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ABSTRACT 

Title: “Study on the Relationship between Business Planning and Small and Medium 

Enterprises (SMEs)” 

Authors: Anisha Rijal, Lutfun Nahar Chowdhury, Prakash Lamichhane  

Supervisor: Eva Lövstål  

Course: Master Thesis in Business Administration 

Objective: The objective of this study is to identify the role of business planning in SMEs. 

Attempts were made to figure out why the business planning is used and in what extent the 

planning are used by the entrepreneurs.  In such case, studies were made to find whether the 

entrepreneurs use the business plan to achieve higher performance in their business or not. We 

assumed that a well developed plan leads to convenient access to finance and thereby improving 

the performance through various measures 

Methodology: In order to carry on the research, different literature and articles have been read 

extensively to structure the theoretical framework. To test our objective we have extensively 

studied literatures, journals and articles along with carrying out a telephone interview on a short 

number of specific questions. 

Conclusion:  The analysis and conclusion were based on the literatures and the interviews. We 

relied on a response of 8 SMEs between one to five years old to test our hypothesis. We were 

able to see the positive relationship between business planning and bank finance. But the data 

doesn‟t reveal that planning had any significantly direct relation with improving the performance 

of the business but it does have positive benefits. The findings of this research gives the idea that 

a business plan is useful in other context besides attracting finance like as a guide, for increasing 

management efficiency. The respondent also supported those facts but could not provide any 

significant evidence to their assumptions. Lastly, based on the outcome of the study some 

recommendations were offered to the prospective entrepreneurs and interest people.  

Key Words: Business Planning, SMEs, Entrepreneurship, Start up   
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Definitions 

 

Agro based industry: The industries whose operation and production are based on agricultural 

goods. 

Angel investor: Investor who invests for getting higher return and who help other entrepreneurs 

to initiate the business. 

Gross National Product (GNP): It is a total value of goods and services produced in a country 

by its labor and capital in a year. 

Long Range Planning: Preparing a plan for achieving a goal or target in coming years using the 

coming present knowledge about the future.  

Venture: an undertaking or business enterprises which involves uncertainty to the outcome.  
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1 Introduction 

This chapter introduces the topic of the research and the reasons for choosing this subject for 

analysis. It also discusses that goals, objectives, identification of the problem and research 

question, methods of collecting data and methods of analyzing the data for the current research.  

 

1.1 Background 

An Entrepreneur is, „a person who organizes, operates and assume the risks for a business 

venture‟ (Hull et al. 1980: 1). From this definition, it is understandable that an entrepreneur is 

responsible for planning and executing all the entrepreneurial activities that are required to start 

up a new business. In order to fulfill these requirements appropriately it may be important that he 

or she construct a strategic plan or design that will provide a clear vision that will help greatly to 

look ahead, to anticipate the risks and to identify the needed changes for being always ready for 

any major or minor turbulences in the economy. It provides a purpose or direction to the 

entrepreneurs not only to show the path that they must take to survive, but also the destination 

they should reach to success (Lowler 2007).  

The importance of successful entrepreneurship has also been realized by everybody for a strong 

economy. Shukla (2009) stated that, entrepreneurship contributes heavily to an economy, more 

expressively it contributes by investing in different industries, increasing the employment rate, 

introducing new or updated products and services, entering into the international trade and last 

but not least by contributing to the Gross National Product (GNP) of an economy. Many 

countries have now started taking initiatives to nurture and protect the entrepreneurial activities. 

John Hutton MP, former Secretary of state for business England, has quoted in a ministerial 

speech in 2008, “„Entrepreneurs who are taking risks and making the most of good ideas that 

create the jobs, wealth and growth definitely the country needs them and will need in our 

economy now and in the future. So it seems to be that the job of Government is simple and 

straight forward. We have to be on your side. No ifs. No buts‟ (Hutton 2008) Swedish 

Government has recognized the significance of the entrepreneurship in their economy and has 

already introduced easy regulatory system and a better return on capital. They are also providing 

educational and training programs for the entrepreneurs so that the business survives in the long 

run and also established a special information system that are now available for the start-ups of 

Small and Medium Enterprises to encourage new entrepreneurs (Hanks et al: n.d.).  

 Starting a business of someone‟s very own is always tempting. At present the number of people 

getting engaged in entrepreneurial activities is increasing day by day, so as their failure rate. 

According to the US SBA‟s latest statistical report, in USA two thirds of new businesses survive 

for at least two years (Schaefer 2006). The rate is almost same for Sweden as well, 70% start-ups 

are unsuccessful in the very first year. According to many scholars and business managers the 
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main reason behind their failure is lack of proper strategic planning for their start-ups. According 

to Lowler (2007), business simply move aimlessly and experience a continuous pressure without 

a proper strategic planning. Again firms without a plan are apt to exponentially higher rates of 

failure. Therefore, planning is vital as it creates a capacity building power within the 

entrepreneurs which in turn helps the entrepreneur to get a bigger picture of different important 

factors like, developing business skills, handling different management areas, intuiting, and 

enhancing risk reducing capacity and so on, that are essential for proper start ups. From the 

beginning a business plan is always used just as a tool of acquiring finance but in reality a good 

business plan not only gathers finance for the project but can also help the entrepreneur to 

identify the main areas that are must be managed for proper start-up.  

Strategic planning has different forms and among them the planning school deals with one of the 

most essential weapons for an entrepreneur; formalization of goals and objectives through formal 

business planning. According to Mintzberg et al (1998), the optimal message of planning school 

is formal procedures, training and analysis and it actually fits all types of organizational 

practices. The Royal bank of Canada stated in their official website that people possess a 

misconception about business planning as individuals believe that business plan serves to obtain 

financial support from the investing firms and banks, rather it should be made a map for the 

entrepreneurs. This map will guide them to understand different areas of business that are needed 

to be taken care of for the long run survival of the firm (RBC Royal Bank: n.d.). So the 

importance of business planning which deals with written plan in the beginning is of immense 

priority; especially for the start-ups. 

 

After going through all the parts like entrepreneurship, its importance in the economy and 

society, role of business planning for successful start-ups of MSMEs; it has been realized that 

doing a research on this subject can be very practical to understand the big picture of the market 

for start ups and also will help to identify the things to do and not to do while engaging in some 

entrepreneurial activities. Again, the outcome of this research will make a right path for the 

prospective entrepreneurs to start-up their own businesses, as they will get to know the 

importance of strategic planning and the ingredients to build extensive capacity to understand the 

different aspects and fields of a start-up.  

 

1.2 Problem Statement 

The need of small and medium entrepreneurship firms for the betterment of the society and 

economy at large has felt by different nations long ago.  

 

Schumpeter (1934) has also discussed that the entrepreneurs are creative individuals who 

discover new arrangements of production that lead to creation of new products and services, new 

market, new supply chain, new production method and new form of organization that help to 

create a higher equilibrium in the economy, thus boost the economic growth and the living 
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standard at the same time. Entrepreneurial activities are now working as a prime factor to reduce 

poverty and inequality, thus helping to foster the economic growth (World Bank 2001). 

Therefore, it is the entrepreneur who actually reshapes the ideas and concepts into new or 

updated products and services thus facilitates the standard of living of a society.  

 

Again it is also proved that the entrepreneurial activities are one of the most important 

ingredients for the economic growth of a country. According to Henderson (2002), the local 

economy of a country is highly benefited by entrepreneurship as it boost local job creation, 

increases the wealth and incomes, and in the long run helps to connect the local economy with 

the global by entering the international trade market.  

Even though Government is providing supports and leverages for encouraging and supporting 

the entrepreneurs to establish a new business, majority of the entrepreneurs are unfortunately 

failing in their very first year. Several reasons of the failure have been identified by the scholars 

and analysts and among them failure to formulate a complete plan for start-up is one of the main 

reasons in the list. In a long study of 357 small firms of Texas for a four year period, which was 

conducted by Sexton and Auken, it was discovered that a small number of firms were 

formulating formal business planning and concluded that for such systematic planning practice 

requires strategic planning orientation from the beginning. It was also found out that firms 

engaged in high levels of formalized planning have lower failure rate than the firms that had little 

or no formal planning (Sexton et al: 1985). Again after observing 51 firms, Robinson, Pearce, 

Mescon and Vozikis found out that start-up firms are in a more profitable stage if the owners are 

involved in formal planning and formal planning is beneficial for business performance no 

matter the entrepreneur started his business in  which growth stage of the economy (Robinson et 

al 1984).   

 

According to Barrow (1998), preparing a business plan will give the entrepreneur an insight into 

the planning process. It is the process itself that is important to the long term health of a business, 

and not simply the plan that comes out of it. Thus it proves that business plan has significant 

value for any start-ups, as it helps to speck the process of taking initiatives in different stages. A 

company without a well-developed business plan is likely headed for failure. Even if the 

business owner doesn‟t fail, the lack of a plan can lead causes for failure.  Therefore, anybody 

who is planning a business must be prepared to spend a fair amount of time writing, 

implementing and monitoring a business plan. It requires a lot of research and a great amount of 

due diligence (Sharp 2008). So it is justified by the statement that it is always worthy to use the 

planning not only to attract the finance but also has further important to fulfill further purposes 

for starting up. Not only that it also help the entrepreneurs to build up their skills and identifies 

what are the areas where skills must be improved. Strategic planning process focuses your 

thinking, and challenges you to answer some fundamental questions about your business 

(Neitlich 2004). Spending time on strategic planning for any start-up actually broadens the 
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horizon of entrepreneurs‟ boundary of management knowledge and thus it becomes easier for 

them to locate the spot on the market where they have to hit in order to get the best outcome.  

 

 From the above discussion and evidences, it can be said that increase in entrepreneurial 

activities by making it a tempting sector of investment, through reducing the risk of failure by 

providing necessary suggestions to succeed has become the prime concern for economic growth. 

And such risk of failure can be reduced by identifying the major reasons and providing measures 

to ignore them. From that point of view proving the importance of formal business planning for 

start-ups is definitely an issue that has already gained a lot of attention and is now being studied 

by many scholars and business analysts. Therefore, researching on the negligence of business 

planning by the small and medium business entrepreneurs and its effect is quite worthy and 

relevant regarding the present context.  

1.3 Research Objectives 

Formulating a business plan has long been used in fact still being used by the entrepreneurs as a 

mean of accumulating finance for their start-ups. Later this plan is fully ignored by the 

entrepreneurs for the establishment of their start-ups. However, there are other reasons for a 

start-up to fail at early stage, still among them negligence of preparing a business plan and 

executing is also considered. So the major purpose of this research is to study the impact of 

business planning or more specifically the impact of formulating a business plan and its 

execution on the small and medium enterprises or SME‟s survival; in order to figure out that 

whether writing a business plan is important for the survival of start–ups for both short and long 

run or not.  

1.4 Research Question 

Considering the background and the objectives of the research, the main research question is – 

“Does formal business planning help the entrepreneurs of Small and Medium Enterprises 

(SMEs) to elevate its performance in the market in which they are operating?”   

1.5 Methodology 

In order to complete the study the authors had arranged semi structured interviews with eight 

entrepreneurs of both Bangladesh and Nepal. Six interview questions were made that covers all 

necessary parts essential to identify to complete the study. However some follow up questions 

were asked to several interviewees depending on their answers. After the interview the empirical 

data was linked with entrepreneurs‟ position in the market and their past qualifications to observe 

a pattern in the answers they provided. Apart from this articles and journals were also studied to 

understand the trend of their answers.   



5 

 

1.6 Research Design and Methods 

Numbers of methods were used for the appropriate completion of the study. The design of 

conducting the research is given below. 

 

1.6.1 Data Collection 

 Archival Resources: The research is being conducted broadly using or collecting the data 

from the published documents and statistical analysis that are made by different scholars 

and organizations 

 Qualitative Resources: Observation of some different successful entrepreneurs and 

specialists published video and telephone interviews were done to get some valuable 

factors for the research. 

