique solution to the problem? What is 

                                                 
30 Brooks, J. K. and Stevens B. A. (1987), “How to Write a Successful Business Plan”, The USA, 1987 

 
31 Mike Roer, David Sturgess. SENTR EPRENEURSHIP Sources of Capital  The Business Plan  Investors. Business 

Planning for Start-Up Enterprises.  Third edition. Editorial review board. Entrepreneurship Foundation; Fairfield, 

Connecticut.  

 
32 Ignition-Point-Presentation-Guidelines. [Electronic recourse]/http://ignitionpnt.com/wp-

content/uploads/2012/05/Ignition-Point-Presentation-Guidelines.pdf 

 

http://ignitionpnt.com/wp-content/uploads/2012/05/Ignition-Point-Presentation-Guidelines.pdf
http://ignitionpnt.com/wp-content/uploads/2012/05/Ignition-Point-Presentation-Guidelines.pdf
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the value proposition to your customer?  

5.  Competitive Advantage:  What is your sustainable  competitive  advantage?  What are 

your barriers to entry? Do you own or control any patents, proprietary technology or other 

intellectual property? Caution: Do not dwell on your unique technology. Describe it and move-on.  

6.  Management Team: Who is the management team? What is their experience? What skills, 

background do they possess that is relevant? What team members are missing and what is the plan to 

fill these open positions?  

7.  Per Customer Economics: How much does it cost for you to acquire a customer? How 

much revenue do you generate per customer? What is your cost of goods per customer? What does it 

cost you to service each customer? What is churn? What is the profit per lifetime of a customer?  

8.  Marketing & Distribution: How do you market and position your product or service to 

your targeted customer? How do you get in front of a customer? What channels will you use and how 

powerful are they?  

9.  Milestones: What is your stage of development? What has been your progress to date? 

(make today’s  reality  vs.  the  future  you  are  pitching  clear)  What  are  your  future  milestones?  

10. Capitalization & Fund Raising:  What is the current capital structure of the company? 

How much cash has been invested and by whom? How much money are you raising? What is your 

valuation expectation and what is it based on?  How will the money be spent?  How long will the  

new  money  last  and  what milestones will be met? How much additional financing do you 

anticipate and when? 

11. Summary Financial Information:  Present a summary of the company’s financial 

projections for the next 5 years,  preferably  in  one  slide.  Present the expected result  –  what  you  

realistically  expect  to achieve. Avoid being either overly conservative or optimistic.  

12. Conclusion: What are the 3-5 key points you want the listener to retain?33 

 

LEVEL 3. THE PRIVATE INTERVIEW in the office of the investor. This is what you hope 

the elevator pitch or formal presentation leads to. If meeting with a VC firm, be prepared to present to 

an investment team of 3 to 5 people. Plan to give a formal 10-20 minute introductory presentation. 

Expect to be interrupted with questions.  

Ask about logistics at the time you receive the invitation, or at least prior to the meeting, so 

you know what to expect:  

Number of people in room?  

Who are the decision makers? (Look up their bios on investor’s web site).  

Can you (should you) deliver a PowerPoint presentation?  

How many people will be in the audience?  

What is the total amount of time allotted for the interview? 

Anything you should particularly be prepared to cover? (The answer might reveal their 

biggest concern).  

Research the firm ( Who have they invested in (who are their portfolio companies? Would a 

relationship with your firm strengthen any of their portfolio companies? Are there any potential 

synergies?) 

 Call some of the CEOs of the portfolio companies (What advice do they have?  What is it 

like working with the investors? Do some due diligence yourself?).  

What is the process for securing capital from the firm? If this is not on the web site, ask. 

