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Great entrepreneurs  have a clear vision of what  they want to achieve.  

They can see further down the road than the average manager can see.

They  plot a route to get them where they want to go and then they go for it!

A business plan is a written document that delineates the proposed venture.  It must illustrate current status, expected needs and project results of the new business.
  A business plan is written for many reasons.   When you are planning to start a business, its most important purpose is to help you be sure the business is carefully planned and makes financial and operating sense.  The plan may also be used to convince investors, or other sources of financing to invest money in your business. Therefore, it should be complete, organized and factual. The emphasis of the business plan should be the implementation and success of the venture.  Thus it is important to translate the plan into action.

	I.       Title Page

The title page is the first thing that a potential investor will see.  Therefore it is important to insure that it has impact. 
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	Picture or visual of product or service

Company name

Company Logo

Date

Names, telephone numbers, email of key contacts 

Statement of confidentiality and propriety.
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	II.     Executive Summary

If the executive summary doesn’t succeed, your business plan will never sell investors. I recommend that you write the summary  last  so that you can  summarize key points easily.  Remember this is the first thing that they will read about your venture.  It's primary function is to capture the investor’s attention.  The summary should be no longer than two pages. The shorter the better. 
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	Description of the business concept and the business

The opportunity and strategy

The target market and projections

The competitive advantage

The economics, profitability and harvest potential

The team

The offering 
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2-4

2-5
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	III. Mission Statement

A company's mission is its purpose, its reason for being.  It is the organizational equivalent of what an individual might refer to as "a calling" -- one's mission in life -- the grand purpose one is to fulfill.  A mission statement is a high-level control device. Mission statements should answer questions such as:

•
What business are you in? 

•
Why are you in that business? 

•
Who are you customers? 

•
What are your products and services? 

•
What do these do for your customers? 

•
Who is your competition? Why?. 

Efforts to write mission statements without first clarifying and gaining consensus regarding the organization's mission are bound to result in empty mission statements.  In trying times, an empty mission statement can also be dysfunctional. The work of clarifying and developing consensus regarding the organization's mission is a task that falls to the organization's leaders.  However, they can't simply decide on their own and then announce the mission to the rest of the organization. The mission must be communicated, understood and accepted by all. Then, the mission can become pivotal in the defining of organizational culture.  That is, the  mission statement. can serves as a current and relevant reminder of who the organization is, what its about and where it wants to go. 

Regarding an organiztion's vision, it  is a 'future mission statement'. You ask the same questions but with a future tense. The difference between the mission statement and the vision  represents a gap. The gap represents the issues that need to be addressed.   Whether  the  vision or mission statement is developed first is a matter of preference. However, if the Mission Statement is not tied directly to the most inspiring aspect of the Vision, it will lose intensity.

An organization's value  or guiding principles serve as poignant reminders of how the organization chooses to conduct its business.  In the broadest sense, it is the organization's code of conduct.  Adherence to such values, is most likely to occur when the guiding values and commitments make sense and are clearly communicated.  The espoused values must be integrated into the organization's culture.  Finally, employees must be empowered to make ethically sound decisions. 
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	Mission Statement

Guiding Values

Goals and Objectives
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	IV. Company Overview

While no legal form of organization is suited to each and every business, it is important to identify the  "best" form for your venture.  Considerations include tax laws, liability situations, availability of capital and the complexity of the business formation.  The strengths and weaknesses of each corporate form should be careful balanced against those associated with other structures.  Classic forms include sole proprietorships, partnerships, limited partnerships and corporations.  But you can alsoconsider joint ventures, strategic alliances, business trusts, cooperatives or franchises.
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	Legal Description  &  Business Form

         Operational Structural (Production, function, matrix)
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	V.  The Economics of the Business

It is important to identify the economic factors that will affect your product or service.  Consider things such as country  or community growth, industry health, economic trends,  and rising or sinking prices, labor costs. Consider also any legal  and government factors that will affect your market  For example, government regulations in health care have opened the doors to new ventures that manage these tasks for organizations.  The internet has created a whole new industry of web design and site management.  to insure that your perspective is balanced, you should also identify those factors that you  cannot control and determine how they will affect your market.  Finally it is important to accredit your proposal with outside opinions.  Expert opinions provide evident that your venture is commercially viable.  