1.6.2 Data Analysis 

For qualitative analysis the authors made extensive study on the empirical data, entrepreneurs 

present status and past records to find whether the business planning affects the performance of 

the SMEs in order to survive for a long run or not. The main reason behind using this approach is 

there are evidences that business planning has some importance for the start up SMEs to success 

in the long run by surviving in the competitive market and vice versa. However there are some 

studies that also figured out that business planning is not the crucial for the SMEs and based on 

this theory the authors of this research have tried to investigate the Bangladesh and Nepal‟s 

SMEs to conclude their observation relating to the theory that was established in the Literature 

Review chapter.  

1.7 Limitations 

There are certain limitations that are limiting the boundary of the research. Efforts will be made 

to accomplish the research study as per the objectives. As we know to err is human, so we might 

not be able to totally cover all areas. As we are focusing on the entrepreneurship or SMEs of 

Bangladesh and Nepal, we do not have enough networks to access all data we might need for 

extensive research. Again, due to time limitations all the aspects of entrepreneurship and its 

relationship with other factors other than the business planning may not be covered in this 

particular study. 

1.8 Delimitations 

The scope of this research will be limited with the analysis of mainly two countries Bangladesh 

and Nepal.  
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2 Literature Review 

This chapter basically reviews relevant literature on the selected topic for this thesis. The aim of 

this chapter is to define appropriate theories and concepts of entrepreneurship and business 

planning more specifically formal business planning. Different aspects and the importance of 

entrepreneurship in the economy have been recognized here to understand the significance of 

this area. Definitions and theories of Strategic Planning have also been discussed to identify the 

meaning of business planning and its importance in any start-up SMEs. Through study we built 

the theoretical model of the relationship between entrepreneurship and business planning which 

is used in the empirical analysis to prove our hypothesis. Thus this chapter starts with describing 

the general theories and definitions that help to relate these two terms and how business planning 

actually proves to be one of the most important factors for the success of a SMEs. 

2.1 Entrepreneurship and Entrepreneurial Theories 

Defining entrepreneurship in one sentence is not an easy task as the definition of the 

entrepreneurs and the entrepreneurship are highly debated over time. Many scholars have studied 

different roles of entrepreneurs throughout history to classify the definition of entrepreneurship 

(Chell et al 1991; Iversen, Jorgensen, and Moller 2008). From the eighteenth century the scholars 

have started giving definitions of entrepreneurship which changed its shape and traits overtime; 

however, still there is no definition or model of entrepreneurship and its functions that is 

generally accepted by all. It is to mention that even the most successful traits of an entrepreneur 

have been criticized. It is still not clear that how the entrepreneurs can be differentiated from 

successful managers or innovators or other small business owners (Amit et al 1993; Birley 1989; 

Churchill et al 1986; Di-Masi n.d.; Kurtako et al 1992).  

 

The word entrepreneur came from an old French word „entreprende‟ which means to undertake 

and in business term it means to start a business. According to Casson (1987), the word 

„entrepreneur‟ has first been introduced in economics by Richard Cantillon in 1755. During that 

time the entrepreneur was considered to be a person who takes risk and is engaged in big 

projects. However this term was largely ignored by the scholars for a long time and later in late 

19th and 20th century it again gain the attention and in 1940 Joseph Schumpeter defined 

entrepreneurship in a broader way. According to him, „an entrepreneur is a person who is willing 

and able to convert a new idea or invention into successful innovation‟. (Schumpeter 1942: 3; 

Drucker 1985)  

 

The modern definitions of entrepreneurship are becoming too much complex and arguable as 

different scholars are approaching to define entrepreneurship using different perspectives. Some 

scholars used the traits of entrepreneurs to define entrepreneurship on the other hand some 

scholars tried to explain entrepreneurship as a dynamic field of exploiting opportunities.  
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People define entrepreneurship in different ways. To some entrepreneurship means doing 

something that is innovative, creative and oriented toward growth and opportunity (Shane 

2008).The Oxford dictionary defined an entrepreneur as, „A person who organizes and operates a 

business or businesses, taking on later than normal financial risks in order to do so.‟ According 

to Stevenson (1983, 1985, 1990), the definition of entrepreneurship that is used in Harvard is, 

„Entrepreneurship is the pursuit of opportunity beyond the resources you currently controlled.‟ 

This is because it includes both the individual and social perspectives to identify the function of 

an entrepreneur. First the individual identifies the opportunity, then as an entrepreneur seeks the 

resources from the broader society to exploit the identified opportunity. (Cited in Stevenson 

2000: 1)  

 

Reynold (2005) mentioned in one of his work that, entrepreneurship can be considered as 

entrepreneurial functions that is used to detect opportunities and later on creating new economic 

activity through the establishment of new organizations (Cited in Cuervovo et al 2007). Say 

(1971), explained an entrepreneur works as a coordinator, leader or a modern manager who is 

responsible to perform certain tasks by risking his own capital and he or she may experience 

failure which depends on how well the tasks has been conducted. He also discussed that there are 

certain qualities that an entrepreneur must possess and among them one of the most important is 

„the art of superintendence and administration‟. Joseph Schumpeter (1934) again described the 

entrepreneurs as the creator and exploiter of new ideas and concepts. He mentioned that in an 

economic system the most crucial point is to reach the equilibrium and it is the entrepreneurs 

who break the balance by introducing innovations by launching new products, finding new 

markets, introducing new production methods and by establishing new forms of organization in 

the economic system. On the other hand Kirzner (1973) portrayed entrepreneurs as the kind of 

people who analyze the existing business environment and links it with the needs of the market, 

resulting in the balance of the economy.  

 

On the other hand McClleland (1961) depicted entrepreneurship using a very different angel. He 

used the characteristics of entrepreneurship to illustrate the complete picture of an entrepreneur. 

He described in his literature –  

 The entrepreneur has an enthusiastic vision that works as a driving force of an enterprise  

 The vision is usually made up of a collection of specific ideas that is still new to the 

marketplace. 

 The overall outline to understand the vision is clear; however details may be incomplete, 

flexible, and evolving. 

 The entrepreneur promotes the vision with enthusiastic passion.  

 The entrepreneur develops strategies to change the vision into reality using his or her 

determination. 

 The entrepreneur takes the initial responsibility to cause a vision to become a success.  
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 Entrepreneurs take sensible risks. They assess costs, market or customer needs and 

persuade others to join and help.  

 An entrepreneur is usually a positive thinker and a decision maker.  

 

All the definitions above give a notion that entrepreneurship is an area in business that is 

primarily engaged in identifying and exploiting unnoticed opportunities that are roaming around 

an economic system. However, some authors also mentioned that only identifying opportunities 

will not lead them to success rather organizing and managing their available and needed 

resources also play a significant role for successful exploitation. So the importance of proper 

management of all the tasks that are needed to be done to earn some profit cannot be let ignored. 

Rather creating an illustratable and clear long term vision is necessary for exploiting any 

opportunity for a long run.  

2.2 Forms of Entrepreneurship 

Now a day‟s Entrepreneurship has been categorized in terms of its size and functions.  According 

to Shane (2008) to some authors, there are corporate entrepreneurs means people who exploit the 

available opportunities within the established corporation; social entrepreneurs who establish 

non-profit organizations and to some people entrepreneurs are the people who just start working 

entrepreneurially as an individual entity. From this statement it can be said that there are mainly 

three types of entrepreneurship –  

 Corporate Entrepreneurship 

 Social Entrepreneurship  

 Individual Entrepreneurship 

 They are actively engaged in this entrepreneurship field and quite different from each other due 

to their different motivation and purposes.  

2.2.1 Corporate Entrepreneurship 

Corporate entrepreneurship is a new concept and recently became emergent topic for research. 

However there is no generally accepted definition of it till date (Gautam et al 1997).  According 

to Zahra (1991), corporate entrepreneurship is basically a procedure to generate new business 

within an established organization in order to increase the profitability and to enhance the 

competitive advantage of any existing business. It is also mentioned as a renewal process for the 

organization by Sathe (1989). Additionally Burgelman (1984: 154) defines corporate 

entrepreneurship as a process of “extending the firm‟s domain of competence and corresponding 

opportunity set through internally generated new resource combinations”. Thus corporate 

entrepreneurs are engaged in entrepreneurial activities within their existing corporation in order 

to take their company a step ahead to a safer competitive position in the market.  
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2.2.2 Social Entrepreneurship 

Social entrepreneurship is definable by its name and value proposition. Social entrepreneurs do 

not forecast the opportunities and organize their resources to acquire substantial financial profit 

for their stakeholders rather they are engaged to accumulate social value in the form of benefit 

from the society at large. But it does not mean that this entrepreneurship cannot gain financial 

profit rather these entrepreneurs earn a handsome amount of profit and can be organized as either 

not for profit or for profit (Martin et al 2007).  Social entrepreneur and Noble prize winner Dr. 

Muhammed Yunus, defined social entrepreneur as a person whose prime concern is to bring a 

change in the overall economy by creating and supporting business ideas and concepts of the 

disadvantaged population who lacks financial support and political clout. Profit maximization is 

not the objective of such entrepreneurs as they are already socially objective driven. This type of 

entrepreneurs wants to provide a better life to those people who have potentials but needs 

support to enter the broad market (cited in Ziegler 2009). 

2.2.3 Individual Entrepreneurship 

The third form of entrepreneurship which is named as individual entrepreneurship is basically 

the ancient form of entrepreneurs but who are still an influential part of the business world. 

Individual entrepreneurs are people, who start-up their own business using their own capital and 

usually start small low tech businesses and primarily the family members are the employees of 

their firms. Entrepreneurs who accept the full risk in terms of equity, time and determination to 

create demanding products and services for the customers and ultimately generate wealth are 

known to be a part of entrepreneurship. It is a fact that the product or service may or may not be 

unique or innovative but the value of those in order to earn profit requires necessary skills and 

resources (Hisrich et al 2005).  

2.3 Small and Medium Entrepreneurship or SME’s  

It is the individual entrepreneurship that sometimes instantly and sometimes gradually gives birth 

to Small and Medium Enterprises or SMEs. According to the European Commission‟s Guide 

(2005), „Small and medium sized enterprises (SMEs) are a major source of entrepreneurial skills, 

innovation and employment‟. However in different countries define these enterprises using 

different parameters. At present new small and medium entrepreneurial firms are playing a 

significant role in the national economy and its importance for incrementing national wealth is 

now being recognized and realized by the society at large.  

 

The GEM data has found out, “there are no countries with high levels of entrepreneurship and 

low levels of economic growth” (Reynolds et al. 2002: 7). This transformation mainly occurred 

between the mid-1970s and early 1990s that changed the shape of the industry structure by 

shifting economic activity from large ventures to smaller entities, to be precise to small and 

medium sized enterprises (SMEs) (UN 2005: 6; Thurik and Wennekers 2001: 3). 
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A substantial part of growth of a country highly depends on the skill, talent and the hard work of 

the entrepreneurs who provides necessary products and services available in the market for the 

end user. In all it can be said, entrepreneurs are one of the essential factors of economic 

development of a country (Shukla 2009). Thus their independent nature and creative approaches 

contribute to boost the economic activities. Carrying out business both locally and 

internationally, establishing entrepreneurial networks, investing in community projects and 

charities have contributed greatly both to the economy and society.  

 

 Even the European countries have realized the need of entrepreneurship in their economy and in 

the European Commission‟s Paper (2003: 9) they mentioned that, it is a challenge for the 

European Union to identify the core factors for building a positive environment so that the 

entrepreneurial ideas and their proper exploitation can flourish. (Stel 2004). For this reason 

Audretsch (2003: 5) stated that “Entrepreneurship has become the engine of economic and 

social development throughout the world.” 

