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Tips for Writing a Business Plan               (Delete when finished)
The business plan consists of a narrative and several financial spreadsheets. The narrative template is the body of the business plan.. Work through the sections in any order you like (although we recommend starting with the Marketing Section), except for the Executive Summary which should be done last. Skip any questions that do not apply to your type of business. When you are through writing your first draft, you will have a collection of small essays on the various topics of the business plan. Then you will want to edit them into a smooth flowing narrative.

The real value of doing a business plan is not having the finished product in hand; rather, the value lies in the process of research and thinking about your business in a systematic way.  The act of planning helps you to think things through thoroughly, study and research when you are not sure of the facts, and look at your ideas critically. 

It takes time now, but avoids costly, perhaps disastrous, mistakes later.

This business plan is a generic model suitable for all types of businesses. However, you should modify it to suit your particular circumstances. Before you begin, review the section entitled Refining the Plan, found at the end of the narrative. It suggests emphasizing certain areas depending upon your type of business (manufacturing, retail, service, etc.). It also has tips for fine-tuning your plan to make an effective presentation to investors or bankers.  If this is why you are writing your plan, then pay particular attention to your writing style. You will be judged by the quality and appearance of your work as well as your ideas.

It typically takes several weeks to complete a good plan.  Most of that time is spent in research and re-thinking your ideas and assumptions.  But then, that is the value of the process.  So make time to do the job properly.  

Those who do, never regret the effort.

And finally, be sure to keep detailed notes on your sources of information and the assumptions underlying your financial data.

Delete this page when finished with it.
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1. Executive Summary

Write the summary when your plan is at the very final draft stage. 

· We suggest you make it no more than 1/2 page.

· Include everything that you would cover in a 5-minute interview.

· Explain the fundamentals of the proposed business: what will your product be, who will be your customers, who are the owners, what do you think the future holds for your business and your industry? 

· Summarize your numeric goals, Sales, Profit Margins, Profit, etc.

· Make it enthusiastic, professional, complete and concise.

· If applying for a loan, state clearly how much you want, precisely how you are going to use it, and how the money will make your business more profitable, thereby ensuring repayment.

2. Organization

Limit this section to about a page by focusing on major and long-term issues. Use succinct, affirmative statements making every noun, adjective and verb important.

2.1. Business Description

What Business are you be in? What do you do? Now give a detailed description of the 

Form of ownership: Sole Proprietor, Partnership, Corporation, Limited Liability Corporation (LLC)? 

2.2. Objectives and Goals

Company goals and objectives: Goals are destinations -- where you want your business to be.  Objectives are progress markers along the way to goal achievement.  For example, a goal might be to have a healthy, successful company that is a leader in customer service and has a loyal customer following.  Objectives might be annual sales targets and some specific measures of customer satisfaction.

State your Business philosophy: What is important to you in business?

2.3. Management Team

Introduce the management team and summarize their roles

Number of employees

Type of labor (skilled, unskilled, professional)

Where and how will you find the right employees?

Quality of existing staff

Pay structure

Training methods and requirements

Who does which tasks? 

Do you have schedules and written procedures prepared? 

Have you drafted job descriptions for employees?  If not, take time to write some.  They really help internal communications with employees.

For certain functions, will you use contract workers in addition to employees?

List your Professional and Advisory Support

· Board of directors and management advisory board.

· Attorney

· Accountant

· Insurance agent

· Banker

· Consultant(s)

· Mentors and key advisors in addition to the above

2.4. Record Keeping System

Briefly describe the Accounting system you use and the means by which you monitor your Business’ Key Measures.

3. Marketing Plan

3.1. Strategy

Promotion

How will you get the word out to customers?

Advertising: which media, why, and how often?  Why this mix and not some other? Just present a broad overview here. The detail will follow in Section 3.5 “Advertising”.

Have you identified low cost methods to get the most out of your promotional budget?

Will you use methods other than paid advertising, such as trade shows, catalogs, dealer incentives, word of mouth (how will you stimulate it?), network of friends or professionals?

What image do you want to project?  How do you want customers to see you?

In addition to advertising, what plans do you have for graphic image support?  This includes things like logo design, cards and letterhead, brochures, signage, and interior design (if customers come to your place of business).

