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Learning Objectives
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Understand the importance
of strategic management to
a small business
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Explain why and how a
small business must create
a competitive advantage in
the market.
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Develop a strategic plan for
a business using the nine
steps in the strategic
management process.
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What Is a Business Plan?
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Business Plan

= A business plan is a written narrative, typically 25 to
35 pages long, that describes what a new business
plans to accomplish. (Barringer & Ireland, 2016)

= A business plan outlines the basic concept underlying
a business-what problem will be solved-and describes
how the business will execute its plan to solve the
problem. (Longenecker et al., 2017)

= A business plan is a document that defines in detail a
company's objectives and how it plans to achieve its
goals. A business plan lays out a written road map for
the firm from marketing, financial, and operational
standpoints. Both startups and established companies
use business plans. (investopia).
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Benefits of Creating a Business Plan |
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Business plan: - Jand) ddad
* A written summary of: 10 ga adle e
= An entrepreneur's proposed business Jac Y1 23l Ji e 7 il g el g 5 il
venture
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= The operational and financial details
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= The marketing opportunities and strategy
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= The managers' skills and abilities
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* A business plan is the best insurance against . )
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launching a business destined to fail or

mismanaging a potentially successful company
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Essential Functions of a Business Plan
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1. Guiding the company by charting
its future course and defining its

strategy for following it.

2. Attracting lenders and investors

who will provide needed capital.
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A plan must pass three tests
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proving that:

= A market really does exist
for your product or
service.

= You can actually build or
provide it for the cost
estimates in the plan.
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evaluates:

= A company's position
relative to its
competitors.

= Management's ability to
create a company that
will gain an edge over its
rivals.
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The Reality Test The Competitive Test The Value Test
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proving that:

= A venture offers investors
or lenders an attractive
rate of return or a high
probability of repayment.
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Why should you take the time to build a Business Plan? |
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= Although building a plan does not guarantee success, it does /,
. . . . 7
increase your chances of succeeding in business. —
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= Anplanis like a road map that serves as a guide on a journey
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through unfamiliar, harsh, and dangerous territory. Don’t

attempt the trip without a map!
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Who Reads the Business Plan & What Are They Looking For? ill
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There are two primary audiences for a firm’s business plan

Audience What They are Looking For
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A Firm’s Employees A clearly written business plan helps the employees of a firm operate in sync
<4l ik oo and move forward in a consistent and purposeful manner.
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Investors and other external A firm’s business plan must make the case that the firm is a good use of an
stakeholders investor’s funds or the attention of others.
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Structure of a Business Plan
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e Structure of the Business Plan

* To make the best impression a business plan should
follow a conventional structure, such as the outline

for the business plan shown 1n the chapter.

* Although some entrepreneurs want to demonstrate
creativity, departing from the basic structure of the

conventional business plan is usually a mistake.

* Typically, investors are busy people and want a

plan where they can easily find critical information
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Types of Business Plans
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Summary Business Plan Full Business Plan
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10-15 pages
Works best for new ventures
in the early stages of
development that want to
"test the waters" to see if
investors are interested in

their idea
daia15-10
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25-35 pages
Works best for new ventures
who are at the point where
they need funding or
financing; serves as a
"blueprint" for the
company's operations
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Operational Business Plan
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40-100 pages
Is meant primarily for an
internal audience; works
best as a tool for creating a
blueprint for a new venture's
operations and providing
guidance to operational
managers

4aia 100 - 40
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Chapter

Key Elements of a Business Plan |
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Section 1: Executive Summary
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The executive summary is a short overview of the entire
business plan.

It provides a busy reader with everything that needs to be
known about the new venture’s distinctive nature.

An executive summary shouldn’t exceed two single-
spaced pages.

Even though the executive summary appears at the
beginning of the business plan, it should be written last.

The plan itself will evolve as i1t’s written, so not
everything is known at the outset.

In many instances an investor will ask for a copy of a
firm’s executive summary and will ask for a copy of the
entire plan only if the executive summary is sufficiently
convincing.

The executive summary, then, is the most important
section of a business plan.
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Section 1: Executive Summary
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* The executive summary is a written version of “the elevator

pitch”

* A good elevator pitch provides:

1.

Context. What does your company do in easy-
to-understand words?

Benefit. What benefit or advantage does your
company offer customers?

Target customers. For whom does your
company provide the benefit?

Point of differentiation. How is your company
different from other companies that provide
similar products, services, or solutions?

Clincher. Can you leave the listener or reader
with a memorable, bottom-line sound bite
about your company.
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Section 2: Industry Analysis

Industry Analysis

This section should begin by
describing the industry the
business will enter in terms of its
size, growth rate, and sales
projections.