 

2.3.1 SMEs of Bangladesh 

For the last ten years the economic development efforts of Bangladesh both domestically and 

internationally, caught the attention of many developed countries and also enhanced the 

economic growth of the country. Per Capita growth of the country has risen from US $ 200 to 

US $ 400 within ten years. One of the Major reasons of such expansion in the growth is the 

boom of small and medium enterprises (CIA World FactBook (CIAWF), 2007).   According to 

the World Bank report (2008), Bangladesh has ranked 107 out of 178 economies in the world 

ranking and has enormous chance to go up in ranking in near future. At present Government of 

Bangladesh is trying heart and soul to encourage people to start up their own business to 

accelerate the growth of the economy. This is because for a developing country like Bangladesh 

SMEs have proved to be a major source of growth, job creation and a major factor of increasing 

the standard of living. Government of Bangladesh has already been started support the 

entrepreneurs to start SMEs by providing various aids and advices (SME Policy Strategies, 

2005).  

At present, about 90% of enterprises of Bangladesh are running as SMEs and is labor intensive 

with low capital concentration. As mentioned in the Bangladesh Better Business Forum 

(Synthesis Report, 2008) factsheet, the size of SMEs in Bangladesh is determined by the number 

of workers in the business. The general information on SMEs of Bangladesh are mentioned in 

Table-1, 
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Enterprise Sector Asset Size No. of Employees 

Small Service Total Fixed Asset excluding land & 

building Tk.50000-Tk.5 million 

Less than 25 

Trade Total Asset worth Tk.50000-Tk.5 million 

excluding the value of fixed Asset 

Less than 25 

Manufacturing Total Fixed Asset excluding land and 

building Tk.50000-Tk.5milion 

Less than 25 

Medium Service  Total fixed asset excluding land & 

building Tk.5million-Tk.10 million 

Less than 50 

Trade  Total asset worth Tk.  Million-Tk. 10 

Million excluding the value of fixed asset 

Less than 50 

Manufacturing Total fixed asset excluding land & 

building Tk.15 Million-Tk.20 Million 

Less than 100 

Table 2-1: Definition of SMEs in Bangladesh (Source: BBBF, 2008) 

All the three major areas of business; trade, service and manufacturing are improving their 

performances in terms of growth, rate of return, overall customers interest, and 

internationalization, but there are certain industries where the growth of SMEs are rising 

significantly.  In Bangladesh there are six commercial sectors where the SMEs are increasing in 

number rapidly. It is to be noted that these are the driving sectors of Bangladesh‟s economy, as 

they are receiving the highest return from both the local and international market (SME Policy 

Strategies, 2005). 
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Small 82 59 73 52.5 86 62.3 87 58 70 50 69 49.6 

Mediu

m 

34 24.5 30 21.6 15 10.9 17 11.3 47 33.6 27 19.4 

Table 2-2: Number and Percentage of SMEs in six broad sectors of Bangladesh (Source: 

SMEF Survey of six sectors, 2007)  

The Government has already realized the importance of SMEs in the economy as a driver of life 

improvement, growth, job creation and a major source of alleviating the poverty level of the 

country. And to do so Government has initiated numbers of policies to boost the interest of 

people in engaging themselves in starting up SMEs in the country. In 2008 the Government 

made the National Budget SME friendly, where the interest rate was reduced, flexibility of 

accumulating loan was enhanced. Apart from this the Government structured numbers of teams 

and foundation to closely monitor the needs and the performances of the SMEs around the 

country, so that the flow of growing SMEs does not face any obstacles. These are – 

 National Taskforce on SME Development: To formulate the strategies to promote 

rapid growth and competitiveness among the SMEs of Bangladesh the Government has 

established the National Taskforce on SME Development.  

 SME Advisory Panel: Government has already taken steps to constitute a committee 

including Enterprise analysts and entrepreneurs, who will work together with the 

Ministry of Industries (MOI) to Develop and support the Government by providing 

necessary information through analysis regarding potential sectors for the entrepreneurs 

to invest on.  

 SME Foundation: This foundation is responsible to provide planning, advertising, 

regulatory, financing support to the entrepreneurs who are willing to start their own 

business in any particular industry. Again in cases this foundation will aid the 

entrepreneurs by providing administrative facilities and will supply resources to help the 

entrepreneurs for capacity building. (SME Policy Strategies, 2005) 

Other than Government many private organizations have also come forward to assist the 

entrepreneurs to open their own businesses. Different Banks have started giving SME loan with 
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flexible interest rate and also consultation on how to use the capital to get higher rate of return. 

Again different SME consultancy firms are working both off and on field along with the 

entrepreneurs to support them to start their own business without making minimum mistakes. 

However, banks in Bangladesh are usually reluctant to expand the credit portfolio of the SMEs 

due to collateral issues (Ahmed, 2006).  

2.3.2 SMEs of Nepal 

The development of industrial sector is largely dominant by SMEs in Nepal. Industrialization 

process has been started in Nepal from 1936, but even before SMEs especially the cottage 

industries played the role in fulfilling the market demand of processed products. After 1956  

planned development was initiated and focus were given on initiation of small and cottage 

industries. As Nepal‟s market was fragmented and it was land locked with limited resources so 

Nepal had to promote SMEs (Chiranjibi et. al., n.d.). 

Generally the basic definition of SMEs is either made on the basis on investment or the number 

of workers it have but in Nepal basically it is based on the amount of investment rather than 

number of employees. Nepalese SME‟s also share some basic characteristics of other developing 

or least developing countries.  The characteristics which were given by Kyermaten, 1993 in 

African context however also implies to Nepalese SMEs. The characteristics suggest most of 

SMEs are carried on within family and with family savings. There is not much distinction in 

ownership and management of firm. Most SMEs are to fulfill local market demand and only few 

reach to export. 

The importance of SMEs in Nepalese can be realized by the fact that most of national economy 

is dependent on SMEs.  Their importance is widely considered in generating employment, 

thereby reducing poverty. 

The SMEs in Nepal are providing employment to largest number of people besides the 

agriculture based employment. The development of SMEs in Nepal has played a crucial role for 

the up-liftment of private sector development.  

The main role of SMEs in employment generation can be extracted from the fact that large 

industries create one employment possibility for an investment of Rs 300000 but on the contrary, 

SMEs are capable of creating a job in expense of Rs 10000. This is the point where the SMEs 

importance in Nepalese economy can be seen.  

Nepal‟s SMEs are more related with the manufacturing items like rice, consumer and household 

goods, textiles and related goods both for exports and internal consumption. 

There are many more other areas where SMEs investment is made like handicrafts, garments, 

herbs, wooden crafts etc. Agro-business field like tea, dairy and milk, animal husbandry have 

also been emerged from sometime.  
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The management style of Nepalese SMESs is traditional and there is little scope for 

entrepreneurial culture and since it is a developing country the capital formation is low the 

technological knowhow is very much limited.   

We can now figure out the importance of SMEs in the economy but it also suffers from various 

problems. In this age of liberalization and globalization Nepalese SMEs are having tough 

competition (Small and Medium Enterprises Development Project and South Asia Watch on 

Trade, Economics and Environment, 2004). 

It was mentioned in the rising Nepal, SMEs from long period of time have been the strength of 

Nepal‟s business and economy as 40-60 percent are contributed by the SMEs. Its contribution 

gets bigger if we talk in terms of employment, around 89 percent employment are associated 

with SMEs and other related trade.  

The perimeter of Nepalese trade and production largely consists of Small and Medium 

Enterprises (SMEs); they play a crucial role in economic development of the country. These 

sectors are vital and should be improved as there is lots of competition in international markets.  

The prominent  reason for Nepalese SMEs being less competitive is because most of them are 

family enterprises and the person who are hired to work are relatives, unskilled or semi-skilled, 

and the works are well defined, lack of employee participation in decision making process 

(Promotion of Small and Medium Enterprise Partners, 2008.).  

2.4 Strategic Business Planning  

Strategic planning is a term that came in to the business world after numbers of transformation of 

strategy itself.  

According to BusinessDictionary.com, „Strategy is an art and science of planning for the scarce 

resources for their most efficient and effective use. The term derived from the Greek word for 

generalship or leading the army‟. Many scholars gave their definition on strategy that more or 

less matches with the dictionary definition. However Mintzberg et al (1998) have argued that 

strategy requires a number of definitions and they mentioned of five in particular which was 

named as „Five P‟s of strategy‟ – 

1. Strategy is a Plan or direction to the future.  

2. It is a Pattern which helps to be consistent in terms of behavior.  

3. It is a Positioning of products or services.  

4. It can be a Perspective that provides basic guidelines of running a business. 

5. Strategy is a Ploy or a tactic to handle a competition.  

However Mintzberg et al also talked about both positive and negative sides of strategy.  

 Strategy sets a direction but can restrict to see the potential changes and threats. 
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 Strategy helps to coordinate activities but resists the external vision and changes in 

mindset. 

 It defines the organization for the employees to let them understand the vision of the firm 

but the definition may be too simple to differentiate itself from the other organizations. 

 Strategy is essential for consistency; however such strictness to consistency can weaken 

the creativity. Strategy is not tangible rather it can only be represented in the minds of 

people but in different forms. So the misinterpretation in understanding strategy is highly 

expected when executed. (Mintzberg et al, 1998) 

So the last point actually arises a crucial point or negativity of having a strategy which can create 

distortion in the changing flow of business.  

From this five P‟s of strategy, the planning flourished and dominated the business arena for a 

long time and till now it is transforming its shape to fit the best need of the organizations. The 

Strategic Planning concept was first introduced by the Military where it is used to gain 

advantages in the battle field. Later on the theory was infiltrated to the business, so that the 

business organizations can gain a competitive advantage in their particular industry (Wall & 

Wall, 1995). The theory of Strategic planning entered the business world in 1950 and remained 

very popular and highly demanding between mid-1960s to mid-70s. People accepted this theory 

as a solution for all the corporate problems and even the America was „obsessed‟ with the 

strategic planning concept. Right after that „boom‟ of strategic planning, it was outcast and 

neglected for over a decade. In 1990 the strategic planning recurred as a „process with particular 

benefits in particular contexts‟ (Mintzberg, 1994). 

According to Texas Workforce Commission (TWC), planning is starting to visualize a direction 

with a preferred result and working backward to achieve it and strategy are methods to achieve 

some desired results. Therefore the strategic planning is a map that helps to make fundamental 

and correct decisions to achieve the desired outcome.   

Again Stoner et al (1987) described strategic planning as a management tool that is designed for 

the organizations to anticipate and adapt the future changes in the environment competitively.  If 

taken specifically, the strategic planning analyzes both the external and internal factors of the 

business‟s relevant environment and provides an overview of the overall condition of the 

prospective business. In the next phase it illustrates an action plan which in detail shows the best 

ways to avail the opportunities around and mitigate the threats that can cause failure if not 

restricted. (Stoner et al, 1987) 

Bryson (1995: 5) defines strategic planning as “a disciplined effort to produce fundamental 

decisions and actions that shape and guide what an organization is, what it does, and why it does 

it. At its best, strategic planning requires broad scale information gathering, an exploration of 

alternatives, and an emphasis on the future implication of present decisions”.  
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Of all these definitions, a closer examination of Bryson‟s definition will provide an idea about 

the main features that form the basis of the strategic planning.  Firstly it is a strategic process 

because this process enables any organization to react accordingly to any kind of turbulences in 

both the internal and external environment of the business. Secondly, the process describes a 

planning that assist in decision making about what should be the proper goals and objectives for 

the successful survival of a business and how to fulfill those goals and objectives of a particular 

business in such a dynamic business environment for future. Finally, the strategic planning is 

concerned with choosing the basic and accurate decisions or actions for the business, so that the 

organization does not deviate from its actual path of maximizing its own benefit by exploiting 

the opportunities of the market.  