 

 

 

                                                 
33 Ignition-Point-Presentation-Guidelines. [Electronic recourse]/http://ignitionpnt.com/wp-

content/uploads/2012/05/Ignition-Point-Presentation-Guidelines.pdf 

 

http://ignitionpnt.com/wp-content/uploads/2012/05/Ignition-Point-Presentation-Guidelines.pdf
http://ignitionpnt.com/wp-content/uploads/2012/05/Ignition-Point-Presentation-Guidelines.pdf
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EXAMPLE  

 

The Boston Consulting Group, gained prominence during the 1960s partly because its dog-

star-cash cow- question mark matrix was both memorable, and applicable to one of the major 

management problems of the day-building portfolios of companies.  Unique and persuasive analytic 

models are the stuff around which consulting practices, academic careers, and software packages can 

be built. 

 

During the presentation of the business plan should cause a feeling of optimism and 

enthusiasm. Investors do not invest their money in a project that will have them for business interests.  

Any potential investor or lender in the presentation of a business plan wants to verify its 

feasibility and effectiveness. If during the presentation of the entrepreneur will be able to bring to the 

minds of investors (lenders) the main purpose, and their potential outcomes, then he can usually rely 

on financial support. Thus the business interests of stakeholders (creditors and investors) do not 

match. Lender, as has been said, especially concerned about the company's ability to turn your debt. 

He is satisfied that were paid regularly and debt, and interest on the loan. Investors, shareholders are 

more thoroughly consider myself a business plan. They should be particularly attentive to issues 

related to reasonable compromise between the interests of the company and their own interests. If the 

activity of the company is successful, it will have a positive effect on the rate of return an investor 

who receives a share of the income in return on investment34.  

Investors willing to take on more risk subject to greater profits. If the profit is 

incommensurate with the risk that investing in business projects unprofitable. A very important 

aspect of the process of business plan presentation is to show the expected volume of sales dynamics 

over time. Thus the projections should be realistic, or you may call into question the validity of the 

project.  

The next important step in the presentation are: explanation volumes required investment 

areas of use; justify return on invested capital, highlighting the opportunities and terms of repayment 

of the loans. If these data are carefully prepared and clearly communicated during the presentation of 

the business plan, they can become one of the important criteria for evaluating the attractiveness  

business.  

During the presentation of the business plan the entrepreneur should definitely prove his 

ability to foresee all possible types and sources of risk, which can be found in the new business. It is 

very important to distinguish the most likely risks in order to upset the "bridge" to answer the 

question of how to reduce risks and losses. Note that frank, balanced and concise discussion of this 

issue during the presentation of the business plan above will characterize you as an entrepreneur with 

the best hand, and testify that you discover the proper care of the efficient use and protection of 

capital that are going to receive from your partner.  

 

EXAMPLE  

 

The Presentation Plan. If you take a working plan, with its low stress on cosmetics and 

impression, and twist the knob to boost the amount of attention paid to its looks, you'll wind up with 

a presentation plan. This plan is suitable for showing to bankers, investors and others outside the 

company. 

 

                                                 
34 Timothy W. Powell TW Powell Company Analysis in Business Planning and Strategy Formulation. Prepared for the 

Art and Science of Business Intelligence Analysis, JAI Press, Gilad and Herring, eds., copyright JAI Press Weston,C. 

(1992), “Financial Theory" and Corporate Policy” Third Edition, Addison Wesley Publishing Company, Inc., The 

USA,1992 
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After presentation, the entrepreneur must be ready to answer questions as the most important 

task is the presentation of a business plan is to establish a dialogue with potential investors. The 

process of presentation of the business plan will be effective if they take into account factors that 

"allure" of creditors and investors to finance and co-operation.  

Experience has shown that the greatest attention is drawn to the following factors: personal 

business as an entrepreneur, his abilities as a leader; pronounced interest entrepreneur your business, 

wish anything to achieve this goal; professional competence and knowledge of entrepreneur in 

practical organizational and economic matters of business; composition of the top managers of the 

company, their qualifications, experience, previous achievements and successes, balance of 

knowledge and skills of the management team as a whole.  

 

Conclusion. Presentation of the business plan must demonstrate that the whole team is 

interested in positive results of the business idea, the staff works with the leader, the leader in one 

line, and individual and group interests, experience and tradition, qualification and socio-

psychological characteristics of leaders and managers of firms included in the process of developing 

a business plan. In this case, lenders and investors need to understand that the proposed business plan 

organizational management structure is the most appropriate for the business and the management 

team has both administrative skills and skills in financial management, marketing, production. 

