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BUSINESS PLAN OUTLINE

Paola Diaz-Torres, Business Consultant



I.  EXECUTIVE SUMMARY

Although this section appears first, it should be written last.  It should supply the most important facts about your business and an overview of what will follow in your Business Plan.  What is expected is a clear and concise statement of what this business is about, and what is needed to make it successful.

1.  DESCRIPTION OF THE VENE

This introduces the reader to your business idea.  Explain how your business is organized (sole proprietorship, partnership, or corporation), structured and managed – and what changes are needed to achieve your growth targets.  Explain who owns the company, and in what proportion.  Describe the company's establishment, history, facilities and locations, and cover any important events and changes. 

2.  MISSION STATEMENT

Short, simple statement of who are your target customers, what you will provide them, the value you will offer them, and how you intend to do it – it explains what sets you apart from your competition.  It states your company’s goals and priorities so the people charged with carrying them out can know and understand them.

3.  OVERVIEW OF PRODUCTS AND SERVICES

Brief description of your intended products and/or services.

4.  ORGANIZATIONAL GOALS (ONE, THREE, AND FIVE YEAR)

List several (not many) goals vital to the success of your business.  These need to be specific, objective, tangible, measurable and achievable.  For example, goals could include sales, profits, gross margin, operating expenses, collection days, and inventory turnover.  It may be helpful to describe the process as to how certain goals will be measured.

5.  FINANCIAL SUMMARY (REVENUE AND OPERATING INCOME PROJECTIONS)

Brief income statement projecting the next five years' operating performance.  For an existing company, include the last three years, explaining any significant changes.

6.  STATEMENT OF CAPITAL NEEDS

List any existing capital amounts and sources, and the any additional capital and/or financing that will be needed and when.  List all necessary detail about capital equipment, land, and building facilities.

7.  SUMMARY OF OTHER PERTINENT INFO

Any additional information that provides important insights into your business.

II.  MARKETING PLAN 

The products and services offered by your business represent a value proposition to your customers.  The value proposition is the difference between the -

· Benefits the customers perceive they gain by owning your product or using your service, and the
· Total price they must pay to obtain it (including transportation, delivery, training and the time spent getting it.)
If your customers feel the benefits are greater than or equal to the total price they must pay, they will consider buying it.  If they feel the price exceeds the benefits it provides, they will not buy it.  Offering a positive value proposition (benefits equal or greater than total price) is the minimum requirement to getting a potential customer to consider buying from you.

But you are not alone; many businesses offer products and services similar to yours.  There are countless more companies that offer products and service completely different from yours, but are paid for from the same, limited amount of money your customer has to spend.

Your marketing plan needs to explain how your products and services will offer a positive value proposition to a particular group or groups of customers, who they are and how many are in your market, and why they will purchase from you rather than your competitors.  You need to describe how your business will create a competitive advantage within your market.

There are three basic strategies to creating a competitive advantage:

· Cost Leadership - provide a product or service at less cost than your competition (but still offers a comparable value to your customers.)
· Differentiation - provide a product or service that your customers find truly unique and more valuable than your competition's (but still at a price your customers are still willing to pay.)

· Focus - providing a product or service that better meets the unique needs and desires of a narrower group of customers than the total market served by your competition (but still be a large enough group to sustain your business.) 

You don't have to have a clear competitive advantage to have a successful business - hard work, integrity, and customer satisfaction can still be a formula for success - but a plan which creates a real, sustainable competitive advantage will give you an important edge if you need to bring in investment or secure financing. 

1.  MARKET ANALYSIS

A.  Discuss the overall market

Explain your market by the number of potential customers, projected dollar sales and the potentials and sources of growth.  Wherever possible, cite experts, market research, trade associations, or a credible source. Is the industry growing or stagnant?  Is it fast or slow to change?  Are there franchises or chains?  Is there a dominant company or group of companies?  Are new businesses likely to enter this market?  If so, are they more likely to do so by acquisition of existing businesses or by starting up new ones?  Does foreign competition exist or is it expected?  Who are the major suppliers and customers?  What have been the major technological changes, and what may be possible?  How did these changes affect the industry and your customers?  What amount of government regulation is in place or expected?  What laws currently apply?  Is the industry seasonal?  What have been the historical business cycles?  Is the industry cyclical in nature?  If so, what is the current cycle?  Is the industry sensitive to interest rates or inflation?

B.  Future outlook and trends

Identifying market trends is the way to get ahead of the market, to prepare your business for where it is going before it gets there.  What factors seem to be changing the market that might make a difference?  These could include changes in demographics, changes in customer needs, and new styles or fashions.  Are there changes in social values or activities occurring?

C.  Market segments

Segment your customers into groups with common buying patterns or similar demographics. This is crucial to accurately assess your market and develop a successful market strategy.  Your customers can be segmented by age, income, location, product type, geography, customer needs, or other classification.  A business selling to other businesses should group its customers based on type of business, size of business, and locations. 

D.  Target market and customers

Describe the market segments on which you plan to focus, and explain why they are more important than others to the success of your business.

E.  Customer profile, needs, & buying decisions

Define the specific need of your customers that your business will satisfy.  Are there other products or services that offer different ways to satisfy this need?  Who makes the final decision to purchase your product or service?  How does your target market choose between competing products?  What factors influence them the most - Price?  Reputation?  Image?  Are brand names important?

2.  COMPETITIVE ANALYSIS

A.  Industry overview

Explain the nature and structure of the industry.  Are there only a few huge companies or thousands of smaller ones?  

B.  Nature of competition

Explain the general nature of competition in this business, and how the customers seem to choose one provider over another.  Price is vital in products competing with each other on retail shelves, but location, delivery and reliability can also be important.