Mintzberg et al (1998) described ten different schools of strategic management and positioned 

each school in the strategy formation process (figure 1). According to their study it has been 

found that all ten schools have significant impact on strategy formation. Among them the 

planning school or the strategic planning possesses a very important position in the strategy 

formation process. It has been found as the first initiator of formally combining the previous 

trends of a particular business with the initial plans of the entrepreneurs or a manager along with 

the culture, experience; to come up with a formal plan of what to do ahead to survive and 

success.  

 

 

 

 

 

 

 

 

 

 

 

 

Figure 2-1: The strategy formation process & positions of different schools  

Source: Mintzberg et al (1998: 371) 
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Thus the planning school proves to be an important e lement for an entrepreneur or a manager as 

it illustrates a map for them for what are the things should be done and must be kept under 

consideration before entering into any market.   

Though there are different forms of strategic planning and different stages as well to formulate 

them and execute them. In this study, the formulation of business planning in the beginning of 

any MSMEs has been taken as a fundamental topic to conduct the research.  

Mcnamara said that, strategic planning determines where the organization should head in near 

and far future using past trends of the environment, what are the possible ways to get there and 

how the organization is going to assess the performance of the organization in order to realize 

whether it has been reached there or not and all this if done at the beginning by formulating a 

business plan then any entrepreneur can map their ways from an early stage (Mcnamara, 1999). 

From this it can be said that to set a direction to start up a business or for any business process  

business planning plays an important role to identify the right paths to follow for survival.  

2.4.1 Formal Business Planning 

The idea of business planning has mainly came from the concept of long range planning which is 

used to help the large companies in trouble, described by Fayol (1988). Then in 1980‟numbers of 

prominent articles and journals were published on the same type of idea of business planning. 

But this time all focused on writing about business planning in new and small business firms. In 

those published articles all the writers argued about the essentiality of business planning in small 

firms. In different articles approximately 13 to 200 points were raised to be taken in 

consideration while making any business plan. Some of the crucial points desc ribed were how to 

maintain the daily operational activities, demand of forecasting and also analytical and strategic 

tools for planning (Robinson, 1979).  

Then in 1984 Moot Corporation started doing business plan writing competitions around the 

world and the main target of such planning was new organizations (Moot Corp., 2005). After the 

first launch the Moot Corp.‟s idea spread around the world and the competition started in the 

leading universities of USA. In entrepreneurship, business plan is probably the most taught about 

teaching tool. Some twenty years ago, Hills made a study that the prominent entrepreneurship 

educators has considered writing a business plan as most important aspect of entrepreneurship 

academic. Honig (2004) found out among 100 leading universities in US News and Worlds 

Report‟s 2004 ranking, 78 out of them had minimum of one course related to business plan and 

10 among the top 12 does business plan competitions.  

In the field of entrepreneurship the business plan concept has boomed and the number of 

publications is impressively high where different scholars are advising entrepreneurs on the 

preparation of business plan (MacMillan et al., 1987). In Sweden, Government support agencies 

for entrepreneurs have requirements set for the entrepreneurs and if met only then the necessary 

support is provided. The requirements include completing certain number of courses to start a 
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business namely, „start your own firm‟ courses. Some of the renowned consultants like ALMI 

and Jobs & Society based these courses on business plan and any prospective entrepreneur who 

wants to start his or her own business has to complete this course by writing an extensive 

business plan in order to get grants from the Government Agencies (ALMI, 1998 & 

Nyföretagarcentrum, 2005).  

Business planning is always important for small companies, if the entrepreneur wants to keep his 

or her focus on how to manage all the ingredients for a proper start-up and also for getting 

financial support from the external sources (David Bond, n.d.). The competitiveness has 

increased the necessity of business plan for would be entrepreneurs to write a business plan 

while initiating their new business. The field of entrepreneurship consist various information on 

business plans.  We can see by our self that  a simple Google search for “business plan “ shows 

26.9 million  hits and its increases more for writing AND “business plan” (Timmons et al, 1985).  

The thoughtful preparation of business plan offers an entrepreneur an opportunity to marshal all 

factors of a new venture, can evaluate the different strategies, and can possibly find out the 

resources i.e. human and financial requirements for converting a proposal into a viable venture 

(Timmons et al., 1985).  In 2003, Delmar and Shane has offered four reasons for the need of 

planning during a starting a venture. He suggests planning helps to identify what they are lacking 

, gives the knowledge about the resources needed , can  identify the actions which ultimately 

helps in solving the problems and achieving goals and finally, planning is essentially needed to 

communicate others the purpose, objectives and activities necessary to achieve venture success. 

The existence of plan also helps to identify the source of finance, suppliers of resources, possible  

customers and employees for the new venture. A formal business plan brings legitimacy to the 

entrepreneurs in the way as seen by others as a person who is knowledgeable enough for 

business success, rather than individuals who are unknown about the potential drawbacks in 

start-up process (Delmar and Shane,2004; Honig and Karlsson,2004).  

In contrast to advantages of business plan, many reasons are given why business planning may 

not be beneficial to entrepreneurs. Mintzberg, (1994), said that the businesses that are new and 

very innovative are so unpredictable and full of uncertainty that planning might not help it. As 

planning is about the future it may have a hint of constraint to entrepreneurial activities. Planning 

are sometime rigid so it may limit in recognizing the opportunity and adaptation (Honig and 

Karlsson, 2004). 

Though many authors have defined business planning in different ways, those definitions follow 

a common interest and that is, regardless of the size every firm needs a reference point to make 

proper decisions for any uncertain situation and strategic planning provides that needed point if 

done in the beginning by the entrepreneurs. This reference point or in other words strategic 

planning is concerned with constructing the routes for a business, which will lead the business in 

a way so that it can exploit the best from the environment and survive in the long run. Thus, the 

future orientation and creation of the possible actions underlie on business planning and it can be 
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said that business planning is nothing but setting up a written formal plan that the business will 

follow for a defined period of time (Jain, 1999; Small Business Notes (SBN), 2009). 

 

2.5 Business Planning in Start-up and Running SMEs  

Traditionally strategic management/planning have always been an important part of large 

businesses. On the other hand entrepreneurship primarily refers to the micro, small and the 

medium sized businesses. It has always been believe that formal business planning is only 

needed for starting something large, however, the need of formulating a business plan in today‟s 

dynamic business environment to any kind of business whether small or large has become 

evident.  Specially the individual entrepreneurs who intend to start small business usually do not 

consider business planning important for their start-ups but does it just to acquire the financial 

support from external sources. But at present the competition in the market is intense and to 

survive in a situation where an entrepreneur is surrounded by giant companies, it may be very 

practical to use some of the giant company‟s tactics. Most of the CEO‟s of successful large 

enterprises have considered formulating business plan as a major part of their success, so 

following such footsteps in the market can bring success to the individual entrepreneurs as well 

(SBN, 2009; Williams, 2007).  

A formal business plan is not only a road map to define where to go or what to do but also is an 

attitude or a process that analyzes the environment to identify the accurate present decision for 

positive future consequences. It can immune the business from any future constraints and also 

can help the initiator to understand the need of necessary changes in future in time, if rightly 

done by the entrepreneurs. (Is Strategic Planning Recession Proof, 2007) 

Langley (1988) in one of his study identified four roles of formal business planning for business 

start-up. He described the formal business planning, 

 Plays the role of a representative of the entrepreneurs creative thinking to attract and 

influence the stakeholders. 

 Provides important information regarding future decision making, which may not come 

to the entrepreneur‟s mind at the exact moment.  

 Works as a guide for the employees and various internal people, thus maintains a 

common stream of goals for all the people engaged in business process. It also helps to 

enhance the growth of organizational commitment.  

 Engages in directing and controlling the actions of the owner to make the right decision if 

any turbulence occurs in future.   

For an entrepreneur the only certain thing available for a start-up is uncertainty, which usually 

make them reluctant to get engage in starting a business, but coming up with a business plan is 

one of the significant tools available to deal with such uncertainty. To some extent it can be said 
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that entrepreneurs do plan, but do not pay much attention to business planning which is quite 

different and include formal ways of planning and describing different types of action that the 

entrepreneur will take in response to any instability in the business environment. (Roseman, 

1998) 

It has been consistently found in numbers of researches that most small and medium sized 

enterprises (SME‟s) do not fasten the concept of creating business plan in their business. 

(Robinson et al, 1984)  

One of the major aspects of the relationship between entrepreneurship and strategic management 

is the importance of planning for high performance (Lumpkin et al., 1998).   

It cannot be considered that sole existence of business plan is to get financing. Timmons et al. 

(1985) and Timmons, (1980) made an argument that business plan is useful in many more 

context than simply a fund-raising device. It can be used as guide to find out the conditions of 

opportunity, the reason for existence of business plan among many. In 1990, Wyckham and 

Wedley in a study found out that out of 65 participants who made a business plan 46 used it as 

internal planning document, 32 of them considered it as using for a marketing plan, the financing 

purpose were filled by 27 and other 12 used it to attract a partner. The plan was used for more 

than a single purpose in many cases. Delmar and Shane (2002), made an examination of 223 

Swedish nascent firms over the 30 months after establishment found that the planning activities 

early in the organization had a great survival rate than who does not had planning. Also, the 

examination of U.S. nascent firms in 2005 by Gartner and Liao found that planning early is 

crucial in increasing the chance of survival in uncertain financial and competitive situation. From 

such studies it is quite visible that business plan provides multiple advantages to a business and 

is able to bring positive changes within the business. So, business plan affecting the performance 

of a company in an advantageous way is not at all impossible to believe.    

One of the major reasons for the failure of small business that are less than two years old is due 

to financial constraints. It has also been proved that financial problems in a small business 

usually arise because of managerial blunder and due to weak planning.  So formulating business 

plan is of some importance as it largely affects a business‟s survival. Though long range 

planning seems quite time consuming and not very lucrative for small businesses, it can be cost 

saving, accurate allocation of resources will be possible, and can gain competitive advantage in 

the market as planning helps to forecast the future position of business and the environment at 

the same time. As a result, in any undesirable situation the entrepreneurs do not get surprised and 

their business plan helps them in prompt decision making. (Kurtako, 2008; Ferreira, 2009)   

In a report Dhliwayo (Meyer et al, 2002) stated that, business plan works as the basis of 

performance denominator in a business. If entrepreneurship is about creative thinking than the 

business plan is about achieving the above average performance by creating a competitive 

advantage to get the best outcome from that creation. And the performance is measured by any 
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kind of indicators of that particular business; it could be job creation, wealth creation, 

profitability or growth (Dhliwayo, 2007).                            

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 2-2 The Entrepreneurship and Strategic Management Interface 

Source: Dhliwayo (Meyer et al, 2002), 2007: 24) 
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The figure-2 illustrates that entrepreneurship and business plan do not intersect rather it is the 

business regardless of being small or large whose degree of creation and performance connects 

entrepreneurship and business plan to a business. It is the desire and the main goal of the 

entrepreneurs to confirm the survival of their business in the market by adding new creation or 

by substantiating the positive performance (Dhliwayo, 2007). From this figure it can be 

concluded that, business plan may has some significant impact on a business in terms of 

achieving a desired level of success and growth.  

However, it has been found that there is a contradiction among the entrepreneurs in terms of 

using formal business plan as an important factor for their start-ups. According to O‟Regan et al 

(2002), „There is no clear understanding behind the reason why some SMEs does business 

planning while some do not.‟ 

Most of the small business owners have a mindset that business planning is not for their 

business, but for the large corporations. According to them idea and perception is enough for 

them to reach to their goals and they also believe that the road to success is not paved, marked 

that could be followed. However, the voice of some successful entrepreneurs‟ sound pretty 

different than them as they believe that idea, perception and combining them with determination 

are necessary conditions for success yet not sufficient for it and doing business planning has 

some fruitful result of its own (Sandberg et al, 2001). 

