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A Business Plan helps you think through all aspects of your organisation and plan for the future. It helps you get an overview of your organisation. It will probably look several (2 to 5) years into the future and sets out the major activities and sources of income, the major costs and the assumptions you might have like a new funder funding from year 2. Business plans can also include written statements about how you are going to achieve your objectives as well as broad  and general indications of finance.

A cashflow forecast looks at the future (1 to 2 years) and predicts as accurately as you can, how money will come in to and go out of your organisation. Isn’t that the same as a budget? No. A budget plans which sources of income and costs will fall into which period. Often money does not change hands at exactly the same time as a piece of work is done. A cashflow forecast will map when the money actually changes hands.

Why is it important? Your budget may show that your project is viable (planned income is more than or equal to expenditure). But, for example, if you receive a grant late you may not be able to pay your employees. This could lead to a very early end to your project. Looking at the timing of money going in and out is therefore essential.


A Business Plan helps you think through all aspects of your organisation and plan for the future. It is done infrequently (usually only annually or bi-anually) or when a new project is planned.  It helps you get an overview of your organisation, and is a useful tool for presenting yourself to funders and supporters. It will contain a written commentary explaining what you want to do why and how etc. You will also include a table that shows major income and expenditure, usually on a monthly basis.

A Business Plan may be for your whole organisation, or for a particular project or part of your organisation (when it is sometimes called a Project Plan). Below are the common points that are usually in a business plan - add sections that you think are appropriate. Always make sure it is clearly written, that you discuss it with appropriate people and that any costs are based on real costs.

1: A Summary of the Business Plan

One or two pages, summing up the main points of the plan and introducing the project in an appealing way. You may find it's easier to write this last.

2: The Background/History of Your Organisation

Put details of your legal and charitable status, aims and objectives, and how you are managed. Talk about your track record and highlight achievements.

3: The Needs for the Services Offered

You have to show how you are meeting a clear need, and that your activities are in demand. Include evidence - your own or any research or reports.

4: Aims and Objectives of the Project

This is the creative part, where you can think about what you would like to see happen in the next 3 years. This will depend on what you are set up to do, and the objects in your constitution, but goes into more detail. Aims :  are statements detailing the purpose of your organisation or project. They can be seen as the changes you want to make, through your organisation or project. Don’t have more than 6 aims. An example of an aim:

· To provide a variety of ways for people to understand the lives of disabled people through the mediums of art, drama, training and education.

Aims lead to outcomes - the benefits that will be achieved. For the above aim an 

outcome might be:

· Local people will gain a greater insight into the lives of disabled people, which will lead to less discrimination against them.

Objectives : are the tasks needed to achieve the aims. Each aim will have several objectives.  An example of an objective for the above aim:

· Produce performances based on the lives of and experiences of disabled people.

Objectives will have targets (sometimes called outputs) - realistic numbers that you expect to achieve.

5: A Workplan

The workplan gives details about each of the above tasks: when they will be done, and who will do them. A plan can be used by the management committee and staff to monitor progress.

6: Resources Required

From the planning you have already done, you are now in a position to decide what resources you will need to carry out the work. Resources include:

Staff

How many staff hours will this work will need? What staff will you need to deliver this work? Fulltime or part-time? What skills do they need? On what wage? What extra costs will each worker have - recruitment, training etc.?

Work space and equipment

Think about where you will carry out all your activities. Do you need to buy a building or rent space? What equipment do you need to run an office and your activities? 

Is the space accessible to everyone?

Office costs 

Bills like phone and mail costs, heating and lighting. Then costs of consumables like paper and envelopes. A budget can be created when you have got costs and quotes for the above. A 3 year budget is usual, with all predicted outgoings and income. This should also be combined with a Cash Flow Forecast, which looks at the timing of money flows in and out of the organisation to make sure you always have enough cash when needed.To make a cashflow forecast you need a Fundraising Plan. VAM can assist in identifying funders, and assist in submitting good applications.

Cash Flow Forecasts

If you can, it is a good idea to add in the cash flow forecast into the business plan
7: Promotion and Publicity Plan

How will you advertise what you do to everyone who could use your services? How will you make sure no one is excluded? How will you target the kinds of people you most want to reach? How will you promote yourself to supporters, partners and potential funders?

8: Management

It is always a good idea to draw out your staffing structure. Make sure people are clear what their roles are. Who will have responsibility for what? Who will people report to, and get supervision from?

9: Monitoring and Evaluation

How will you measure the success of the organisation or project? How will you make sure you reach the targets you have set? How will you collect information about the work that you are doing? On paper, in a database? Who will do this and when? How will this information feed into improving the project? Who will analyse this information and act on it to make changes? There are two types of information to collect: statistics about the quantity of work you do, and feedback to measure the effectiveness of your work. The best Business Plans are a joint effort, carried out in consultation with staff, management and other interested parties. A plan will work best with the input and support of the people who will be expected to make it happen!


Cashflow forecasts can cover any period of time but are usually done on a monthly, or quarterly basis.  They are useful to make sure that you have enough money in the bank to meet your bills. If funders pay late, then you might run out of money in a particular month, even though the money is promised to arrive at sometime!

1:
Set up a table like the one below. If you have already done a budget you can use the headings for your income and expenditure.

2:
Income. Work out when the money is likely to come in. Enter it in the table.


In our example the grant comes in each quarter starting in April.

3:
Work out when you will have to pay the bills. Enter it in the table. For example you may have to pay the rent each month, but the electricity bill comes in once a quarter. In our example the insurance premium is paid in one go, you may pay yours each month.