Items to include in this section:

o Industry size, growth rate,
and sales projections.

Industry structure.
Nature of participants.
Key success factors.

Industry trends.

o O O O O

Long-term prospects.
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Section 3: Company Description
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( This section begins with a general description of the company.

* Items to include in this section:
e Company description.
e Company history.
* Mission statement.
* Products and services.
* Current status.
* Legal status and ownership.
* Key partnerships (if any).

* Most start-ups do not service their entire industry. Instead,
they focus on servicing a specific (target) market within the
industry.

* It’s important to include a section in the market analysis that
deals with the behavior of the consumers in the market. The
more a start-up knows about the consumers in its target
market, the more it can tailor its products or services
appropriately.
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Product or Service Description

= Describe the benefits customers get from the

product or service

= A feature is a descriptive fact about a product

or service.

= A benefit is what the customer gains from the

product or service feature.
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Features

4000 mAh battery
Fingerprint sensor
32 mega pixel camera
Wireless charging
8 GB RAM and 1.8 GHz processor
5“7 inch AMOLED panel

Long lasting battery

Security
Good pictures
Handy charging
Fast processing

Comfortable screen size
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Section 4: Market Analysis
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Market Analysis
= The market analysis breaks the industry into segments
and zeros in on the specific segment (or target market)
to which the firm will try to appeal.
= |tems to include in this section:
o Market segmentation and target market selection.
o Buyer behavior.
o Competitor analysis.
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Competitor Analysis |
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= Who are the company's key competitors? A8l () st 1) () udliall ad (pa

* What are their strengths and weaknesses? Cagizin g agigf lalds ol =

* What are their strategies? Sagilbing yisl a4 L

= How successful are they? fagalai s Lo =

* What distinguishes the entrepreneur's e Jeee ¥l adl 4 ol xite Joay s3I La
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differences produce a competitive edge? Al
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Section 5: The Economics of the Business Section
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The Economics of the Business

This section addresses the basic logic of how profits

are earned in the business and how many units of a

business’s profits must be sold for the business to

“break even” and then start earning a profit.

Items to include in this section:

@)

Revenue drivers and profit margins.
Fixed and variable costs.

Operating leverage and its implications.
Start-up costs.

Break-even chart and calculations.
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Chapter

Section 6: Marketing Plan
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* Marketing Plan
* The marketing plan focuses on how the business will
market and sell its product or service.

* Items to include in this section:
* Overall marketing strategy.
* Product, price, promotions, and distribution.
» Sales process (or cycle).
» Sales tactics.
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Section 6: Marketing Plan
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= The best way to describe a start-up's
marketing plan is to start by articulating its
marketing strategy, positioning, and points of
differentiation, and then talk about how these
overall aspects of the plan will be supported
by price, promotional mix, and distribution

strategy.

= |t's also important to discuss the company

sales process.
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Marketing Strategy |
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Section 7: Design and Development Plan
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Design and Development Plan

If you're developing a completely new product
or service, you need to include a section in
your business plan that focuses on the status
of your development efforts.

Items to include in this section:
* Development status and tasks.
* Challenges and risks.
* Projected development costs.

* Proprietary issues (patents, trademarks,
copyrights, licenses, brand names).
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Section 8: Operational Plan
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Operations Plan

Outlines how your business will be run
and how your product or service will be
produced.

A useful way to illustrate how vyour
business will be run is to describe it in
terms of "back stage" (unseen to the
customer) and "front stage" (seen by the
customer) activities.

ltems to include in this section:
 General approach to operations.
e Business location.

e Facilities and equipment
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Section 9: Management Team and Company Structure |
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* Management Team and Company Structure

e The management team of a new venture
typically consists of the founder or founders
and a handful of key management personnel.

* |tems toinclude in this section:
* Management team.
* Board of directors.
e Board of advisers.
* Company structure.