 

2.5.1 Aspects of Business Planning 

A Business Plan describes a business opportunity. It is like a road map because it tells 

entrepreneur what to expect and what alternative routes you can take to arrive at destination. A 

number of research studies have indicated that successful small business entrepreneurs set 

realistic goals and plan how they are going to reach them. Planning will helps to work smarter 

rather than harder. It keeps future-oriented and motivates to achieve the result want. Perhaps 

most importantly, the process of completing a Business Plan enables to determine what 

commitment that needs to make to the venture. It helps to control the risk,  control the business 

environment, and helps to prepare for future uncertainties.  The Business P lan contains - The 

idea, the entrepreneur and business objectives. (Biz Facts, Government of South Australia)  

 

Principles of Business Planning: It must be, 

 Explicit 

 Intelligible 
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 Flexible 

 Written 

For making a perfect guideline for the entrepreneurs preparing a complete business plan is really 

important. Here complete business plan refers to a plan which contains short and long term plans 

on different crucial areas of the business that can prove to be very useful when the business is 

running in the market and also at the points when the business is facing difficulties in surviving 

in the market (Hearn, 2007). Other points to be covered in this section are the company‟s history, 

including details of when the business was set up and its evolution over a period of time. If it is a 

new enterprise, company need to set out the rationale for starting this business. This could be 

because business perceives a gap in the market or because they have significant work experience 

and domain knowledge and want to start their own business. It is also necessary to give an 

overview of the general business environment, the existing or perceived markets, a brief 

background about the key management team and promoters of the business.  

  

Goals and Objectives of Business Plan:  

 

Business plan describe what the business does in general terms including business mission or 
vision statement. It helps to explain what differentiates the particular business from others 

existing one.  
 

 Tell the reader what business want (e.g. a business loan for a specific amount to  
purchase equipment). 
 

  State company sales, production and profit goals.  
 

 
 If this is for a bank loan, comment on goals such as antic ipated time to achieve 

a positive cash flow and the ability to service debt. 

 

 

So it can be noted from the above that the chapter has tried to review some scholarly theories and 

researches made by different intellectuals and specialists on entrepreneurship, more specifically 

to the SME‟s, on business planning and their relationship toward success and survival of a 

business in the corporate world. Some of these insights of this chapter will be confirmed in the 

later chapters where data collections, interviews will be done on various SME entrepreneurs and 
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also from the analysis of those collected data. Till now this chapter has helped to understand 

different useful definitions and theories of entrepreneurship and business planning, it also 

clarifies the position of SMEs by providing current entrepreneurial status of two countries 

namely, Bangladesh and Nepal on which the later studies will be focused on. From the 

discussions above it is to some extent now evident that writing a business plan may not be the 

only but could be an important factor for the success and survival of SME‟s. On the other hand it 

was also found from several studies that have been mentioned above, that creating a business 

planning is not always the key factor as it is very difficult to link planning with entrepreneurial 

success and survival. Perry (2001) also concluded in his journal that, planning is a part of 

managerial task. As a result connecting success and failure of business with business planning is 

quite difficult and it is even more difficult to measure their relationship. But the importance of 

the entrepreneurship‟s high performance in an economy is now being largely felt by the 

Government of different countries, as a result identifying those factors which are significant for 

the survival with high performance of SMEs and utilizing them properly has become a big 

concern. In the midst of different factors writing business plan has been considered as one of the 

main aspects for the start-up of SMEs in different theories mentioned above and some studies 

made by scholars have also proved that the survival rate is higher for those who created and 

followed a business plan from the beginning. And a business can only survive when it can 

generate continuous high performance.  

Therefore it can be said that starting up SMEs with a proper business planning may increase the 

chance of survival and success for the individual entrepreneurs and help the economy by 

reducing the failure rate of them. So from these assumptions the authors have made some 

hypotheses for their study,  

Hypotheses 1: If SMEs follow preparing a business plan in the beginning and execute that 

properly in the business, then there is a possibility of those firms producing high performance.  

Hypotheses 2: To what extent SMEs consider the usefulness and importance of business plan in 

relation to performance. 

Hypotheses 3: Business plan is not the sole factor to increase the level of performance of any 

SMEs, even if they write and execute business plans properly.  
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3 Methodology 

The purpose of this chapter is to describe the methods used to conduct the study and fulfill the 

purpose of the research. The authors have described their approach to collect data and how the 

empirical data has been compiled and linked with the research aims to get the best answer to the 

research question. A general discussion on the reliability and validity of the data were also added 

at the end of the chapter.  

 

In order to carry the research the authors followed the grounded theory method, where the theory 

was discussed in literature review section and then narrowed down to more specific hypotheses 

for the study. Later the collected data were observed to test the hypotheses and the empirical 

findings were discussed to confirm (or not) the hypotheses.  

3.1 Data Collection Approach 

There are numbers of methods available to conduct a qualitative research on various subjects. 

Among them some are very popular and are widely used, like; case study method, focus groups, 

document and published research analysis, interviews and questionnaire. In this chapter the 

authors explain the reasons that drove them to choose both the semi-structured interview and 

document analysis methods for their study.      

 

Before justifying the use of certain methods rather than the other ones, it is important to keep in 

mind the aim of the research, which is to figure out the relationship between business planning 

and SMEs success to survive after starting up a business.  For an empirical study there are some 

methods that give best outcome compare to the others and also fit perfectly with the study. There 

are mainly two reasons of not following the case study method, first, it is a time consuming 

method and there is a time constraint in terms of conducting an extensive study on this topic. 

Second is the lack of experience of the authors, usually the case study method requires a study on 

both qualitative and quantitative research using different perspectives and is not recommended 

for the first time researchers. The focus group method is also not possible to use for the study 

and the reason is lack of sufficient time and budget. It is very difficult to gather entrepreneurs for 

a particular research at the same time as they usually have a tight schedule, so it might be very 

difficult to set up a meeting that is suitable for everyone. The Questionnaire method is also not 

suitable for the study, because the topic of the study requires knowing the attitude of the 

entrepreneurs towards strategic business planning and questionnaires can dominate their answers 

by putting boundary on their choice of answers.  

The semi-structured interview method has been chosen for collecting data because of its one 

major advantage and that is its flexibility. Here flexibility refers to the scope and time of the 

interviewee that they will get to express their opinion on a particular issue. According to Barbour 

(2008) the semi-structured interview has certain numbers of advantages. These are,  



26 

 

 The researcher gets the chance of easily receiving those answers in a practical way that 

usually difficult without observing or listening to the interviewees.  

 Validity of the data is high as the interviewees answer from their experiences.  

 Complex questions can be clarified easily as both the interviewer and interviewee have 

direct communications. 

Again in order to find a relationship between the business plan and success of the entrepreneurs 

it is really necessary for the researchers to get into the situation in which the entrepreneurs are 

experiencing. Bryman (2008) has described the interview method by saying that there are two 

kinds of interview method in a qualitative research and among them the unstructured interview 

method is where no questions are prepared by the researchers in advance and in semi structured 

interview method the researchers make a list of specific questions and for both of them it is 

important to put emphasis on how the interviewees deliver their answers which means the 

behavior of the interviewees in terms of understanding the subjects on which they are being 

interviewed. Again, when the interview does not follow asking questions in any order and can 

change the order of questioning depending on the reply of the interviewee, therefore cannot be 

called structured (Fontana et al, 2004). 

3.2 Data Gathering 

The collected data for the study has been taken from two broad sources, Primary and Secondary.  

The primary data has been collected mainly through telephone interviews and some were 

gathered using electronic mails. On the other hand the secondary data were collected from 

published researches, journals and books studies. The whole data collection process is described 

below. 

3.2.1 Primary Data 

Interview through telephone and sending questions through electronic mail were the main areas 

of collecting the primary data. The data has been collected from Small and Medium Sized 

Enterprises all around Bangladesh and Nepal. It is to mention enterprises engaged in business for 

at least 1 year and maximum of 3 years have been chosen to collect data. However, due to 

proximity reason face to face interviews were not possible to take and only telephone interviews 

were taken to collect necessary data for the study.  

In the beginning, the authors contacted the entrepreneurs, asking for interview via electronic mail 

and telephone appointments. Most of the contact information of the entrepreneurs was found on 

Internet and also from personal networks.  

3.2.2 Secondary Data 

Secondary data can be used in a study to fulfill a number of purposes, like; reanalysis, 

methodological progress, description and comparison (Corti et al, 2004). In this study the 

secondary data were mainly gathered for both describing the SMEs of Bangladesh and Nepal and 
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their position in the economy. Different University databases like ELIN@Blekinge, ArkivEX, 

and Business Source Premier were used to get necessary data for the study. To gather general 

information on the SMEs of Bangladesh national databases like Bangladesh Bureau of Statistics, 

Banglapedia and Asiatic Society of Bangladesh were used to gather data on Bangladesh‟s SMEs. 

To gather data on Nepal‟s SMEs the Central Bureau of Statistics of Nepal was used.  

3.3 Question structure 

As mentioned above a set of interview questions was sent to all the entrepreneurs either through 

by telephone contact or electronic mail. Most of them proposed a date to have the telephone 

interview. Some of them agreed to answer the question via electronic mail but the number was 

very little.  

The questions that were constructed for the study were open ended questions as per the 

requirements of the semi-structured interview method. While preparing the questions the authors 

tried to make the questions short but wide-ranging in order to get the highest information from 

the entrepreneurs, which was the most crucial part of the study. Bryman (2008) suggested that, 

when preparing the questions for interview that researchers have to make sure that they are 

covering the area of the research but not getting too specific which can make the answers biased 

towards the study. Following these conditions the authors made six questions that can gather 

most useful information for the study and concluded the question construction part. The 

questions are made simple and clear so that interviewees can easily and perfectly understand 

them. Furthermore the verbalization of the questions was made as neutral as possible so that the 

interviewees do not get influenced by the interviewer‟s thoughts. The questions are presented in 

the Appendix – 1.  

3.4 Interview Method 

To arrange a telephone meeting, the authors first sent a consent letter along with the interview 

questions once they agreed to be a part of the study. The questions were sent to them in advance 

due to the demand of the interviewees. Though there is no legal requirement to send a consent 

letter, it is a good way to give the interviewees a brief knowledge on what type of study is being 

conducted. It is mentioned by Seidman (1998) that, legally it is not necessary to send a consent 

letter but ethically and methodologically it is expectable. Usually a consent letter reminds the 

interviewees about their rights of confidentiality, their right of reviewing data anytime and their 

right to withdraw from the study at anytime they want. A template of the letter can be found in 

Appendix – 2. 

Though a set of question was sent to the interviewees, in the telephone and internet meeting the 

interview session remained very open and follow up questions were also asked depending on the 

answers of the interviewees. Nevertheless, whenever the interviewee went off from the general 

topic of the importance of business plan and SMEs, specific questions were asked by the 

interviewers to take him or her on the right track of discussion.  
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3.5 Data Analysis 

This section reveals the detail notion about how the research has been analyzed. The 

methodology outlines the general methods that the researcher plans to use to draw conclusions. 

This part gives the complete overview to understand how the data has been analyzed and 

research has been conducted.  Knowing how the data was analyzed helps the reader to evaluate 

the validity and reliability of research results, and the conclusion researchers draw from them.  

3.5.1 Data analysis approach 

 Data analysis is a process of ordering, organizing, judging and modifying the raw data in order 

to focus and extract valuable information from those raw data. As the purpose of analysis is to 

obtain meaning from the collected data (Ghauri, Gronhaug, 2005, p-157) .It is key of data 

analysis to understand what the data does and does not contain. It is very much crucial to pay full 

attention while analyzing the data and think critically about the conclusion which were drawn. 