 

Discussion Questions   
1. Why is analysis and evaluation important to start-ups? 

2. Why is it important for start-up to have a presentation of the business plan? 

3. What is the total amount of time allotted for the interview? 
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PRACTICAL ASSIGNMENTS 

 

 
1. A BUSINESS PLAN IN A MARKET SYSTEM 

 

Task 1.1. Determine 7-10 goals of business activity. Insert the most important goals into the 

Table 1.1 and range them. Thereafter mark if the SMART criteria are implemented in the Table 1.1. 

In case of need review your goals.  

Table 1.1 

The SMART Goals Criteria 

 

Goal Rank 
Criteria 

S M A R T 

       

       

       

       

       

 

 

Task 2.2. Analyze the business climate of your country by means of the website 

http://www.doingbusiness.org/rankings 

 

Answer the following questions:  

o How comfortable is it for new companies?  

o Is it easy to start-up a new business?  

o How many days does it take?  

o Is it risky and how can we plan entrepreneurial activity?   

 

 

 

2. A PREPARATORY STAGE OF A BUSINESS PLAN DEVELOPMENT 
 

 

Task 2.1. Describe the main ideas of your start-up project. Briefly describe the efficiency, 

possibility of their implementation, their real and potential value, risk level and the economic 

efficiency of their realization. 

 

Task 2.2. Define the mission and goals of future business. Formulate the mission as a well-

defined reason of the company activity. All the further goals are developed to fulfil this mission and 

they are to conform to certain requirements: to be specific, well-defined and measurable; to have 

different duration of action to be real; to be developed for every single type of activity that is 

important for the company; to complement each other rather than disagree. 

 

Task 2.3. Conduct research strengths, weaknesses, opportunities and threats of the future 

business. The analysis results can be given as a table (Tables 2.1, 2.2). Table 2.1 demonstrates four 

main SWOT fields, and table 2.2 shows the matrix of strategies of using SWOT-analysis results. 

 

 

 

http://www.doingbusiness.org/rankings
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Table 2.1 

Depiction of SWOT-analysis results 

 

Weak sides 

 

 

The inner drawbacks of the future business 

project  

 

 

Strong sides 

 

Inner advantages of the business project in 

different functional areas: marketing, finances, 

production, personnel.  

 

Threats 

 

Unfavorable external factors whose influence 

can lead to failures in the process of business 

project implementation 

 

 

Opportunities 

 

Promising directions of business projects 

development capable of bringing success in the 

future  

 

 

 

Table 2.2 

Matrix of strategies of using SWOT-analysis results 

 

SO 
Measures to be taken to make usage of business project strong sides in order to enhance the 

opportunities 

ST 
Measures to be taken to make usage of business project strong sides in order to prevent and 

reduce the threats  

WO 
Measures to be taken to overcome the business project weak sides in order to  

enhance the opportunities   

WT 
Measures to be taken to overcome the business project weak sides in order to  

prevent and reduce the threats 

 

 

 

3. SUCCESSION OF A BUSINESS PLANNING PROCESS 
 

 

Task 3.1. Arrange in a logical sequential order the basic  stages of developing  a Business 

Plan (complete the table): 

Production plan, Competition, Business risks and guarantees, Socio-economic importance of 

the project, Market Analysis, Organizational plan, Location, Marketing Plan, Description of the 

product offering, Description of the enterprise, Financial plan. 