* Many investors and others who read the business
plan look first at the executive summary and then
go directly to the management team section to
assess the strength of the people starting the firm.
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Section 10: Overall Schedule |
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milestones critical to the business's success. Jaall ~lail
* Examples of milestones: dagall Jal yall Je A8 o
* |Incorporating the venture. & sdall Guanls o
 Completion of prototypes. A Y zolall JWS| e
* Rental of facilities. 8 el lanis) e
 Obtaining critical financing. esbaY) Jysaill e Jpasll o
e Starting production. WY e e
_ * Obtaining the first sale. 2 Alee Jsl e Jgandl o y




Section 11: Financial Projections |
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* Assumptions sheet. A ) Jal Al .
* Pro formaincome statements. A1) e gand) il o
* Pro forma balance sheets. A ) Al ) o
* Pro forma cash flows. B Jalas e
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Tips for a Good Business Plan |
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* First impressions count! Use an attractive cover. Llas e aadii) ldagae (J5Y) Gileliaiy) o

* Checks for errors. Al e 38T e

* Make it visually appealing. G pas Gl alzal) o

* Include a table of contents with page numbers. cdaiall ?GJT s iy sine i i i

e Make it interesting!
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* Show that it will make money. ; ;
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* Use spreadsheets for realistic financial forecasts.
* Include cash flow projections.
« Keep the plan "crisp." (8l Gl el ol

e Tell the truth. Maa) ¢ Adadll Jaa) e
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Chapter

What Lenders and Investors look for in a Business Plan
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the lender back (compares Your own money you are
your income to expenses) investing in your business,
capaciw often a down payment
Capital °
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4. Cha ra Cter A:MAMM & d';“v & J character ) An asset you pledge

Credit behavior based on cmlateral to back the loan

indicators like your credit ?
5. COndItlonS L} ) :',n report and score and E’

payment history Condiﬁons
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Market analysis of the <liclia chlalasy
trends of your industry
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The Pitch: Presenting the Plan |
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(° The time allotted for presenting is a—adall Cidgll HeGLadale o
usually less than 20 minutes, so it's  (i&dy 20 (e J8 il (yoa sall

important to rehearse and be Alanind) 5 il agall (e 13
prepared. .. .
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* A basic presentation should cover: L L |
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* Your company and its products qoe e e
and services. Leload s Lgtlatia s S 55
 The problem to be solved. Lels Gy Al ARG .
« A description of your solution —4—easi (52 Vol ay o
to the problem. AL
* Your company's business SIS d Jas Zigad e
model.
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* Your company's competitive
advantage.




Building a strategic plan |
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* Entrepreneurs must be able to adapt to changes in the marketplace.

* Strategic planning is a tool that can help: it involves developing a game plan to guide
the company as it works to accomplish its vision, mission, goals, and objectives and to

keep it from straying off course.
* It's crucial to building a successful business.

Ao Lelae oL A8 5l o 5 Jlae 3ad 5l paialy sd taelui O (S B 5 (o) i) Jaaddl) e
Dbl e ol ma) e Lgmia g Ll gl g Ledlaal g Leilli y g Loy ) (5a8a3
b oolad Jae sl Ll b el ag) o




Strategic Management Process |

04 EWETHSTIRTERN AR Al
* Step 1: Develop a vision and translate it into a Ale ) A e pgdagll pehaiz] sehadll o

mission statement

axiiall ¢ 3 g8l Lalai andi 1D 5 gladl) e

e Step 2: Assess strengths and weaknesses .
Slaagill g a @l e Uay Al s 13 5 shall o

e Step 3: Scan environment for opportunities

and threats At )l ALl el se 038514 3 5hadll
* Step 4: Identify key success factors ddliall Qs -5 3 ghadll o
e Step 5: Analyze competition S __ iy il oG sshall e

e Step 6: Create goals & objectives Sliadi) i) delua 17 35hadll o
Jadl ) Laladll das 5 :8 5 5hadll o

e Step 7: Formulate strategies
* Step 8: Translate plans into actions

* Step 9: Establish accurate controls




STEP 1: Develop a Vision and Create a Mission Statement |
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* Vision: the result of an entrepreneur’s dream of a3 398 00 e o o Jlee¥) Ja ) ala dai iy )l o
something that does not exist yet and the L )
ability to paint a compelling picture of that ) oyl alall 3g] 2iia 3 ) pom sy (Ao 3 )80
dream for everyone to see.

. 7l an cas o
e What does success look like?

* Aclearly defined vision: [z s daall gyl e
* Provides direction o
* Determines decisions Al 25
* Inspires people 0l gall dasd e
* Allows for perseverance in the face of ; )
adversity AIAY) agli e

1230 Aga ga 85 el prans @
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STEP 1: Develop a Vision and Create a Mission Statement
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Questions

Where do

we want to

- The Vision
R G W Gl () ol
=3

W hat
community do

we dream of?

€4y alad 1) aainall o La

What do
we want to
achieve??

¢ aad o) &, 13k

What do
we want
to be?

£SO i N




STEP 1: Develop a Vision and Create a Mission Statement |
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Mission statement: addresses the question:
"what business are we in?"

e Clarifies "why we are here " and “ where

we are going."
e Serves as a "strategic compass."
* Four key questions:

e What are we in business to

accomplish?
e Who are we in to business to serve?