There are a variety of ways in which researcher can approach data analysis, but for our research 

in which we conducted the semi- interview methods for collecting data. For analyzing the  

qualitative data as in our case which have been collected from interview methods, coding and 

memo writing is quite appropriate to analyses the data. After collecting data it has been properly 

managed for giving code to interviewee which is knows as coding process. Analyzing the data 

collected from interview methods whether that leads to our hypothesis  

3.5.2 Coding 

Coding is a process for both categorizing qualitative data and for describing the implications and 

details of these categories. Coding is the pivotal first analytic step that moves the researcher from 

description towards conceptualization of that description. Codes serve to summarize, synthesize, 

and sort many observations made of the data, coding becomes the fundamental means of 

developing the analysis, Researchers use codes to pull together and categorize a series of 

otherwise discrete events, statements, and observations which they identify in the data (Charmaz, 

1983: 112). It is two step processes. (a)Initial coding, forces the researcher to begin making 

analytic decision about the data (b) Selective coding, in which researcher uses the most 

frequently appearing initial codes sort, synthesize and conceptualize large amounts of data. It 

allows the researcher to capture what he/she sees in the data. It reflects the giving some abstract 

meaning to the collected data to analyses without losing the essence of data.  

3.5.3 Memo Writing 

Memo writing is a process for recording the thoughts and ideas of the researcher as they evolve 

throughout the study. It links the coding to the writing of the first draft of the analysis. It is 

halfway step that moves the analysis forward. It helps to elaborate the defined codes.  
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3.6 Reliability and validity 

„Reliability‟ is a concept used for testing or evaluating quantitative research, but the idea is most 

often used in all kinds of research. If we see the idea of testing as a way of information elicitation 

then the most important test of any qualitative study is its quality. A good qualitative study can 

help us “understand a situation that would otherwise be enigmatic or confusing” (Eisner, 1991, p. 

58). The discussion of quality in qualitative research initiated from the concerns about validity 

and reliability (Seale, 1999, p. 465). The concept of validity is described by a wide range of 

terms in qualitative studies. This concept is not a single, fixed or universal concept, but “rather a 

contingent construct, inescapably grounded in the processes and intentions of particular research 

methodologies and projects” (Winter, 2000, p.1). Reliability and validity are conceptualized as 

trustworthiness, rigor and quality in qualitative paradigm. Then triangulation is defined to be “a 

validity procedure where researchers search for convergence among multiple and different 

sources of information to form themes or categories in a study” (Creswell & Miller, 2000, p. 

126).  

In our research paper we have used triangulation process which refers to the use of more than 

one approach to the investigation of a research question in order to enhance confidence in the 

ensuing findings. In which we have followed Investigator triangulation, which refers to the use 

of more than one researcher in the field to gather and interpret data.  

 

Since our research is qualitative research it is saying that, "You never cross the same river twice" 

because it's never the exact same water, the banks of the river are never exactly the same because 

of erosion, etc. Reality is dynamic; it changes constantly.  In order to test reliability and validity 

of thesis accomplished high level. As mentioned above in data analysis chapter we have 

conducted semi-structured interview via mail, e-mail, and telephone interview. We have 

conducted total ten interviews and out of which we received eight responses from interviewee 

which represents 80% of total which is acceptable. Besides that we achieved high reliability and 

validity in finding we picked two different countries and the different types of enterprises for 

making them applicable to several companies we chose different companies with diverse 

alignment and attention. 

To facilitate further trustworthiness three researchers have analyzed data in their own way as per 

Investigator triangulation to give accurate, reliable and valid findings.  

3.7 Research Sample 

The sample populations were the businesses which were initiated within the three years of 

period. It was difficult for us to identify the good number of sample size due to our time 

limitation and to be dependent on our connections to carry out the research we studied only eight 

respondents from two different countries. As mentioned by Mugo Fridah W. (n.d.), the validity 

and reliability of a qualitative research is more concerned with the usefulness of the information 

collected rather than the sample size.  
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Carrying out an interview from here was to be tedious for us so we have used our personal links 

in those two countries. All of the entrepreneurs owned their business solely. The collection of 

samples was made randomly from different field of businesses where we had our connections to 

carry out the interview. 

We in our study tried to get a look at Swedish entrepreneur‟s point of view but the responses 

were close to zero so due to immense pressure to complete the work on time we approached 

available entrepreneurs in Bangladesh and Nepal. Our research study is carried out to identify the 

role of business planning in their business so we have selected the interviewees who have 

initiated their business themselves. Considering various factors, we have prepared a 

questionnaire of limited questions and to carry out qualitative research like ours we have only 

selected small samples of 8 respondents from two developing South Asian countries Bangladesh 

and Nepal, four from each.  

The entire interview was carried out on telephone and internet interview as it was the best 

available at the moment of need. In order to carry out the research in time and to be 

comprehensive, eventually we made a survey with six questions. The main objective of the 

interview questions was to gain information about extent of business plan and how the business 

plan are used and how useful they are proving in carrying operations along with the motivation 

behind using the plan. We tried to make it sure that the respondents be the one who has initiated 

the business or the highest managing authority of the firm. 

We  conducted the interviews on the phone which was also advantageous to our research as the 

information were coming out from relevant person and the respondents had not much to prepare 

for the interview so the answers were instantaneous and resulted in to the point answers. On the 

contrary, it might have a disadvantage that the spontaneous answers may lack some valuable 

information which was not recalled by the interviewee.  

The information concerning the individual interviewee is shown in the table below: 

Country  Male/Female Previous Venture  Industry Interview 

   Code  

Bangladesh Male Yes (Leather) Agro Processing 1 

Bangladesh Male Yes (Electrical) Agro Processing 2 

Bangladesh Male No Designer Good 3 

Bangladesh Male No Designer Good 4 

Nepal Male No Designer Goods 5 

Nepal Male No Tourism 6 

Nepal Male No Agro Processing 7 

Nepal Male No Tourism 8 

Table 3-1: List of the entrepreneurs interviewed 
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4 Empirical Findings 

This chapter represents the data obtained from the entrepreneurs of both Bangladesh and Nepal 

through telephone interviews and via electronic mails.  

4.1 Business in Developing Countries 

The conditions of the SMEs of developing countries like Bangladesh and Nepal are almost same. 

As per the latest updates of World Bank, developing countries are the places where SMEs are 

booming and also creating a lot of opportunities for the residing people. In Bangladesh almost 

90% of the industry is dominated by the SMEs and in Nepal the percentage is around 96% 

(Ahmed, 2004; Small and Medium Enterprises Development Project and South Asia Watch on 

Trade, Economics and Environment, 2004).  It is a fact that, still these SMEs are not being able 

to contribute the way they should in growing the economy. According to the interviewees there 

are numbers of reason why they are not being able to increase their level of performance even if 

they are forecasting it. They are blaming the external factors more than the internal faults for 

facing such difficulty in achieving high performance growth and return.  

The main external obstacles that they face are –  

 

 Lack of adequate investments 

 Irregular supply of power 

 High rate of interest on bank loans 

 Absence of clear cut government policies 

 Lack of skilled labor and modern technology 

 Bureaucracy & corruption 

As their internal obstacles they referred that, academic and professional background on business 

administration can be the biggest problem that they face when they try to enter the market for 

business. Najmul Hossain, a SME analyst of Bangladesh expressed in interview, “The first 

problem that the entrepreneurs face while preparing for starting a business is, writing a business 

plan. Though the Central Bank has given directives on how to write such projec ts and what to 

include, still due to lack of knowledge on different areas of business they cannot come up with a 

good business plan for their enterprise…as a result it becomes obsolete for them to use the 

business plan afterwards for improving their business performance”.  

4.2 Reasons for Writing a Business Plan 

There are numbers of reason of starting a business in a developing country. One of the major 

reasons is to earn more than the monthly salaries in any job. Another popular reason is freedom 

of work, working for him or herself rather than working for someone else.  

Compare to any developed country, starting a business in developing countries like Nepal or 

Bangladesh is quite fast and easy and for this reason the SMEs are booming in those countries at 

this point of time. But it is a matter of fact that still these SMEs are not creating any large effect 
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in economic growth or job creation. The main reason behind this is though entrepreneurs are 

starting small and medium sized businesses, but still not being able to bring stability and growth 

within their business.  

 In order to start a business there are certain tasks that an entrepreneur has to perform before 

doing the registration for the business. From the interview it has been found that regardless of the 

size and performance of the enterprises, all of the respondents prepare a written business plan 

and their primary concept of preparing a business plan is to get finance. However, some of them 

changed their mind once they started operating in the market and some remained with their prior 

believe.  After taking interview three main reasons have been found of why the entrepreneurs 

write a business plan. 

4.2.1 Attracting Financial Investors 

Both low and high productive companies‟ entrepreneurs, agreed to this point that initially their 

prime concern was to prepare a business plan to attract the venture capitalists or the angle 

investors. One entrepreneur commented: “For any entrepreneur the first concern is the fund for 

the business and without a strong business plan it is impossible to pursue any investor in such a 

competitive market.” (Interview Code: 5).  

 

The main problem for accumulating funds in a developing economy is that people do not have 

enough options to gather resources for starting up a business. As a result, the banks and the 

financial institutions that provide funding for the entrepreneurs are always under immense 

pressure. As a result, they have separate cells to scrutinize the proposed business plans to extract 

the best plan to invest on.  

“It is very important to let the investors know that what we want to do and how we are going to 

do it and how much benefit we will get if it is done the way we are describing” (Interview Code: 

2).  

 

“There is no option for the entrepreneurs to avoid writing business plan, if they are not solvent 

enough to start something of their own.” (Interview Code: 8)  

4.2.2 Expanding or Altering the Business  

From the interview only the entrepreneurs of high productive companies, who are thinking of 

expanding their business in near future believes that writing business plan is also useful for 

outlining each area of their business. By each area, they meant different departments of their 

business like marketing, production, internal administration, distribution and so on. To carry on 

the daily operations all these departments are needed to be handled carefully and sometimes it is 

very important to make sudden changes in the regular plan. “Having a business plan definitely 

helps a company to understand exactly where to make changes and there is no need to miss any 

minor aspects as everything can be found in the plan.” (Interview Code: 1). “When you want to 

expand or want to make some changes in your existing business, you must keep in mind all the 
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major and minor factors that are needed to be altered properly and business plan is the only way 

to keep everything in mind at the same time” (Interview Code: 6).  

 

Some of the entrepreneurs gave a contradictory explanation of the importance of business plan 

for outlining the business. According to them, as entrepreneurs are actually involved in the 

business directly and run the business by themselves, even the minor factors also stays in their 

mind and while expanding or changing they can manage to make changes accordingly. 

“Entrepreneurs are directly engaged in the business and that is the prime advantage for them, 

because this allows them to avoid looking into the business plan every now and then for making 

changes in the policy or strategy” (Interview Code: 2). It is to be mentioned that all the 

entrepreneurs who agreed to this point are running companies with either low or middle 

productivity in terms of return. 

4.2.3 Outlining the Business process 

The interviewees confirmed that having a written business plan definitely drew a map for them 

to understand what to do now and what to do next. “Regardless of the size of business, 

entrepreneurs need a guide to keep them on track” (Interview Code: 1). It may not be necessary 

for small businesses to maintain and follow the business plan every day, however nobody wants 

to do business for short period and for long term survival, growth and high performance in return 

are essential. And business plan delivers the path that the CEOs need to follow in order to fulfill 

their long range goal.  