 

№ Stages  of the developing  a Business Plan 

1  

2  

3  

4  

5  

6  

7  
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8  

9  

10  

11  

 

 

Task 3.2. In the process of market analysis, required information on the distribution of the 

world market product «Y» for making decisions about how much is necessary to produce the product 

model «Y» within different price segments. Based on the data table: 

Table 3.2 

Data  source table 

 

Geographical 

segments of 

market 

 

Indicators 

Price level 

Total Low < 

500 

EUR 

Medium 

from 500 to 

700 EUR 

High 

from 700 

to 900 

EUR 

Higher > 

900 EUR 

А 

The share of the  price segment in total 

sales in the geographic market 

segment, % 

37 

 

45 

 

 

13 

 

 

5 

 

100 

Volume of the 

product sales «Y», mln pcs. 
3,8 2,6 0,7 0,2 7,3 

В 

The share of the  price segment in total 

sales in the geographic market 

segment, % 

14 

 

25 

 

40 21 100 

Volume of the 

product sales «Y», mln pcs. 
1,2 2,3 5,8 3,1 12,4 

Production capabilities of the future company, mln pcs. 8,0 6,9 6,5 3,7 25,1 

 

Define: 

a. What volume of the product «Y» of the each model should produce the company to sell in 

each geographic market segments. Which countries are more preferable for selling a product «Y» in a 

certain price range; 

b. Compare  of the market capacity for each model with a production capacity of the future 

company; 

c. Complete the table of the result and make conclusions.   

 

 

 

4. RESEARCH OF FACTORS OF EXTERNAL ENVIRONMENT 

AND DEVELOPMENT OF A MARKETING PLAN 

 

 

Task 4.1. Market segmentation – identifying and profiling distinct groups of buyers who differ 

in their needs and preferences. Describe your consumers using the criteria of market segmentation. 

Answers provided in the table. 
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The market segmentation 

 

Type of segmentation Variables 

Geographic  

Demographic  

Psychographic  

Behavioural  

 

 

Task 4.2. The Business Model Canvas, is a strategic management and entrepreneurial tool.    

 

KEY 

PARTNERSHIPS 

- 

- 

- 

- 

KEY 

ACTIVITIES 

- 

- 

- 

 

VALUE 

PROPOSITIONS 

- 

- 

- 

- 

CUSTOMER 

RELATIONSHIPS 

- 

- 

- 

 

CUSTOMER 

SEGMENTS 

- 

- 

- 

- 

KEY 

RESOURCES 

- 

- 

- 

 

CHANNELS 

- 

- 

- 

 

COST STRUCTURE 

 

 

 

REVENUE STREAMS 

 

 

 

 

Task 4.3. Describe the marketing mix variables for your business. Provide answers in the table. 

 

The Product Strategy The Price Strategy 

- 

- 

- 

 

- 

- 

- 

 

The Place Strategy The Promotion Strategy 

- 

- 

- 

 

- 

- 

- 
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5. RESEARCH OF FACTORS OF INTERNAL ENVIRONMENT 

AND DEVELOPMENT OF A PRODUCTION PLAN 

 

 

Task 5.1. You are an young entrepreneur who wants to start a business in the field of 

rendering cleaning services for citizens. Determine which are the inputs, process and outputs of this 

business. 

 

Task 5.2. You want to open a business in the production of wooden furniture. For this: 

a. Describe the technological process. 

b. based on the description of the technological process identify the necessary resources to 

achieve the production process. 

 

Task 5.3. You are a young entrepreneur dealing with the collection of honey. You want to 

differentiate yourself from other competitors and have decided to pack honey for the consumer to be 

more convenient to use. 

Identify some possibilities of honey packaging that will be accepted by your customers. 

 

 

 

6. DEVELOPMENT OF AN ORGANIZATIONAL PLAN 
 

 

Task 6.1. You are the owner of a business that sells milk products for schools, kindergartens 

and high schools in your city. You have employee in the following departments:  

High School Sales, 

Kindergarten Sales,  

School Sales,  

Accounting.  

Each sales department has two full-time and one part-time sales managers and two delivery 

persons. The Accounting department has two full-time employees that report to the chief manager.  

1) Create an organizational chart.  

2) If sales are declining in one of the sales departments, what would your recommendation be 

to possibly restructure to improve sales?  

3) If sales are increasing, make a recommendation on how to restructure to handle the 

increased business? 

 

Task 6.2. Your company has 900 customers. The total number of customers that can be 

served by each sale manager is 150 customers per month. The employee salary level is 

1500,00 Euros per month. Maximum employee benefits rate makes 40 % of salary rate. 