This section should also include the rsults of your  environmental scan.  This includes  ana anlysis of the business sector strengths and weaknesses as well as the short and potential long term opportunities and threats of  business venturing in this domain.
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	Economic Trends

         Legal and Regulatory environment

Uncontrollable factors

SWOT analysis 

(Strengths, weaknesses, opportunities and threats)

Financial characteristics of  industry

         Commercial Viability

Analysis
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	VI. Competitive Analysis

It is critical that you understand who you are competing against. Thorough market research, will help you identify those companies who offer competitive or related products.  In this section, identify those firms who offer complementary products in the same or similar industries.  Identify their competitive advantages and weaknesses. Explain how competitive relationships can be turned into joint ventures, strategic partnerships, buyouts, acquisitions, etc. in the future. if the need arises.
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	Bench marking results

List of key competitors

Comparison of strengths and weaknesses

Strategy relating to key competitors

Analysis
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	VII.   Product

         Here you explain what your product is, how it works or what service(s) you will  provide. You need to emphasize how your product is different from products already on the market.  A vivid description of the product is critical if your are to create value in the minds of investors Depending on the nature of the product, it is useful to provide the potential investors with a sample, mock up or model of the product.(in the appendix).
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	Current Product

Development Status

Research and Development Process

Difficulties and risks

Product improvements

Development and Production Costs

Production and Delivery

Proprietary Issues

Analysis
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7-5

7-6

7-7

7-8

7-9
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	VIII Marketing Plan

You may have a great product, but if you don't market it well, it will not sell.  Research indicates that the marketing plan is  the most crucial but often worst prepared component of the business plan.  A total of 98% of firms receiving venture capital funding have a clear, concise market plan.
  Rather than describing a business sector, describe your specific product market. For example, if you  produce  widgets, what markets are you competing in? Clearly define your market strategy and market segment. Describe the nature of that market. Support your conclusions with primary and secondary data. To accredit your proposal include insights from industry expects.   Provide a profile of the typical customer and then explain the marketing channels you will use to reach that customer base.

Describe your pricing strategy. How does the price relate to the cost of production.  A useful approach being used by companies such as Boeing Aerospace Company is called targeted pricing.  Here, the price is determined first and then the production process and costs are retro-fitted into the pricing structure.  Finally, you need to discuss production promotion and  distribution channels  (e.g. wholesalers, cataloguers, mass merchant retailers, consolidators) and why these sources make sense to use.   Be sure to compare your proposed distribution channels to those used by competitors.
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	Marketing Philosophy

Market Definition

Customer Profile

Market Size and Trends including size and share

Market strategy (differentiation, cost, quality, mixed)

Pricing

Sales Strategy

Distribution Channels

Service and warranty policies

Advertising and Promotion

Analysis
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	VIII. Manufacturing and Operations Plan (If Applicable)

Enumerate and explain capital equipment, material, and labor requirements. Are the above items readily available? Do you have multiple supply sources? List inventory requirements, quality and technical specifications, hazardous materials 

Your choice of a location can make or break your business, so put careful thought and analysis into your needs. Consider your type of business, traffic, zoning ordinances and competitors. Do you require heavy traffic (either foot or car)? For some businesses, such as retail stores, location is critical. For other businesses, you may be able to operate out of your home but share secretarial services at a shared office facility.  This option is particularly suitable for professional services firms. 
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	Strategy and Plan

Advantages of location (zoning, tax laws, wage rates)

Facilities and improvements

Proximity to supplies

Access to transportation

Availability of Labor

Total Quality Issues

Regulatory and Legal Concerns

Estimated manufacturing costs

Production schedule
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	X.  Management Team

More than half of all new venture proposals are rejected because the management team is not considered to have demonstrated leadership  back and track record relevant to venture.  Therefore, it is important to describe you team accurately and complete. If your team lacks expertise in a particular area ( legal, marketing) describe who or how you fill in the gap.   You must also describe the ownership structure and stock.  In most cases, a few people will fill a multitude of positions.  A strong board of directors can go a long way to improving your leadership image. 
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	Organizational chart

Key management personnel 

(Brief biographical statements and pictures) 

Resumes in appendix

Board of directors

(Brief biographical statements and pictures) 

Management compensation and ownership

Other Investors

Other Employee Agreements (stock options, bonus plans)

Shareholders, rights and restrictions

Supportive Professional advisors and services

Analysis
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	XI.  People Resources

Employee compensation costs can account for as high as  80 percent of a  new venture's start up costs. Given this,  it is critical that new ventures hire the best people, compensate them appropriately and motivate them to excellence.  People management includes identifying people requirements to get the job done, determining how you will recruit and select the best candidates. It also entails specifying people polices and compensation (base pay and equity) and benefits.  
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	Staffing Requirements

Staffing Schedule

Job Descriptions

People Policies

Compensation and Benefits

Training
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11-4

11-5

11-6
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	XII. Critical Risks and Assumptions

Management guru Peter Drucker contends that if you don't have a case against a decision you don't have a case supporting a decision.  Given this, it is important to proactively identify critical risks associated with the venture and develop a strategic plan of attack to deal with these critical risk factors should they actually arise.