Should you have a system to identify repeat customers, and then systematically contact them?

Promotional Budget 

How much will you spend on the items listed above?

Ongoing? (These numbers will go into your Operating Plan budget.)

Pricing

Explain your method(s) of setting process. For most small businesses, having the lowest price is not a good policy.  It robs you of needed profit margin; customers may not care as much about price as you think; and large competitors can under-price you anyway.  Usually you will do better to have average prices and compete on quality and service.  

Does your pricing strategy fit with what was revealed in your competitive analysis?

Compare your prices with those of the competition.  Are they higher, lower, the same?  Why?

How important is price as a competitive factor?  Do your intended customers really make their purchase decisions mostly on price?

Distribution Channels

How do you sell your products/services?

Retail

Direct (mail order, web, catalog)

Wholesale

Your own sales force

Agents

Independent reps

Bid on contracts

3.2. Competition

In the table below, analyze your Competition. Compare your company with your three most important competitors.  Use a simple “Strengths & Weaknesses” approach.

	Companies
	#1 Strength
	#2 Strength
	#1 Weakness
	#2 Weakness

	Me
	
	
	
	

	Competitor #1
	
	
	
	

	Competitor #2
	
	
	
	

	Competitor #3
	
	
	
	


In the cell labeled "Me", state how you honestly think you will likely stack up in customers' minds.  Then check whether you think this factor will be strength or a weakness for you.  Sometimes it is hard to analyze our own weaknesses.  Try to be very honest here.  Better yet, get some disinterested strangers to assess you.  This can be a real eye-opener.  And remember that you cannot be all things to all people.  In fact, trying to be so causes many business failures because it scatters and dilutes your efforts.  You want an honest assessment of your firm's strong and weak points.

Now analyze each major competitor.  

Having done the competitive matrix, Determine your 3-5 Key Differentiating features, that is: WHAT MAKES YOU DIFFERENT, as these will be critical in determining your advertising message.

3.3. Advertising 

Once your Customer is profiled, then select Media most likely to cost effectively reach those targeted Customers. 

Segment prospective customers and discuss price, quality, promotional, distribution channel issues etc.

There is a full separate Marketing Plan available for those interested in pursuing this important part of the Business in depth.

3.4. Sales Projections

Summarize your 12-Month Sales Forecast.

Describe any key events.

This is the most difficult section and needs real research. 

Review your marketing and sales plans and ask whether they will realistically achieve your projected sales levels and market shares.

4. Financial Plan

4.1. Start-up Expenses

You will have many expenses before you even begin operating your business.  It is important to estimate these expenses accurately, and then to plan where you will get sufficient capital.  This is a research project, and the more thorough your research, the less chance you will leave out important expenses or underestimate them.

Even with the best of research, however, opening a new business has a way of costing more than you anticipate.  There are two ways to make allowances for surprise expenses.  The first is to add a little “padding” to each item in the budget.  The problem with that approach, however, is that it destroys the accuracy of your carefully wrought plan.  The second approach is to add a separate line item, which we call contingencies, to account for the unforeseeable.  This is the approach we recommend, and you will see a “Contingencies” line in our spreadsheet.

Talk to others who have started similar businesses to get a good idea of how much to allow for contingencies.  If you cannot get good information, we recommend a rule of thumb that contingencies should equal at least 20% of the total of all other startup expenses.

For this section, please refer to the Startup Expenses Spreadsheet.

Explain your research and how you arrived at your forecasts of expenses.  Give sources, amounts, and terms of proposed loans.  Also explain in detail how much will be contributed by each investor and what percent ownership each will have.

4.2. 12 Month Sales Forecast

Summarize the results of your Worksheet.

4.3. 12 Month Cash Flow Projection 

Summarize the results of your Worksheet.

5. Funding Requirements & Proposals

Summarize funding requirements. Indicate planned uses, possible sources and forms (equity, loans, grants, credit etc.) and likely terms. 

Specify and document any funding commitments secured.

If presenting funding proposals be very realistic and bear in mind the golden rule – He who has the gold makes all the rules. 

For investors, specify likely range of equity stake; indicate possible exit routes (IPO, trade sale, buy-back etc.); possible board representation; and make a stab at the projected returns on their investment. 