Calculate total labour cost for this sale company for a month.  
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7. DEVELOPMENT OF A STRATEGY OF FINANCING AND 

A FINANCIAL PLAN 

 

 

Task 7.1. Break-even analysis is a very useful cost accounting technique. Learning how to do a 

break-even analysis is a matter of following a few steps. 
1 Determine your company's fixed costs. Fixed costs are any costs that don't depend on the 

volume of production. Rent and utilities would be examples of fixed costs, because you will pay the 

same amount for them no matter how many units you produce or sell. Categorize all your firm's fixed 

costs for a given period and add them together. 

2 Determine your company's variable costs. Variable costs are those that will fluctuate along 

with production volume. For example, a business that performs oil changes will have to purchase 

more oil filters if they perform more oil changes, so the cost of buying oil filters is a variable cost. In 

fact, because the company can expect to buy 1 oil filter per oil change, this cost can be allocated to 

each oil change performed. 

3 Determine the price at which you will sell your product. Pricing strategies are part of the 

much more comprehensive marketing strategy, and can be fairly complex. However, you know that 

your price will be at least as high as your production costs (in fact, a lot of anti-trust legislation exists 

to outlaw selling below cost). 

4 Calculate your unit contribution margin. The unit contribution margin represents how 

much money each unit sold brings in after recovering its own variable costs. It is calculated by 

subtracting a unit's variable costs from its sales price.  

5 Calculate your company's break-even point. The break-even point tells you the volume of 

sales you will have to achieve to cover all of your costs. It is calculated by dividing all your fixed 

costs by your product's contribution margin. 

6 Determine your expected profits or losses. Once you have determined the break-even 

volume, you can estimate your expected profits. Remember that each additional unit sold will 

produce revenue equal to its contribution margin. Therefore, each unit sold above the break-even 

point will produce a profit equal to its contribution margin, and each unit sold below the break-even 

point will generate a loss equal to its contribution margin. 

 

Task 7.2. Consider the following example using an oil change business. 

The sales price of an oil change is 40 Euros (note that these calculations will work equally well 

when expressed in other currencies). Each oil change has 3 costs associated with it: purchasing a 5 

Euros oil filter, purchasing a 5 Euros can of oil, and paying 10 Euros in wages to the technician 

performing the oil change. These are the variable costs associated with an oil change. 

The contribution margin for a single oil change is: 40   (5+5+10) or 20 Euros. Providing an oil 

change to a customer brings the company 20 Euros in revenue after recovering its own variable costs. 

a. Imagine all of your company's fixed costs for a given month are 2000 Euros. What is the 

break-even point? (step 5) 

b. Imagine your business provides 150 oil changes in a month. Only 100 oil changes were 

needed to break even. Determine your expected profits or losses (step 6) 

c. Now imagine your business provided only 90 oil changes in a month. Determine your 

expected profits or losses (step 6). 

Task 7.3. Using SGR-model of attainable increase of James C. Van Horne 

 ( 

)1(

)1(

Eq

D

S

NP
b

S

A

Eq

D

S

NP
b

SGR





 ) 

according to the data from reference period accountancy, tabulated below, determine: 
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1) maximum possible increment of sales proceeds (SGR) of start-up company under given 

restrictions (return on sales, assets conversion cycle, capital structure); 

2)  strategic aims of start-up company, which are determined for the next 3 years in case of 

basic return on sales preservation, achievable: 

- growth of sales proceeds must amount to no less than 70 %; 

- annual expenditures from profit on dividend payout amount 180,000 Euros. 