 

For a better understanding of the entrepreneurs attitude towards preparing a business plan has 

been illustrated in a table next page.  
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Inter

viewe

e 

Code  

Country Purpose of 

writing 

Business Plan 

Reason Different thoughts 

about writing 

Business Plan 

1 Bangladesh Finance “..To attract the bank 
for capital…” 

Also useful for 
expanding business 

and making alteration 
in the business process 

2 Bangladesh Finance “It was essential for 

describing the project 
to those who will 
provide capital” 

Also Useful when 

expanding the 
business 

3 Bangladesh Finance “..Did not have 

enough capital to 
start the project, thus 

had to make it as it 
was the Bank‟s 
requirement..” 

- 

4 Bangladesh Finance “It was essential to 
explain my project to 

the investors..” 

Useful when 
expanding the 

business 

5 Nepal Finance “Felt the need of it 

when I was looking 
for funds in different 

financial institutions‟ 

- 

6 Nepal Finance “It was a requirement 
of the external 

investor” 

- 

7 Nepal Finance “Nobody was ready 

to understand on 
word of mouth, thus 

preparing business 
plan was essential.” 

- 

8 Nepal Finance it was a requirement 

of the Angel 
investors 

- 

Table 4-1: Reasons of writing a business plan 
 

4.3 Use of Business Plan  

The authors tried to find whether the entrepreneurs use the business plan regularly or once they 

got the financial support, the use of plan ends for their business. Followings are the response that 

authors got from the interviewees. 
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From the eight respondents all but two interviewees agreed that they do not use the business plan 

on a regular basis and used it to get finance for their project. However, three of them agreed that 

in many unstable situations they referred their business plan to check whether they have covered 

all the departments to make the necessary changes or not. “I realized while changing my business 

policies that it will be wise to look at my business plan to ensure that I have not missed 

anything…..and it actually, helped me as I found that, if I make a certain change in my 

marketing policy to get a better marketing option it actually increases my distribution cost….I 

again rewrote the policy so that any variable affect do not harm my business operation” 

(Interview Code: 4).    

 

They also mentioned that most of the SME entrepreneurs do not feel the need of business plan in 

their regular operation until and unless they realize the benefit of using it and such realization 

does occur rarely.  

 

Two of the respondents believe that it is useful to review the business plan, might not be very 

frequently but once every quarter, because through this we get to know the gap between where 

we were in the beginning and where we are heading at the present moment. Studying such gaps 

increases the probability of taking right decisions at the right time. It Is to mention that both of 

the respondents had a previous venture and they said that they never followed what they 

mentioned here during their first venture but now they review the plan in order to keep 

themselves updated of the gaps that are occurring due to changes in their business. “It helps to 

improve the decision making process …” (Interview Code: 7).  

4.3.1 Present Perception  

All the interviewees answered that for day to day operations using business plan will delay the 

decisions that they have to make on spot. Again one interviewee explained, “ I am actively 

participating in running the business and I know what is going on in each area, as a result using 

business plan for every situation is not necessary for me as I already know how it started and 

where it is going at the moment” (Interview Code: 2).  

 

Use of business plan differs from Large Corporation to SMEs. Large corporations have many 

branches and highly diversified, thus they need to review the business plan even if they are 

making some minor changes in their business or on any particular branch of their corporation. 

But for SMEs the scenario is quite different, SMEs are not complex in nature, like the large 

corporations and maximum of SMEs of both the countries are doing business of low tech 

products and services, as a result it is possible to ignore the use of business plan on daily or 

weekly basis and minor changes are possible to do without even looking at it.  
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4.3.2  Future Perception 

All the interviewees believe that just like the way they needed the business plan at the time of 

start up, they need a written business plan to meet up the long range goals as well. Here by goals 

they basically meant expanding their business, reaching the expected total revenue, increasing 

numbers of total customers. “Business plan helps to keep track on both the cash inflows and 

outflows of different departments of the business….by this we can allocate the cost and invest 

our revenue in expansion” (Interview Code: 3).  

However, it has been found that among the studied companies only those companies that have 

higher return from their business are reviewing their business plan for future expansion or 

growth. The companies with not low but medium return also plans for their long range goals but 

believe that its all experience and understanding of the market, that are needed for fulfilling any 

future goal.  

Another point that came up from the study is, the entrepreneurs believe that business plan is also 

important to get additional funding as it can work as a proof of how much the company has 

achieved since the inauguration and at present are they moving in the right track or not.  

 

The interviewees view on using business plan in their enterprise is illustrated below.  

 

Interviewee 

code 

1 2 3 4 5 6 7 8 

Use of Business 

plan at 

different stage 

of business 

 

Start-up                 

Running            

Use of Business 

Plan 

 

Regular         

Occasional            

Rare              

Purpose of 

Using Business 

Plan 

 

Strategic                 

Operational         

Table 4-2: Use of Business Plan by the entrepreneurs interviewed 

 

It is to be noted that by rare use of business plan, the interviewees tried to mean that they used it 

only at the time of start-up and have an intention to use it again if additional fund is needed. The 

entrepreneurs again agreed that the main purpose of using business in their business after launch 
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is strategic and by strategic they meant using it if any alteration in the business occurs or if they 

intend to expand their business. 

4.4 Business Plan in enhancing Performance    

The role of business plan in the performance of any company is hard to identify. However, 

according to some interviewed entrepreneurs, it is quantifiable to some extent that business plan 

has to do something in improving performance but it is not the sole contributor.  

 

Among all the interviewees except for three everybody expressed that performance depends on 

entrepreneurs‟ attitude towards the market and on experience. “Enhancement in performance of 

the overall company relies on how the CEO is handling the market changes and his or her 

reaction towards any changes” (Interview Code: 4). 

 

All small and medium based enterprises in Bangladesh and Nepal are engaged in similar kind of 

industries, where already a lot of SMEs are operating. Prospective entrepreneurs of these 

countries are quite risk averse and do not want to explore a new market where there is not much 

SMEs are functioning their business. Therefore, the new entrepreneurs get a good understanding 

of what to do by observing the existing SMEs that are operating in the market.  

 

However, three of the interviewees believe that there are certain situations when business plan 

provides some input to enhance the performance along with the other factors.  

4.4.1 Financial Performance 

According to the respondents managing the financial part of the business is really a big challenge 

for them, as most of the entrepreneurs of these countries do not have sufficient academic 

background on financial management and accounting. They confirmed that in the beginning they 

referred to the business plan to understand the cash flow system and preparing balance sheets 

and income statements. “In the beginning I kept all my records using no formal method, and that 

resulted in numbers of errors and mismatch of balance sheet and income statement. Then I 

consulted the written plan and followed the routine method, which resulted in less error, proper 

record and improved my cash management issues.” (Interview Code: 1).  

 

Nevertheless, still in developing countries the use of business plan for improving financial 

performance is not recognized and the people engaged in SMEs use their own traditional 

methods like what others are doing in the field and rarely consult the business plan.  

4.4.2  Leadership Capacity Building 

According to one of the interviewees, reviewing business plan helps the CEOs to capture all the 

aspects of his or her business and patronizes to build up leadership quality. Aggressiveness in 

action to handle unstable business environment is an essential ingredient for the entrepreneurs 
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who wants to engage in SME and to be so the entrepreneurs must have full understanding of his 

or her own business, so that he or she can make proper policies and can take necessary actions to 

cope with the changing market. “To understand each and every aspect of my business, first I 

need to have a clear understanding of both the internal and external environment of my 

business….and the business plan that I wrote in the beginning worked as a good snapshot to 

understand the internal factors of my business…gave me a confidence to make decisions without 

any confusion” (Interview Code: 1). 

 

It has been found from the study of these entrepreneurs that except for one or two exceptional 

cases all of them believe that leadership quality is something that comes from both the inner 

quality of the decision maker and the experience that they gather while doing business in the 

industry and there is little or no connection of business plan alone in building such quality.  

 

In no case the entrepreneurs agreed that business plan helped them to increase the performance 

or productivity of their business. Though it has been found that at the time of starting up the 

business, the entrepreneurs preferred writing business plan to get financial support and also 

agreed that it helped as a guide book for them after the launch of their business. It helped them to 

understand which areas are needed to be taken care of to cope with each change in the market. 

But after a year when the entrepreneurs got used to of the daily operations and minor tremors of 

the market, they did not need the business plan to help them, rather they think such consultation 

would have delayed the decision making process.    

An interesting fact has been observed from the interview sessions that for the long range decision 

making they prefer consulting and altering the business plan accordingly. And the main reason 

behind this is, “To make long term decisions we have to observe the past, present and the future 

of the business activities at the same time… we have to make sure that any decision for future  

improvement does not hamper our business on the other way” (Interview Code: 2).  

4.5 Business Plan for Future Entrepreneurs 

Interesting views have been found from the respondents when interviewers asked them about 

suggesting the new entrepreneurs who are willing to join the market in near future. One of the 

respondents exclaimed, “It is very crucial for the new entrepreneurs to prepare a business plan 

for their business and to make it extensive, because it will not only aid to get finance but also 

will help them structuring their business more accurately in the beginning” (Interview Code: 4).  

 

Among all the entrepreneurs who were interviewed, almost 90% of them suggested the 

entrepreneurs to write a business plan properly to attract the venture capitalists and 60% of them 

said to review the business plan after starting operation in the market to get a clear comparison of 

how they have forecasted in the business plan and how it is actually going on in the market. They 

believe that such study on comparison in the beginning can build high confidence among the 

entrepreneurs. Such confidence will come because even if they make mistake, those will be 
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easily identifiable for them if they review the business plan rather than looking here and there to 

find the reason. Another fact is new entrepreneurs are amateurs for the industry, so they need a 

guide to show them which way they should go ahead to achieve the maximum performance and 

return.  

4.6 Flexibility 

Most respondents have focused on the fact that business plans should be made flexible enough so 

that necessary changes can be made by the entrepreneurs in future. Planning is about future so 

they are based on the pre assumption about future. So decision you made once may be not valid 

for later use; so the respondents have focused on the fact that a rigid business planning is not 

sufficient but it should be flexible to adjust with the changes in market and firm‟s requirement.  

Flexibility is an aspect in planning which gives possibility of changes in the pre-defined course 

of actions which might arise due to various reasons like changes in government policies, 

competitors market changes etc. So the possible alterations made can be in the planning 

according to the need of the current demand.  

4.7 Measurement Stick  

The respondent has also focused on the fact that business planning can also be used as a 

yardstick against which the progress and achievement can be measured. The plan serves as a 

guideline what they desire to achieve after some period of time so the actual actions can be 

measured with the desired. If there are any deviations or if the performance is lower than 

estimated then possible measures can be taken to rectify it.  

From the interviews, it can be seen clearly that the use of business plan in administrative 

decision making and on boosting performance is still not a concept for the entrepreneurs. 

However, they already have started to believe that business plan has some significance in 

decision making process and use of it in crucial decision making can benefit them in all possible 

ways. 
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5 Analysis and Discussion 

This chapter analyzes the empirical findings of the previous chapter to prove the hypotheses 

made by the authors in the study. Furthermore, it analyzes other motivating factors that relate the 

reasons behind the elevation in the performances of the SMEs. 

5.1Breakdown of Results 

5.1.1Entrepreneurial emphasis on business plan 

Responses generated from interview process leads us to way where it can be said that there is 

greater amount of emphasis that entrepreneur puts on Business Planning. According to their 

opinion we have developed major four purposes that well developed business plan serves i.e 

Action Plan, Road map, Performance and Promotional Tool.  

 

The heavier side of entrepreneurs who have interviewed for this research accep ts the facts that 

for startup and existing businesses it enables greater focus on dealing with issues in an organized, 

coherent and systematic manner. It helps to keep Entrepreneur on track and moving in the 

direction they want to go. In this busy schedule of the day-to-day business, it is very easy to be 

mislaying sight from actual objectives and goals. A business plan can help keep them focused 

and serve to help others to understand their vision. The business plan portrays the „flags on the 

hill‟ and provides roadmap of actions to reach there. Perhaps most importantly, a business plan 

serves as a business promotional tool. Most of entrepreneurs have given main focus on external 

financing and business plan is one of the tools they use to persuade investors or lenders to 

finance business. They believe that business plan has positive impact on business firm. 