4:
Add up your table following the simple guide letters.

5: 
Look to see if the balance at the bottom (“balance c/fwd”) is positive. If the number is close to zero you will have to keep a close eye on the monies going in and out. If the number is a negative amount you will have to plan how you are going to pay the bills, e.g. arrange to pay later, arrange an overdraft facility with the bank or chase up any money owing to you.

	CASHFLOW FORECAST : 

AN EXAMPLE
	
	
	
	
	
	

	
	
	
	April
	May
	June
	July
	August
	Sept
	

	
	
	
	
	
	
	
	
	
	

	INCOME
	
	
	
	
	
	
	
	
	

	Grants
	
	
	10,000
	
	
	10,000
	
	
	

	Bank Interest
	
	
	
	100
	
	
	100
	

	Fees
	
	
	
	2,000
	
	
	750
	
	

	Sub Total
	
	A
	10,000
	2,000
	100
	10,000
	750
	100
	

	
	 
	
	
	
	
	
	
	
	

	EXPENDITURE
	
	
	
	
	
	
	
	

	Wages/ Tax  
	
	3,200
	3,200
	3,000
	3,000
	3,000
	3,000
	

	Rent
	
	
	500
	500
	500
	500
	500
	500
	

	Electricity
	
	
	
	175
	
	
	200
	
	

	Insurance
	
	
	
	
	1,000
	
	
	
	

	Subscription
	
	
	50
	
	
	
	
	

	Accountancy
	
	
	
	250
	
	
	
	

	Sub Total
	
	B
	3,700
	3,925
	4,750
	3,500
	3,700
	3,500
	

	
	
	
	
	
	
	
	
	
	

	Total Inflow or  (Outflow)              C
	6,300
	(1,925)
	(4,650)
	6,500
	(2,950)
	(3,400)
	A - B

	
	
	
	
	
	
	
	
	
	

	Bank balance b/ fwd

                              D
	0
	6,300
	4,375
	(275)
	6,225
	3,275
	

	
	
	
	
	
	
	
	
	
	

	Balance c/fwd to next month
	6,300
	4,375
	(275)
	6,225
	3,275
	(125)
	C +D



What is a budget? A budget is a plan of how you are going to spend your money. It is a good way to manage the financial resources of your group on a yearly and monthly basis and make sure that activities are completed on time and on budget. A Budget is a good management tool.

· Why is it a good idea to have one? It gives you a yardstick against which you can monitor the actual spends once a project has started. It allows you to see whether a project is likely to be worthwhile in money terms.

· If your planned expenditure is greater than your expected income you are on to a non-starter and need to have a rethink.

· If you are planning a budget for the whole organisation it may be easier to break it down into individual projects, or parts, of your activity.

· When preparing a budget it is important to consult with the people who are going to be responsible for working within it. If people are involved in setting a budget they are more likely to stick to it. 

· You can review your monthly progress against the budget. You should be aware of why you are over budget (eg unexpected costs) or under budget (eg project moving to slowly)

 

Set out your objectives – what is the budget for eg building a nursery or equipping and running an office?

1: List all expected sources of income e.g.


· Grants 

· Donations

· Fees

· Bank Interest

· Membership

· Sales

2. List all the expected costs: 

Capital Costs(e.g. A Building or Large Pieces of Equipment)

· Builders Labour

· Materials

· Planning & building regulation fees

· Architects & Surveyors

· Other tradesmen - Decorating and equipping

· Major Equipment

· Tools

In a multiyear budget it is normal to expect most of the capital costs to be incurred at the start of the project and they tend to be “once-off” expenses.  In a phased project, capital costs might be expected at the beginning of each phase.

Running Costs (eg Wages and Overheads)



Wages & Salaries eg

· Gross wages

· Employers national insurance 

· Pension costs


Overheads
eg




· Rent

· Rates

· Heat

· Light and Water

· Insurances

· Printing ,stationery, postage 

· Telephone

· Training, publications and subscriptions 

· Minor equipment

In a multiyear budget you would normally expect running costs to occur on regular (usually monthly) basis

If you make goods to sell you will have production costs eg

· Materials

· Cleaning

· Health and Safety 

· Storage

If you buy in goods for resale you will have the cost of stock purchases.

· Stock


1: Prepare a simple table



Expected Income

A

Grant



100,000


Expected Expenditure
B

Wages and Salaries
 70,000





          C

Overheads


 28,000




     

D

Total Expenditure

 98,000


Net Surplus 
(A minus D)






   2,000

2: If the bottom figure is a negative number your budget is not viable and needs some more planning. If it is a positive figure you can expand it by listing out the details of the income and expenditure.

3: Use the budget to plan and monitor both income and expenditure. Plan to take action quickly if the income falls short of the target or the expenditure exceeds it.

4: Remember your budget is not cast in stone. You may need to revise it if there is a big change, e.g. you lose a grant.

Tip: Unless you are dealing with a totally new project a useful starting point is to use the headings on your last set of accounts.
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Budgets : A Simple Guide












































Business Planning
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What do I do Next?





How do I start?





Cashflow Forecasts
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What’s the difference?





DISCLAIMER : The views expressed ON THIS BROCHURE do not necessarily reflect those of RVA nor does RVA necessarily endorse services or organisations that may appear. Although we do our best to make sure information is accurate, we are not responsible for inaccuracies that may occur or changes made by third parties. Readers are advised to independently verify information contained herein
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