	12-1

	Delays

Equipment

Management  Experience

Public Acceptance

Competition

Production planning

Alternative courses of action 

Analysis
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12-6

12-7
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	XIII. Capital Requirements

 In this section, you describe the additional  moneys you need to launch or expand your business.  You need to be specific about the amount of money you want.   Be sure to leave room to negotiate as you seldom get exactly what you request.  You also need to indicate the method by which you want to receive the capital and what you will use the capital to do.  

Salesmanship is important here.  You need to remind them why this venture is exciting and why it will succeed.  Lastly you need to indicate what the payoff will be for potential investors.  Remember, a venture capitalist expects at least a 10 times return in 5-10 years.  A bank or government agency wants to see a specific payback schedule. Include a statement such as: 

We can provide and exit for this (loan, investment])within [x] years by [a dividend of excess profits, recapitalizations, sale of company, or public offering].
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	Moneys Needed

Method of Funding Requested

Why It's Needed

Exit Value
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	XIV Financial Plan

The financial plan provides a picture of where your venture stands today and where you would it to be in the future.   Financial information is critical to venture funding. Minimally, your business plan should include a balance sheet which shows the worth of the business. Current assets include anything that can be converted to cash within a year and fixed assets entail such things as buildings and equipment. Liabilities are divided into current liabilities (short-term bills such as inventory, salaries, etc.) and long-term debt (such as mortgage, etc.).  The difference between the assets and liabilities equals net worth. statements help you track and analyze financial information. A second essential element is  a profit and lose statement.  Any investor wants to know where the money has gone and where you expect the money to go in the future. You should also include cash flow projections which inform potential investors where the money is going. You can develop these items in Excel or purchase business planning software.  

Even when you understand how they work, financial statements and ratios can be complex. You need to make this information easy to digest.  Graphic representations (pie charts, scatter diagrams, histograms) are extremely viable method of communicating information. 
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	Assumptions

Actual Income Statement and Balance Sheets

Pro Forma Income Statement

Pro forma Balance Sheet

Pro Forma Cash Flow Analysis

Break Even chart and calculations

Return on Investment

Cost Control

Cash Flow Projections

Capital Requirements


         

Conclusion & Highlights
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	XV. Proposed Course of Action 

When you are planning to start a business, its is very important purpose is to  be sure the business is carefully planned and makes financial and operating sense. In order to do this successful it is important to develop a game plan.   In this section, you should delineate short and long term goals and objectives. Additionally you should identify important milestones.  

The final components relates to the evaluation of your business venture.  Here it is important to identify the metrics against which you will  compare your actual results after the business has been started. Regularly comparing your planned and actual operations will allow you to identify problems before they become unmanageable. Regular comparison and corrective actions will help keep your business on track. 

To determine business success,  key indictors should be included. Common financial ratios include:  

•
Liquidity ratios. These measure the amount of cash available to cover expenses. 

•
Profitability ratios. These ratios measure profit margin, return on assets, return on investment and return on sales to help control income. 

•
Efficiency ratios. These help you keep track of inventory turnover return on assets, and credit sales. They measure how well you are conducting your business. 

While organizations have long focused solely on financial measures, current conceptualizations of business evaluation contend that a family of measures should be employed. The attached table delineates some important categorizes of metrics.  
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	Goals

Timetable

Deliverables

Metrics to measure success
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	XVI. Appendices

Business plans like any other written document can be user friendly or a nightmare for the reader.  Your job is to make it easy for the investor to get a complete snapshot of your venture.  Exhibits give the potential investor a better understanding of your business.  By including data in appendices, the reader can chose to examine or not examine the documents.  If you use a loose leaf to present your materials, you can use pocketed folders  to contain the supplements.  These allow the reader to extract the materials easily.
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	Product Description

Sales literature

Business Cards

Sales sheets

Cost Sheets

Market research reports

Resumes of officers or directors

Advertising campaigns (proposed or past)

Photographs of facilities
	16-2

16-3

16-4

16-5

16-7

16-8

16-9

16-10

16-11


�  This is an evolving document.  I welcome your comments and suggestions for improvements and expansions. Contact vandra@u.washington.edu
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