* How are we going to accomplish that
purpose?

 What principles and beliefs form the
foundation of the way we do business?

Jandl s La" 1) gl aellay 1AL )l o dagall Gl e
RREEIPPIRER]
i o s L (s B oy
MOl

Maad) i) Ala o Alia Jany e

At ) Al dag )l e
VL PR T EN B | P RPX R PR
flanll (8 aterd ) i 2 e @
Syl 13a 3aai CaS o
o) I ) il 5 tsaladl L o

flllac] gy i ) 44y lall
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STEP 2: Assess Company Strengths and Weaknesses
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* Use a balance sheet to identify:
e Strengths

e Positive internal factors a company can
draw on to accomplish its mission, goals,
and objectives.

e \Weaknesses

* Negative internal factors that inhibit a
company's ability to accomplish its
mission, goals, and objectives.

r 0 e ganl) 433 Jaall anssil
3 gall Jalay o

St ol Al AA I Ja sa)l o
Lgiage Sty Lgle alaie ¥l 45, &l

‘Cazaall Jaldy e
508 Gund ) Al ) AdaIal) Qo gall o
Ledlaal s Lgiega Jlai) e 4S5
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STEP 3: Scan for Opportunities and Threats |
04 Q‘u\e,\eﬁ‘j ué).&."&.ﬁ&z.&" -3 55.h.éd| U NIIDVERSIET YIT!

* |dentify and manage:
* Opportunities

* Positive external factors the company
can exploit to accomplish its mission,
goals, and objectives.

e Threats

* Negative external factors that inhibit the
firm's ability to accomplish its mission,
goals, and objectives.

~

s

Op rprorfrianities

3)‘3)) J..jjaj °
oAl .
M H\ 3._:\.113.1‘)(\ 3._..).;)&\ d_.o\j:d\ .

ledlaal g
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STEP 4: Identify Key Success Factors |
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« Key success factors (KSFs):

factors that determine the Capable Technical Personnel S USY) () 9l (¢ 9l gal)
relative success of market ool Jal g Effective Risk Management il il 3 ))
participants. A al) / Effective Communication Judll Jual sl

* The keys to unlocking t.he / Effective Planning Jidl) el
secrets of competing |

Critical
Success

’4 Capable Managers S gl

> Effective KPIs AN A ) £12Y) < piga

\Ejfecuve Quality Control  43adl) 33 2l 48) 4
E/fective Cost Estimating Jadll cadisil) yua8s

successfully in a particular
market segment.

. 4
(KSFS) T ) sl L o g ou

A An.i‘\ \ ‘.\.\“ A ';“ d—A\j’J\ ol . i
- < 3 }_‘J\g 5 oS Ll \ Effective Process & Systems — 4Jadl) 4alail) g Cilolanl)
RUCIEWETR IR d ) milie @ Effective Milestone Tracking Jadl) < jlady) al

Ol e (pae pllad b Effective Change Management ARl ypsil) 5 )
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Step 5: Analyze the Competition
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[

Direct competitors
e Offer the same products and services

* Customers often compare prices, features
and deals among these competitors when
they shop

Significant competitors

e Offer some of the same or similar products
or services

* Product or service lines overlap but not
completely

Indirect competitors

 Offer same or similar products in only a
small number of areas

O9ilal) ¢ gusdliall
GAlaadd) g latdiall judh () geddy o
Y [ SN (P PRIV S, VWS IV B P O e P-S
O ety Ladie pudliall oW sa n Gladiall g

O 3agall (g puudlial
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Step 6: Create Company Goals and Objectives
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Goal
* Agreater purpose
* Along-term outcome

* May not be easy to measure

[Example: Support NWT
residents to make healthy
lifestyle choices that reduce
their risk of cancer.]

FRE(
sl ja g o
L) Aygh dpii o
Al ® Sl pa oY B e
Aall) adEY) S asd 10U
doaia Bl Jaad <l JLA MASY 4y &)
[t sally Alal) jlad (e SIS

Objective

* A specific, short-term action
that will contribute to
achieving a goal

*  Must be measurable

[Example: Create a website with
accurate and current information
about cancer risk factors.]

gl
o atlay M) b daa gl ) e
A (38a3
Ll S 008 o g e

S G qug adga LA JUk]
obd Jalge Jsa dlpaa g 488 Cila glaa
[ mally )

OBJECTIVE MUST BE SMART \
L3 (9% O g iagd
Specific - Who? What? Where? How?
S €0l 10 €4 - Baaaa
Measurable - How many? How can this be measured?
ey ald Sy oS aae oS- ulall AL
Achievable - Is it possible?
oS 138 Ja - (gaaaill 148
Realistic - Is it possible given our time and resources available?
Ll Aaliall o) gall s b gl ) Shailly Sae 138 Ja - sl
Time bound - When?
? sie - Lok ) Baaaa

Each objective should be written in precise terms that leave

no room for misinterpretation.