This section does not need to exceed a page or so. 

You may wish to withhold detailed proposals and terms until you have met possible investors or lenders face-to-face and heard their initial reactions. 

Appendix - I
Detail

Start-up Expenses Worksheet

12 Month Sales Forecast Worksheet

12 Month Cash Flow Projection Worksheet

5.1. Refining the Plan (Delete this Section when finished)

Delete all below when finished.

Following is a list of all the spreadsheets required in this business plan:

	Name of spreadsheet
	Filename

	Start up Expenses
	Start up Expenses.xls

	12-month Sales Forecast
	12 mo Sales Fcst.xls 

	12-Month Cash Flow 
	Cash Flow Forecast, 12 months.xlt


The generic business plan presented above should be modified to suit your specific type of business and the audience for which the plan is written.

5.1.1. For Raising Capital

For Bankers

Bankers want assurance of orderly repayment. If you intend using this plan to present to lenders, include:

· Amount of loan

· How the funds will be used

· What will this accomplish (how will it make the business stronger?)

· Requested repayment terms (number of years to repay). You will probably not have much negotiating room on interest rate, but may be able to negotiate a longer repayment term, which will help cash flow.

· Collateral offered, and list of all existing liens against collateral

For Investors

Investors have a different perspective. They are looking for dramatic growth, and they expect to share in the rewards.

· Funds needed short term

· Funds needed in 2 to 5 years

· How company will use funds, and what this will accomplish for growth.

· Estimated return on investment

· Exit strategy for investors (buyback, sale, or IPO)

· Percent of ownership you will give up to investors

· Milestones or conditions you will accept

· Financial reporting to be provided

· Involvement of investors on the Board or in management

5.1.2. Refine for type of business

Manufacturing

· Planned production levels

· Anticipated levels of direct production costs and indirect (overhead) costs -- how do these compare to industry averages (if available)

· Prices per product line

· Gross profit margin, overall and for each product line

· Production/ Capacity limits of planned physical plant

· Production/ Capacity limits of equipment

· Purchasing and inventory management procedures

· New products under development or anticipated to come on line after startup

Service Businesses

Service businesses sell intangible products. They are usually more flexible than other types of business, but they also have higher labor costs and generally very little in fixed assets.

· What are the key competitive factors in this industry?

· Your prices

· Methods used to set prices         

· System of production management

· Quality control procedures. Standard or accepted industry quality standards

· How will you measure labor productivity?

· Percent of work subcontracted to other firms. Will you make a profit on subcontracting?           

· Credit, payment, and collections policies and procedures

· Strategy for keeping client base

High Technology Companies

Economic outlook for the industry.

· Will the company have info systems in place to manage rapidly changing prices, costs, and markets?

· Will you be on the cutting edge with your products and services?

· What is the status of R&D? And what is required to: 

1. Bring product/service to market?

2. Keep the company competitive?

· How does the company:   

1. Protect intellectual property?

2. Avoid technological obsolescence?

3. Supply necessary capital?

4. Retain key personnel?

High tech companies sometimes have to operate for a long time without profits, and sometimes even without sales. If this fits you, then banker probably will not want to lend to you.  Venture capitalists may invest, but your story must be very good.  You must do longer term financial forecasts to show when profit take-off is expected occur.  And your assumptions must be well documented and well argued.

Retail Business

· Company image.

· Pricing:


Explain markup policies.  

 
Prices should be profitable, competitive and in accord with company 
image.  

· Inventory:

Selection and price should be consistent with company image.

Inventory Level:  Find industry average numbers for annual inventory turnover rate (available in RMA book).  Multiply your initial inventory investment times the average turnover rate.  The result should be at least equal to your projected first year's Cost of Goods Sold.  If it is not, then you may not have enough budgeted for startup inventory.

· Customer service policies:  

Should be competitive and in accord with company image.

· Location:  

Does it give the exposure you need?  

Is it convenient for customers?  

Is it consistent with company image?

· Promotion:  methods used, cost.   

Does it project a consistent company image?

· Credit:  

Do you extend credit to customers?  

If yes, do you really need to, and do you factor the cost into prices?
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