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Having a business plan is one of the indicators of a successful company, however, it is said that fewer than 5% of small and medium sized companies within the United Kingdom actually have one.

For insurance Intermediaries, pressure from the Financial Conduct Authority on the owners and senior managers of businesses to demonstrate that they are meeting regulatory requirements is the driving force behind the completion of a business plan.  Many companies don’t realise that they carry out, almost on a daily basis, the majority of the activities associated with business planning but, the information they gather and the plans they make are simply not put together in what is traditionally called a ‘business plan’.

This guide provides a concise introduction to business planning and using it, as a basis for your business plan, will help you to pull together your thoughts and plans into a coherent and logical format.  Naturally, the techniques, ideas and suggestions in the guide will need adapting to suit your own particular circumstances.

WHAT IS A BUSINESS PLAN

A business plan is simply your vision for the future of your company.  The real value of creating a business plan is not having the finished product in hand; rather, the value lies in the process of research and thinking about your business in a systematic way.  The act of planning helps you to think things through thoroughly, to study and research when you are not sure of the facts and to look at your ideas critically.  It takes time, but may help you to avoid costly, perhaps disastrous mistakes at a later date, and may also help you recognise opportunities that may have been missed without the thought processes necessary to create a business plan.

STEP BACK ………

As the head of the business, or a member of its senior management team, you will appreciate the need to “step back” occasionally to review business performance and the factors that are affecting the business.  To succeed against ever increasing and ever changing performance, you will need to be clear about where the business should be heading.  In other words, the business will need a clear vision and a set of objectives which will help it compete in the market place.  Your business will also need some way of measuring this performance.  These are vital ingredients of any business plan.

Things to avoid when creating your plan:

· Do not be over ambitious.  You should be able to justify any assumptions or projections made.

· Do not ignore financial difficulties.  Treat them objectively and recognise the limiting factors that these may impose on other areas of your business plan.

GETTING STARTED

Your vision for the business should be the root of your business plan.  The vision you have should question the real purpose of the business and paint a picture of what you want the business to become, both in the short term and the longer term.  It should show, for instance, the growth levels you want to achieve or perhaps the size that you want the business to become.  It is for you to decide which business factors make up your vision.

SETTING YOUR OBJECTIVES

To move forward towards your vision, you need to set a series of objectives.  These should relate specifically to your business situation and should be:

· Ambitious – but achievable

· Specific

· Measurable

· Bounded by time, i.e. fixed deadlines

GATHERING INFORMATION

Preparing your business plan starts with gathering information together on which you will base your decisions about strategy and objectives.  The information comes, as you would expect, from both inside and outside the business.

Do not underestimate the amount of information you already have within the business, for instance:

· Your sales records will give you excellent data on the buying patterns and desires of your existing customer base.

· Your sales people will have information about the customers they currently service and the potential customers which exist within the market place.

· The people within your office will have ideas of how products and services may be improved and developed.

It is often agreed that Pareto’s Law applies i.e. 80% of results come from 20% of effort, but do you know which 20% of your effort produces results?  The information you gather at this stage in preparing your business plan will be useful in identifying the most productive efforts you make.

The information you gather will relate specifically to your business but will generally cover such matters as:

· Your markets

Which markets, or market segments are most profitable?

What plans do you need to attack new markets?

Who makes up your markets?

· Your products and services

Do they meet customer requirements?

Which are the most profitable?

What about price, quality and service issues?

How do they compete in the market place?

· Your marketing effort

Are your existing marketing methods effective?

How much do they cost?

How do you target potential new customers?

· Your competition

Who are they?

What are their strengths and weaknesses?

How do customers compare you and your competitors?

What are your strengths and weaknesses?

· Your suppliers

What are your relationships like?

Do you work with them to improve their quality of supply to your business – and thus to your customers?

· Finance and Cashflow

How does your cashflow forecast exist and work?

Is it accurate?

What about profit forecasts?  Do you keep them up to date and monitor performance?

Do you maintain tight budgetary control on financial matters?

· Premises and equipment

Will your premises cope with your plans?

Are they used to best effect?

Is your equipment up to date?

How will you fund any improvements?

· People

Do you have the right people to achieve your objectives?

Do they know what is expected of them in achieving those objectives?

Do you operate a training and development plan?

· The management team

Who are they?

What are their strengths and weaknesses?

Do they need training?

· You

Do you know your own strengths and weaknesses?

Do you need training?

· Other Issues

What do you need to do to be compliant with FCA regulatory requirements? 

Do you have a strategy in place to progress towards compliance?

ANALYSING THE DATA

The important feature at this stage in your business plan and activities is to carry out some form of logical analysis, which tells you where the business is and where it is going.  You will have wasted your time and probably a great deal of effort if you collect data and do nothing with it.

Many existing tools which help businesses successfully plan their future use the “SWOT Analysis” technique.  This is a relatively simple, but very effective method of stating the strengths, weaknesses, opportunities and threats which lie before the business.