[Example: Within 12 months, we will team with the local

health center to recruit at least 20 men and women for

colorectal cancer screening.]

o Y Lo aiadl sl avall 58 5al) e daris (056812 O o (A 1 JUA]
[ asiesall g ¢yt s8ll a s pandl 81 5l Sa 5 20 e
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STEP 7: Formulate Strategies |
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« Strategy: a road map of the actions an Lo (A Gle) yadl 3oyl dday A tdaad) Suy) e
entrepreneur draws up to achieve a AS,al Galaal g e s ALy gadadl Jlae V) 3

company's mission, goals, and objectives.

83 e Jgamall A, 80 Lalia ) aadll Lgs) o

|t is the company's game plan for gaining a ol

"

competitive advantage.
Ge AS Al aad Al Jal g2l e gana 1Aandlil) 3 jaall e

Lgadlin

 competitive advantage: the aggregation of
factors that sets a company apart from its
competitors and gives it a unique position in
the market that is superior to its

competition.




Porter’s Strategies |
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Cost Leadership
A1 Bold

MIDOCEA

UNIVERSITY

* Goal:
industry or market segment.

Be the low-cost producer in the

* Low-cost leaders have advantages:

Reaching buyers who buy on the basis of
price.

The power to set the industry’s price
floor.

* Cost Leadership works well when:

Buyers are sensitive to price changes.

Competing firms sell the same
commodity products.

A company can benefit from economies
of scale.

Examples: Dollar General and Dollar Tree

s Acliall 8 4aS J8Y) il 06K ol raagdl
(Bymd) & ULad
1L e Aaddial) AalSHl) 308 Al
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Ladie da S5 AalKal) 3ald Jans

b)) gl G5 jidiall (S e

Joalod) Cilaiiall i Adlinad) IS N ays o
el GLalail (e salainy) 4S W (S
YAl by g alall Y gall sl

~N




Differentiation |
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* Goal: Build customer loyalty by positioning its goods or services in a
unique or different fashion.

* Be special at something customers value.

 Key: Build basis for differentiation on a distinctive competence,
something that the small company is uniquely good at doing in
comparison to its competitors.

 Example: RentTheChicken.com
ol s 8 e 3 Lgilard ol Lialas 4S5l aim g IR (e e Dleall oY 5 sl iingl) o
."~S.~.
o Sandl 5 a8 e o B (83 e (ST )] o
Ay aldl) 5 poall A8 330 e jal g g 32y e S o jlall ulad ol oliddll e
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Focus Strategy
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interests, and then target them with a product or service designed specifically for them.

e Strategy builds on the differences among market segments.

niches) within that market.

 Example: 1 Do Now | Don’t

Rather than try to serve the total market, the company focuses on serving a niche (or several

agdagin af cagilalainl gl agilee 5 s dalall ¢ Dleadl Clalyial daa g (5 guall 8 oDl (pa HAST gl Ban) g dag pd daa icaagdl o
aed Lanad daas o gl iiag

Bl lelad fun aEAY) e daadil yiuy) ddied
FEET{IEYY dsu):sij,pgm&umsg;:\s)ﬂ\ B SR NI BT P PREN PV (R
dﬂ\ Y ch\ d:d\ Ui du.a

Goal: Select one or more customer segments in a market, identify customers’ special needs, wants, or

~N




Step 8: Translate Strategies into Action Plans
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* Proper execution of a company’s strategy
accounts for 85% of a company’s financial
performance.

* Make plans workable by defining:

Purpose

Scope

Contribution

Resource requirements

Timing

/85 4S8 il duai) jiuY adodl anl) S
ASal L) oY e
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Step 9: Establish Accurate Controls

|
L 555 ol gup sLid] 10 Bglasel e e ol
~
* Plan establishes the standards against which actual performance is
measured.
* Entrepreneur must:
e |dentify and track key performance indicators.
* Take corrective action.
o2l e1aY) Ly sy 1 el ddadl) dasd e
JlaeYI 2y Je cany o
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Conclusion
E‘n.oo 3" I DV

The strategic planning process:

Begins with the nine steps.
Becomes more efficient each time.

Teaches entrepreneurial discipline for a higher chance of survival.

=il ol ghaally
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