Teach yourself how to build a Business Case
for a Social Enterprise

2a. Hands On Modelling
Three Starting Models
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Building a business case has three stages: -

Step 1: Build a business model in Excel

Step 2: Use the model to evaluate the project

Step 3: Make decisions

Spend only a few seconds on each page
It may contain errors so always check your own work

and have it audited by a competent person



Building a business case has three stages: -

Step 1: Build a business model in Excel

Step 2: Use the mor -’

Step 3: Make dew.

This module gives a quick overview of

three examples of a business model
as used in Step 1: Hands-on Modelling

Spend only a few seconds on each page
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Your task is to develop a business model that anyone around you can understand rapidly.

Eventually, it might become long and detailed but it must always remain easy for others to follow.



To achieve this clarity simply -

A. Choose one of three layouts from the Worked Examples on this free website: -
i. A simple business model
ii. Comparing alternative business models
iii. One long, detailed business model

B. Then strictly follow these well-proven ‘hands-on’ modelling practices: -
i Six principles
ii. Four cash-streams
iii. Three golden rules
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A. Choose one of three layouts from the Worked Examples on this free website: -
i A simple business model
ii. Comparing alternative business models
iii. One long, detailed business model

Over the life of a bigger project, the

business model is likely to evolve
naturally through these three phases.




A.

Your task is to develop a business model that anyone around you can understand rapidly.

Eventually, it might become long and detailed but it must remain easy for others to follow.

To achieve this clarity simply -

Choose one of three layouts from the worked examples on this free website: -
i A simple business model

ii. Comparing alternative business models
iii. One long, detailed business model

The worked examples on this website are not
‘template’ business models with blanks to be
filled in > to magically give you a result!

Then strictly follow these well-proven ‘
i. Six principles
ii. Four cashstreams

fil.  What people want! Instead they can be used as a flying start for

you to adapt for your project. (Every business

model will be unique and created for a specific project so you
will need to reconstruct them to your own project’s needs.)



A. Firstly, choose one of three layouts from the worked examples on this free website: -

i. A simple business model

Initially, the project or idea is likely to need a simple assessment.

The business model is likely to be small, but fully functional, and fit on one or two ‘pages’ of an Excel workbook.
It will help decide if the project/idea looks promising and so worth studying more deeply, or whether it should
be dropped/revamped.

For small projects this model may be completely adequate.



i. a simple business model

For a small project or at the beginning of a major project the layout of the business model in Excel might look like this: -

N\

Introduction worksheet

Business Model in one worksheet
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It will comprise three sections: -
o The Intro & Audit will note who created the model, its purpose, the audits completed.

What,
Who,
How,

Audits.

A (Y

Introduction worksheet Business Model in one worksheet
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Some people prefer
graphs to number.

Business Model in one worksheet
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i. a simple business model

N\

Introduction worksheet

Take a quick look at the worked
example of a simple business

model on this website
(it should be relatively easy to adapt)

Business Model in one worksheet

Project Funding in one worksheet
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A. Firstly, choose one of three layouts from the worked examples on this website: -

ii. Comparing alternative business models

Usually for major projects, there will be a number of alternative ways of ‘configuring’ the project. The simple
business model now can easily be converted into multiple worksheets that compare these different configurations.

Or the social enterprise may need to assess the ‘base case’ under a range of favorable and unfavorable scenarios.



ii. comparing alternatives

Frequently the social enterprise will think of various ways of completing a project and will use a “Pre-Feasibility Study”
to select the best configuration. The layout of the business model in Excel might look like: -

Worked Example - For Website Results Comparison

N\

Intro & Audit Results summary &
worksheet common inputs

Base Case Alternative B Alternative C
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ii. comparing scenarios
Alternatively, the social enterprise will have a ‘base case’ and will want to fully understand what happens under various

scenarios of that base case.
If sales and prices are weak how will the business look?
If costs are higher than our experts have estimated how will the project fare?

What happens if we can add a second more profitable product to our sales?

Existing case

Results Comparison
Existing case

Worked Example - For Website

08024

Inputs - Common

. Scenario: Base case
Scenario: Base Case .
with second

Intro & Audit Results summary & Base Case Scenario: Base Case
common inputs with weak sales with higher costs product added

worksheet
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ii. comparing scenarios
Alternatively, the social enterprise will have a base case and will want to fully understand what happens under various scenarios
of that base case.

If sales and price
If costs are high

Existing case

Worked Example - For Website

puts - Common

N\ %

. ) . Scenario: Base case
Intro & Audit Results summary & . Scenario: Base Case Scenario: Base Case with second
worksheet common inputs ase Case with weak sales with higher costs
product added
19
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A. Firstly, choose one of three layouts from the worked examples on this website: -

ili. One long, detailed business model

For major projects, once the most appropriate alternative has been selected, the simple business model can

easily be converted into one long and detailed model of that configuration.



iii. One long, detailed business model

Once the best configuration for the project is selected in “PreFeasibility” then the project usually goes
through to “Final Feasibility” where it is modelled in detail.
o And most importantly, this business model is likely to be used to raise project funding from backers in
the form of donations, loans and equity.

A AN A e A g

Intro & operations Cash flow Proect And when
Audi results |p ' capex opex income tax NPV, IRR, . i:l needed -
udit sales, revenue ot unding accounting
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iii. One long, detailed business model

The person building the business model must keep remembering “My business model
may become long and detailed but the whole layout across and down each worksheet
must be kept intuitive and easy for others to follow.

Like reading a child’s story book!”

A AN A e A g

Intro & operations Cash flow Proect And when
Audit results |p ' capex opex income tax NPV, IRR, . i:l needed -
udi sales, revenue ot unding accounting
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Inside these three models there are modelling ‘practices’
that are: -
* Easy-to-learn
* Developed over years by professionals
* Rigorous
They make it so much easier for others to follow your work.



’

Inside these three models there are modelling ‘practices

that are: -

* Easy-to-learn

* Developed over years by professionals

* Rigorous

They make it so much easier for others to follow your work

These are: -

i. Six principles

ii. Four cash-streams
iii. Three golden rules



A following module explains UiIESE. actices

sier for othersto follow your work

I.  Six principles
ii. Four cash-streams
iii. Three golden rules



Glossary 1

A forecast of the social enterprise’s physical operations, deliveries of benefits, sales, costs, taxes and net
cashflow. It usually is over several years and computed in monthly intervals or in years. It gives a
‘helicopter view’ of the underlying economic health of the enterprise showing how much funding it will require
and when it is likely to ‘stand on its own legs’ to be self-supporting. . (It uses cash rather than accounting
concepts.)

Funding and ownership can be added when the project looks promising

Business Model

or ‘Economic Model’

Project Funding Getting investors, donors and lenders to provide cash to fund the project

An internationally regulated way of assessing or forecasting the performance of the project over a
Accounting specified period — past or future - given its recent results, past inputs and future liabilities.
(Uses non-cash concepts so may be difficult for some non-accounting people to quickly understand.)

Extracting money from the project as entirely defined by government legislation - and like accounting uses

Tax
non-cash concepts.

Before applying inflation — example $2.50 today and still $2.50 in 5 years

Real terms (Usually employed in business case modelling.)

After applying inflation — example $2.50 today becomes 53.97 in 5 years

Nominal terms or _ : _
(Used in accounting, tax and funding.)

Dollars of the Day

end
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