Strengths

Identifying your strengths will help you to decide upon which areas you can rely.  You are likely to see better returns for your efforts in these areas.

Weaknesses

Your weaknesses will tell you which areas need special attention, thus turning them into strengths.  Alternatively, you might decide that these are areas which you should avoid.

Opportunities

These are areas which your business needs to attack as they offer earning potential.  You will need a strategy to make the most of the opportunities which exist.

Threats

Threats are areas that need to be monitored and action taken if necessary.  You need to watch out for changing or increasing areas of threat.

CREATING AND IMPLEMENTING ACTION PLANS

To achieve your vision, you will need to set objectives for various parts of the business, and these objectives will need to be well communicated to all involved to ensure a coherent approach to the tasks in hand.

Your business objectives are statements about what you want individual parts of the business to achieve.  You may, for instance, have a series of objectives about the financial side of the business, about services, or about your marketing.  The objectives you set create a strategy for the business.

Once you have your objectives, you can determine strategy and go about setting tactics for the development of a detailed action plan.  The business plan, in effect, comprises a series of individual plans which together make up a cohesive and comprehensive vision.

The action plans will contain the detail of what you want to achieve, who will do what, how much it will cost and when the tasks need to be complete.  The action plans will form a major tool through which you will monitor progress.

Marketing Plan

Marketing is a very broad area of the business and your marketing plan will include details about:

· Your products and services

· The manner in which they are sold and distributed

· Pricing

· The promotion you undertake

The plan will show your intention of how you will undertake the full range of marketing activities.  It will be based on the data you collected about your competitors, your market place and other areas discussed earlier.  It will also reflect the potential you have identified through analysis, for:

· Adding or amending products and services to your range

· Finding new customers or better satisfying the needs of existing customers

· Finding new markets

· Taking advantages of changes in the business environment, especially changes in the existing market place

· Combating threats posed by competitors and taking advantage of their weaknesses.

Financial Planning

The financial plan is often seen as the basis for many other parts of the business plan.  This particular plan, designed to meet the financial objectives you have set, is important in that it pulls together the one common denominator of all other plans – money.

The financial plan should be tailored to meet your business needs.  To do so, it will refer to your particular business circumstances and will include the following:

· Profit forecast

· Cashflow

· Projected balance sheet

· FCA capital requirement calculation

· Sales forecast

People Planning

Having the right people with the right skills is vital to every business.  A successful business will recognise that to be competitive, it must be pro-active in training and developing its employees and it must have in place a strategy for achieving this.

The plan needs to concentrate on the objectives which arise from the business vision.  It could cover a wide range of business issues including the identification and satisfaction of training and development needs to meet business, regulatory and individual requirements.  People planning can be crucial in obtaining longer term objectives by equipping employees with the right skills to ensure that the business remains competitive.  The plan will also cover broad statements on recruitment, induction, training and a range of other related business functions.

Product and Service Planning
Today’s changing business environment and trends in customer buying patterns have to be closely monitored.  The business needs to act quickly and effectively when changes occur.  In addition, you will want to influence future trends through your own marketing efforts, but you need to carefully plan future product and service developments to coincide with likely changes.  The effect of this is that your plans for improving your extended products and services is closely linked to your marketing and financial plans. 

MAKING IT HAPPEN

To this point, you will have gathered information about the business and a range of matters which affect its performance.  That information will have been analysed and the business strategy developed.  Action plans, incorporating the tactics of how you carry through your plans will then be drawn up.  The vital stage is now being reached. 

Keeping on top of your plans and making sure that plans are known and understood by everyone concerned, is important.  However, there are a couple of fundamental issues which must be addressed:

Leadership

To have the best possible chance of success, the business needs clear leadership and this must come from the senior managers.  Business planning is not a “one off” exercise;  rather the plan must be dynamic and regularly monitored.  Properly created, the business plan will be adaptable to changes in the business and its environment and it will lead to clear improvements in the business.  To achieve these improvements the business must be willing to take on board all the changes which will ensure success.

Only if you are fully committed to the plan will it have any chance of success.  You must communicate enthusiasm and commitment through your leadership to the management team and everyone else in your business.  You must strive to ensure that your management teams’ commitment is as high as your own and they must work towards securing the commitment of their subordinates.

In essence, you must become a more effective leader and you must demonstrate the value of the business plan.  Your role in ensuring the success of the plan is vital.

Team Work

The business plan you have developed will not work by itself.  Nor is it possible that you alone will be able to make it work.  You need to create teams to undertake specific parts of the plan and you may need to review the basic structure of the business to encourage those teams to be as effective as possible.  Developing team work is something that you must undertake and will involve you being close to your staff and improving communication channels.  Thought should be given as to whom will make up the teams and what skills are needed as well as which responsibilities will be delegated.

The basic function of a team needs to be understood by everyone involved.  The team must appreciate the need to complete an objective or task in a predetermined and agreed time span within a set budget.