 

Data for Financial Results of Start-up Company in Reference Period 

 

Indicator Symbol Amount 

Dividends paid, Euros Div 180 000 

Equity capital, Euros Eq 3 060 000 

Debt capital, Euros D 2 928 000 

Total assets (liabilities), Euros А  

Sales volume (Sales proceeds), Euros S 4 560 000 

Cost of sales, Euros 
 

3 240 000 

Other expenses, Euros 
 

420 000 

Pretax profit, Euros 
 

 

Tax on profit, Euros 
 

 

Net profit, Euros NP  

Reinvestment rate of profit b  

Return on sales (ROS) NP/S  

Leverage ratio D/Eq  

Capital intensity A/S  

Sustainable growth rate SGR  

 
Task 7.4.  Determine duration of the operating, production and financial cycles of your start-up 

company according to the given below schedule: 
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Figure 1.  Schedule of the company current assets cycles 

Analyze duration of the constituents using the example of your company. 

Compare delay period of payment by your resource providers and delay period of in-payment 

from your customers.  

Determine the optimization reserves of cycles and their constituents.  
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8. AN EXPERTISE OF A BUSINESS PROJECT 
 

Task 8.1. Group business plan presentation (20%). Presentation - this showcase project. 

During the presentation, the author not only tells about the progress and the results shows, but also 

demonstrates his own knowledge and experience in dealing with project acquired competence. 

Element of self - the most important aspect of the project, which involves the assessment of reflective 

author of all his work , and acquired in the course of her experience.  

Presentation dates – in your tutorial time during the week of  …………..  

 A group presentation of 10-15 minutes will account for 20% of the mark. All members of the 

group are expected to be present and participate in the presentation in some way.  

 Each group will present its business plan to their tutorial group, the tutor and the lecturer (in  

some cases if time constraints emerge, groups may not be presenting in their tutorial group time – 

please sign up early).  

 The presentation should be aimed at presenting your business idea to a group of angel 

investors who are selecting start-up businesses to invest in. Be prepared to answer any questions the  

markers have at the end of your presentation.  

 If you fail to present during your allocated time, you will receive zero marks for the 

presentation. 

Number of slides included in the presentation should not be less than seven. Slides should be 

mandatory:  

1. Cover sheet.  

2. Project information (resume).  

3. Company information.  

4. Investment plan.  

5. Financial performance.  

6. Break-even chart.  

7. Sensitivity analysis.  

Number of slides in the presentation may be increased.  

All slides must be made in the same style through the decoration of the presentation. 

The first slide is the Title slide of the presentation:  

- Full and short name of the company;  

- The wording of the ideals of the company (vision and mission);  

- Data on the founder, director;  

- Address of the phone;  

- Date and place of business plan. 

The second slide "Information on the project (summary)" must contain the essence of the 

investment project:  

- Name of goods (works or services);  

- The need for cash;  

- Sources to cover these needs (where does the money);  

- Discrete planning;  

- Planned production and sales;  

- The expected financial results (sales revenue, production costs, the amount of gross 

profit);  

- The period of return on investment in production facilities (breakeven point);  

- Terms of return of the loan. 

The third slide "Information on the enterprise." 

It should contain: 

- the date of registration in the state bodies; 

-  certificate number;  

- organizational structure of the enterprise; 
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-  staff, level of skills, education and work experience. 

The fourth slide "Investment plan" must contain the value of investments. In this slide, you 

can place (insert) schedule of enterprise creation. 

The fifth slide "Financial performance". Here in the figures are arguments in favour of your 

business plan. Slide contains text, tables, charts, graphs. 

The sixth slide "Break-even chart." On the slide should be explaining how many months from 

the start of the project, the company will reach the breakeven point. 

The seventh slide "sensitivity analysis" shows the sustainability of the project on the influence 

of variable factors, such as price, output, sales, the level of costs, inflation, stocks of materials and 

finished products. 

Table 8.1 

Criteria for evaluation 

 

  

2 point 

 

3 point 

 

4 point 

 

5 point 

 

 

 

General information 

 

Subject object is not 

obvious. The 

information is not 

accurate or is not given. 

 

Information set forth in 

part. In this paper we 

used only one resource. 

 

Sufficiently detailed 

information. Used more 

than one resource. 

 

This information is 

concise and clear. Used 

more than one resource. 

 

 

 

Application and 

Problems 
 

 

Not defined the scope of 

this topic. The solution 

process is inaccurate or 

incorrect. 