Apparently, interviewed entrepreneur strongly suggests upcoming new entrepreneur to prepare 

effective business plan as it not only help to get appropriate financial back up but also allows 

them to keep the track of where they are heading. Almost 7 of them suggested the entrepreneurs 

to write a business plan properly to attract the venture capitalists and 5 of them said to review the 

business plan throughout their business life. 

 

It was very interesting to find out that the entrepreneurs agree that the business plan has 

importance of its own if used correctly in business both at the time of starting and also while 

operating in the market. Yet the use of business plan the way they think is not in action, and 

highly ignored especially once the business starts its operation in the market. Such negligence in 

using the business plan for achieving better performance is mainly due to the entrepreneurs‟ 

stereotype way of doing business in the market.  
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5.1.2Necessity of Business Plan  

The empirical data collected by the authors, demonstrate that the necessity of business plan for 

the SMEs of Bangladesh and Nepal is mainly relied on attracting the financial investors or banks 

to support them with funding. Among the interviewees 7 entrepreneurs did not have any idea on 

how to write a proper business plan and also were not sure about its actual use in the business. 

According to the data it was the requirement by the Central Bank and also by the investing 

companies and that was the main reason for them to write a business plan. The concept of using 

business plan in internal activities for increasing the performance level, was rarely found in 

them, though two of the entrepreneurs who have experience of doing business before agreed that 

business plan is to some extent useful if used as a yardstick to evaluate the performance with the 

forecasted one. Again it was found that reviewing business plan sometimes proved worthy but 

that is very case sensitive and the entrepreneurs only realize when they came across such 

situations, but majority believes that for small business use of business plan for improving 

performance is not a good idea as it will delay their regular flow of administrating.  
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Table 5-1:  Significance of Business Plan and Recommendation 

 

 

The result confirms that writing business plan is a crucial element for the SMEs of such 

developing countries and the only reason is the funding for the project. People of such countries 

face immense difficulty in arranging the necessary amount of capital to start their project and the 

SME‟s in 

Nepal and 

Bangladesh 

(Interview 

code) 

Significance of 

Business Plan in 

SME´s   

Reason 

1 Yes To seek finance 

2  Yes For explaining project 

to investor 

3 Yes Mandatory requirement 

of bank 

4 Yes For explaining project 

to investor 

5 Yes To some extent for 

looking for investor 

later on not in initial 

stage 

6 Yes For attracting investors 

7 Yes For assuring investor 

about project 

8 Yes Requirement from angel 

investors 
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only open doors for them are the venture capitalists. These capitalists require knowing all detail 

of the business idea of the prospective entrepreneurs. As a result, writing a proper, detailed and 

forecasted business plan is a necessity of the entrepreneurs.  

 

So the necessity of writing a business plan in the SMEs of Developing countries like Bangladesh 

and Nepal is mainly to attract the financial investors and to arrange the capital for their business. 

However, very few of them believe that business plan can enhance performance to some extent 

as it can be used as a yardstick to compare the present and forecasted performance and also by 

using it to make necessary alteration in the business process.  

 

5.1.3Business Plan in SMEs   

SMEs are quite different from the large corporations; in terms of size, business process, number 

of employees, products and so on. But the two most important differences between these two 

types are their size and business process. SMEs are of small or medium sized with less 

complexity in business process, this attributes of SMEs exempt them from changing their 

business processes or decisions very often. Again the flows of the activities of SMEs are usually 

single lined, which means the activities to operate the business remains same for long and the 

need to make changes in some of the activities are occasional. As the entrepreneurs do not need 

to change their business process very often, the need of reviewing performance is also not that 

much demandable. Therefore very less interest was found among the SMEs entrepreneurs about 

using business plan in their regular business.  

 

It is a fact that the data collected did not prove that the entrepreneurs of Bangladesh and Nepal 

prepare business plan for using it in operational decision making for better performance or for 

review, and the basic reason behind this is the entrepreneurs of developing countries do business 

on either low tech products or agro based products, and business of such low innovative products 

do not require constant change in the business process and review of changes made in any 

decision. Thus use of business plan in enhancing performance or the productivity of the company 

is absent in the SMEs of both Bangladesh and Nepal.   

5.1.4Business plan and Performance 

Different entrepreneurs have their own individual perception regarding business plan and its 

relation with performance in business. Despite the fact that the entrepreneurs believe, business 

plan have some positive impact on performance of businesses. But by analyzing the findings we 

can say that it is not only the major factors that shape the performance of SMEs, besides  the 

business plan entrepreneurs  signify other attributes to be important to improve the performance. 

Approximately 5 out of 8 respondents accept as true that entrepreneur personal attributes, such as 

attitude, capacity building capacity, self instincts about market and changing variable around 

them. They expresses that performance of each and every business is totally depends on how 
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CEO reacts to changes that occurs in market and how fast he adopts that changes which occur 

without any pre notice. It refers to CEO attitudes towards the change management.  

 

While other side of interviewee state which represents almost 3 out of total population that 

business planning helps them build their capacity to react in particular situation, gives confident, 

helps to build leadership quality etc. As the majority of entrepreneurs believe  that business 

planning is a not sole factor that affects the performance of SMEs. Even though, entrepreneurs 

focus and suggests new comer to prepare business plan and review it time and again they 

conclude that the business planning is not only sole factor which improves the performance of 

SMEs. 

In the end, it can be said that Business plan in SMEs are practically used as a tool for 

accumulating capital for the project and using business plan in enhancing performance is highly 

unconsidered by the entrepreneurs. Though in several occasions some of the entrepreneurs 

agreed that benefits are lying in the use business plan in comparing and improving performances, 

the influence is still indirect to the business.  

 

By analyzing the findings entrepreneurs are putting their emphasis on business plan which 

supports our hypotheses, a well developed business plan and proper execution throughout 

business life and time again review of business plan probably leads to better performance of 

business. Although it is not only one factor, entrepreneurs believes it has something co-relation 

with whole business function. Thus they give emphasis on preparing business plan but do not 

consider it to be the sole factor for their better performance in business. 

 

A table in the below is presented where the entrepreneurs described the extent to which their 

business plans have actually been used in their enterprise.  

 

 

SME‟s in 

Nepal and 

Bangladesh 

(Interview 

code). 

Time 

Interval of 

using 

Business 

Plan 

Impact on 

Performance 

Degree of 

Formalization  

Control  of 

Business Plan 

1 Every 

quarter 

a year 

No impact Followed 

the Central 

bank‟s 

requirement 

Not 

significant 
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2 Once a 

year 

Indirect 

impact  

Followed 

the Central 

bank‟s 

requirement 

Not 

significant 

3 Never 

after 

launch 

No impact Followed 

the Central 

bank‟s 

requirement 

Not 

significant 

4 Twice 

a year 

Indirect 

impact 

Followed 

the Central 

bank‟s 

requirement 

Not 

significant 

5 Never 

after 

launch 

No impact Followed 

the 

requirement 

of the bank 

Not 

significant 

6 Once a 

year 

No impact Followed 

the 

requirement 

of the bank 

Not 

significant 

7 Never 

after 

launch 

No impact Followed 

the 

requirement 

of the 

financial 

institution 

Not 

significant 

8 Never 

after 

launch 

No impact Followed 

the 

requirement 

of the bank 

Not 

significant 

Table 5-2: Uses of Business Plan and its impact on performance. 

From the table it can be seen that the entrepreneurs tendency of using business after launching 

their business is very low and the entrepreneurs who answered that they use once or twice a year, 

use it to understand some concepts of any particular department and the significance of such use 

again low. Al the entrepreneurs think that their business plan has no impact on the performance 
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of their business. However two of them mentioned there could be some indirect impacts on the 

performance which are very incidental and rare. It has been found from the interview that no 

entrepreneur prepared the business plan for their own interest rather they were forced to prepare 

due to the requirements of different banks and financial institutions. Once the entrepreneurs 

prepare the business plan any control or adjustments on those plans are not important for them as 

the business plan itself is of little important to them after acquiring the fund for their capital.    
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6 Conclusion 

This chapter discusses the final conclusion drawn from empirical findings and analysis. Further it 

provides implication to future researchers with some recommendation.  

6.1 Outline  

The core aim of this thesis was to find the impact of business planning, its appropriate execution 

in SMEs and the degree of relation between performance enhancements (Bangladesh and Nepal). 

While during the research course of action researchers developed three hypotheses which is 

clearly mentioned in chapter two. Various facts were generated from data collection method 

which has been collected through semi- structured interview. From the empirical findings 

researchers have concluded that, for the developing country like Bangladesh and Nepal, 

preparation business plan and its execution is only for fund seeking process or capital venturing. 

According to entrepreneurs their statement reveals the business planning is only just one way for 

generating financial backup in very beginning of establishment of business. Minor portion of 

total interview done agree with the fact that to some extent business plan helps to enhance 

performance of their business if it is checked and reviewed in regular basis. But none of them 

considered business planning as major factors for improving performance of SMEs rather as 

among the other factors which to some extent important for running business and to have better 

performance which supports our hypotheses 3. But on the other side of entrepreneur strongly 

believes that its helps to build up leadership quality and give a way to reach predefined goals and 

suggests new entrepreneur to develop the business plan and follow up that business plan in rest 

of their business life. 

6.2 Implication 

This research paper may have practical implication for entrepreneur both new and existing one. 

ssSince paper allows them to find out importance of business plan and the opinion from the 

senior entrepreneur that how business plan helps them in their career development process of 

business. Business plan should be appropriate, concrete and precise. Many new entrepreneur 

might be have confusion of how to generate adequate finance for their business, this paper 

provides real work life situation to them. 

For existing entrepreneur who have chances to look the how much business planning have put 

impact on other similar SMEs and how other entrepreneur thinks about business planning. It 

allows them to benchmark their own business with other business which is considered as SMEs.  

In gist, due to the various limitations, researching the other valuable factors which have direct 

and indirect impact on SMEs is missing. It‟s a recommendation from the researchers that it 

would have been better if along with business planning other significant variable will be 

mention. 
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Appendixes  

Appendix -1  

Interview Questions 

 

1. Did you or your company prepare a business plan when you started the business? Why?  

 

2. For what purpose the business plan was used? Why? 

 

3. Does your company use the business plan on a regular basis? Why? 

 

4. Are you using the written business plan strategically (by making necessary changes 

regularly) or for long term only? Why? 

 

5. Do you think your business plan is helping to improve the performance of your 

company? How? 

 

6. Would you advice prospective entrepreneurs to write a business plan before starting their 

businesses? Why?  
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Appendix 2 

 

(Name) 

 

(Position) 

 

(Company) 

 

(Address) 

 

(Date) 

 

Hej Sir/Madam, 

At first we would like to thank you for agreeing to participate in the study that we are conducting 

for our Master Thesis. 

As discussed in the first meeting, the aim of our study is to investigate the relationship exists 

between written business plan and the success of newly started Micro, Small and Medium 

Enterprises. It is to be noted that here success refers to the survival of the enterprise in the market 

in the long run. 

We are ensuring that the confidentiality that you have required will be maintained and no names 

of the organization or any interviewee will be enlisted in any part of the report.  

You have the full right to review the recorded or written copy of the interview session, and can 

ask for any alterations if necessary.  

Thank you again for your cooperation and showing interest in our project.  

Yours Sincerely, 

Anisha Rijal 

Lutfun Nahar Chowdhury 

Prakash Lamicchane 

Master of Science In Business Administration (MSC.BA) 

Blekinge Institute of Technology (BTH)  

 