Continuous Improvement

The business plan is not something which you can complete and put away.  If it is to be of use, it will be a dynamic plan for the whole business.  In operating such a plan you will set a course of continuous improvement.

The plan should be reviewed on an ongoing basis, with the regularity of review dependent on your own business circumstances and the speed of change.  In the long-term, you must be prepared to reassess your objectives in light of the changing business environment.

SUMMARY

Throughout this guide, we have identified the steps you should follow to create a meaningful business plan.  To achieve success you must: 

· Gather information

· Analyse that information

· Create and implement plans, and

· Monitor and review the improvements

The task will involve you in:

· Researching and collecting data from inside and outside of the business

· Establishing your current position in all key areas

· Determining the strategic direction of the business

· Defining objectives (which are realistic, demanding but achievable and have the commitment of those who will set about to achieve them) to take your business towards the vision you have for it.

Last, and possibly most importantly, you must be prepared to take action and monitor results.  The task may not be onerous, and it need not involve you in any expenditure other than time and effort, but the results should outweigh any cost.  With competition intensifying and customer expectations increasing, your business plan can make the difference between success in the years ahead and failure, perhaps very much sooner.


	Executive Summary
	Include everything you would cover in a 5 minute interview.  Set out the fundamentals of the business, its background, activities, business philosophy and values.  Explain briefly the services and products you offer, who are your customers, who are the owners of the business and what you believe the future holds for your business and your industry.  Be enthusiastic, professional, confident and precise. 



	Company Description
	Here you may include some or all of the following:

· Your company’s Mission Statement.

· The form of ownership of your company (Limited, Partnership, Sole Trader, etc.), the company history, number of employees.  

· What the company does, its target markets and its important strengths and core competencies.  

· Challenges the company faces and long term aims.  

· Its approach towards FCA compliance.  

· Remuneration  structure.

· Training methods.

· Credit policies (both accounts receivable and payable).

· Business Continuity Plan.

· List accountant, banker, solicitor and any consultants, key managers and their quality, skills, experience, responsibilities, qualifications and authority levels.

· An organisational chart showing reporting lines and information flows.

· A summary of the business environment making mention of successes and failures during the last year and opportunities and threats that the business is open to.



	Objectives
	· Company performance as measured through sales results and other key performance indicators (see below). 

· Products/services (new initiatives).

· Financials (profit levels / sales income).

· Technological advances, quality issues, organisational structure (people planning, training and development).

· Changes to your business / customers.

· Key performance indicators (see below), FCA requirements.




	Marketing Action Plan
	· Plan for the forthcoming year and assumptions made when setting targets (based on market research undertaken).

· Growth history of the company.

· Trends in consumer preferences and product development.

· List competitors and give their details and services.

· List products and how they fit into the market, benefits of the products, potential customers, reason for buying, mode of advertising (see below), involvement of any third parties, procedures for feedback from clients, any barriers to the market, customer characteristics (demographics, geographical location, type of industry, size).

· Address quality issues and technology employed .

· Compare the following with your competitors:

Products

Price

Quality

Selection

Service

Reliability

Stability

Expertise

Reputation

Location

Appearance

Sales methods

Credit policies

Advertising

Image

· Define your niche, how you promote your products and services.

· Advertising: what media, why, how often and analyse effectiveness, cross-selling, budget for marketing, produce sales forecasts month by month (based on historical sales and market research).



	Financial Action Plan
	· Consider key performance indicators (see below).

· Major capital expenditure.

· Projected balance sheet.

· Projected profit and loss account (detailing assumptions made).

· Movements in working capital (debtors and creditors).

· How debtors and creditors are managed.

· Cashflow projection.

· Solvency requirements.

· Sales forecasts and returns achieved on sales.


	Human Resources
	Staffing levels, recruitment, induction and training policies, monitoring and assessment policies, how you measure productivity.



	Services
	Products and services sold and relative importance of each to total sales, product/service development and new products/services, feedback from customers, complaints handling, competitive advantages/disadvantages.



	Suppliers
	Strong relationships, target relationships, evolving relationships, non-insurance suppliers.



	Other Matters
	Office equipment, premises, FCA compliance, outsourcing (subject, reason, appointing, monitoring), financials. 



	Key Performance Indicators

Profit:

Service:

Morale:
	These can be included separately or as part of the action plans mentioned above.  You may wish to consider:

· Commission income.

· Renewal retention rate by policy count/class of business/ premium.

· New business (by class of business/premium).

· Lapses/loss of business.

· Expenses.

· Average cost/earnings per policy.

· Average cost/earnings per client.

· Commission per staff member.

· Work outstanding (this would need a means of measurement).

· Credit control.

· Customer satisfaction indicators (survey, feedback, etc).

· Performance against agreed service standards.

· Staff training days (per employee).

· Staff sickness.

· Staff turnover.

· Staff meetings.

· Staff appraisal meetings.
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