 

Reflected some of the 

applications of the 

theme. The solution 

process is incomplete. 

 

Reflected the 

application threads. The 

solution process is 

almost completed. 

 

Reflected the 

application threads. 

Presents a strategy for 

solving problems. 

 

 

 

Decor 

 

There is no plan to 

create a complete and 

well-executed 

presentation. 

 

Partial plan to create a 

colorful presentation. 

Slides are easy to 

understand. 

 

Detailed plan for 

creating good-looking 

presentations. Slides are 

easy to understand. 

Used some effects and 

backgrounds. 

 

A clear plan to create a 

beautiful and full 

presentation. Effects, 

backgrounds, graphics 

and sounds which focus 

on the information 

provided. 

 

Teamwork 

 

Not planned group 

work. Several members 

of the group are 

responsible for the 

whole team. 

 

Most of the team 

members involved, but 

productivity is very 

diverse. 

 

Work on the material is 

evenly distributed 

between the majority of 

the team members. 

 

Coordinated work of 

the group. All activity is 

evenly distributed 

among the team 

members. 
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Assignment Brief 

 

Module Title: 
Start-up projects business 

planning 
Module Code: EP 405 

Assignment No/Title: Proposal SW 2 
Assessment 

Weighting: 
100% 

Submission Date: 03 June 2014 
Feedback Target 

Date: 
09 June 2014 

Module Co-ordinator/ 

Tutor: 
Allocated tutor   

Submission Instructions: 

 

This assignment is to be submitted electronically using Blackboard 

 

 

1. This assignment must be submitted electronically by 6 pm on the submission date 

2. To submit electronically you must upload your work to the e-submission area within the 

Blackboard module concerned.  

3. You can resubmit your work as many times as you like until the deadline. If you choose to 

resubmit, your earlier submission will be replaced, and you will NOT receive an Originality 

Report until 24 hours from when the submission was made. 

4. You will receive a digital receipt as proof of submission. This will be sent to your corporate 

e-mail address; please keep this for reference. 

5. You are reminded of the University’s regulations on cheating and plagiarism. 

6. Late submission within 5 working days of the deadline will result in the mark being capped 

at a maximum of 50%. Beyond this time the work will not be marked. 

7. You are reminded that it is your responsibility to keep an electronic copy of your 

assignment for future reference. 

 

 

Instructions to Students 

 

This is an individual assignment and essential element of the course. Students must complete 

this assignment in order to complete the course 
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The Assignment Task: Describe your business project using Business Model Canvas. 

 

In no more than 1500 words (+/-10%) describe the start-up  project when you want to 

organize idea using Business Model Canvas which including such elements: 

1. Customer segments 

2. Value propositions 

3. Channels 

4. Customer relationships 

5. Revenue streams 

6. Key resources 

7. Key activities 

8. Key partnerships 

9. Cost structure 

 Insert the answers in the Table.You must provide detailed characteristics for each element and 

put them under the Table. 

 

KEY 

PARTNERSHIPS 

- 

- 

- 

- 

KEY 

ACTIVITIES 

- 

- 

- 

 

VALUE 

PROPOSITIONS 

- 

- 

- 

- 

CUSTOMER 

RELATIONSHIPS 

- 

- 

- 

 

CUSTOMER 

SEGMENTS 

- 

- 

- 

- 

KEY 

RESOURCES 

- 

- 

- 

 

CHANNELS 

- 

- 

- 

 

COST STRUCTURE 
 

 

REVENUE STREAMS 

 

 

Assessment Criteria: 

   Clear  description of each element of the business model for your business          90%    

including:      

Customer segments –      10% 

Value propositions –       10% 

Channels –                       10% 

Customer relationships – 10% 

Revenue streams –           10% 

Key resources –                10% 

Key activities –                10% 

Key partnerships –           10% 

Cost structure –               10% 

 A reference list and bibliography including statistics, market surveys, consumer survey 

results and websites investigated for this proposal                                                      10%                                                                                                             
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