C.  Analysis of competitors

Who is your competition?  Describe their businesses in terms of products, pricing, management, financial position, channels of distribution, brand awareness, business development, technology, or other factors that you feel are important.  In what segments of the market do they operate?  What seems to be their strategy?  How do they communicate and sell to customers?  What is their reputation in the industry and among customers?  What do they do well and not so well?

D.  Competitive advantage

What is unique about your business that will make customers chose you over your competition?  How will your competitors react?  Can they copy what you plan to do that makes you unique?  If they can, how will you maintain a competitive advantage if the do copy you actions?

E.  SWOT analysis

For both your business and your primary competitors, list the Strengths, Weaknesses, Opportunities and Threats for each.

F.  Contingency plans

If the assumptions about the marketplace, your customers and competition prove incorrect, what adjustments to your business plan are possible to help ensure success? 

3.  MARKETING STRATEGIES

A.  Product/Service offerings

Describe your products and services in terms of their features and how these features benefit your customers.  This is a very important point - customers purchase a product for the benefits it provides them, not for the product features.  It is the fulfillment of a particular customer need and the benefits your customers enjoy from the ownership and use of your products or services that your customers are really buying from your business.

a)  Product/service description

List and describe the products and/or services your business will offer.  Describe each in terms of technology, manufacturing cost, distribution, packaging, pricing, who makes purchases, and why. What customer need does each product fill?

b)  Competitive evaluation of products/services

Describe the specific features and benefits of the products and services your business provides, and compare these to your closest competitors.

c)  Positioning of product/services

Explain how your offerings compare to the competition: why people will buy from you instead of others in the same general product and service categories.  Describe this in terms of the specific needs of your target markets, and why your business will satisfy those needs better than the competition.

d)  Future products/services

Is there a long-term product strategy? How are new products developed, selected, and designed.  Is there a relationship between market segments, market demand, market needs, and product development?

B.  Pricing

How does your pricing relate to your overall strategy?  How does your pricing compare to the value it provides customers, and how does this compare to your competition?  How does your pricing relate to your product positioning and that of your competitors?  How much control do you have over your pricing?  How much control does your competition and customers have?

a)  Pricing structure used

Explain how your prices will be structured.  Are there different prices to different customers?  Do you offer contracts for extended periods?  Do you offer special volume discounts?  What are your payment terms and expected payment cycles?

b)  Break-even analysis

What sales volume is necessary to operate at a "break-even" point?

c)  Profit goals

What level of profitability is needed to remain in business?  What are your goals for profitability?  What potential risks exist that can impact your profits?

C.  Distribution

What is your strategy for distributing your products?  How will you emphasize your strengths and protect your weaknesses?  Show how your distribution strategy fits within the rest of your industry.  Is there some advantage you have to differentiate from your competition?  

D.  Promotion

How will prospective customers find out about your business?  How will you communicate with customers - both new and existing?  Consider the whole range of advertising, public relations, events, direct mail, seminars, and sales literature, plus telemarketing and the Internet.  Explain your needs and the costs of sales literature, other collateral, programs and events.  Include copies of your and competitors' advertisements, brochures, direct mail pieces, catalogs, and technical specifications in the appendices.  

E.  Controls

Is the fate of your business tied to that of any other company, such as a supplier?  Can you link your promotion or distribution strategies to another company?  How does this affect your marketing strategy, competitive edge, or positioning?

4.  SALES STRATEGIES

A.  Sales processes

While marketing strategy affects image, awareness and the value proposition, sales strategy involves closing the deal and getting the order.  Explain how your sales strategy will help close the sales that are opened by your marketing strategy.  Explain how distribution works in your industry.  Does it use regional distributors, direct sales, long-term contracts, representatives, agents, or commissioned sales people?  Describe: how and when you close sales prospects, how sales people are compensated, order processing and database management.  Explain to what extent you have flexibility, and how you maintain, prices, delivery, terms and conditions.  

B.  Sales programs

List specific information about sales programs, with the specific persons responsible, deadlines, and budgets.  How will this is this strategy be implemented, measured and monitored?  Have concrete and specific plans.

C.  Sales forecast

Describe your sales forecast in detail. Explain important points and assumptions. What growth rates do you expect for the most important lines, in units and in dollars?  What are the driving forces behind the sales forecast?  How does it relate to your market analysis, your main target segments, your sales strategy and marketing strategy?  Is your sales forecast believable?  Why?  What risks are involved?  What events might change your forecasts?  What kind of things are you assuming will happen to make sure the sales happen?

D.  Product/service delivery

Specify how your products and services are delivered to customers.  What are the costs, terms and conditions of your business?  How do these relate to the industry and your primary competition?  What credit terms and discounts apply?  

E.  Customer service/support

Identify who has ultimate responsibility for customer satisfaction.  What are your credit and return policies?  How is customer satisfaction measured and monitored?

III.  OPERATING PLAN

Once you have defined you value proposition, you must explain how it will be produced for your customers.  Explain how your manufacturing of products and delivery of services will achieve your marketing strategy.  How does this relate to your competition?  Does this result in a competitive edge?  Describe the efficiency of your processes relative to your competition.

1.  MANUFACTURING PROCESS (AMOUNT SUBCONTRACTED)

Describe how your products are produced and services performed.  How much of this do you do yourself, how much by others?  Explain how technology affects your manufacturing processes and it benefits the customer, and how this will likely change in the future.  Contrast this with your competitors’ use of technology.  Discuss your standard costs per unit, variable costs and overheads, and how these are likely to change over time.

2.  FACILITIES AND PHYSICAL PLANT

Identify the location(s) and describe facilities in detail, including terms of ownership or lease.  Discuss if expansion or relocation is needed as your business grows.  Include photos, blueprints and drawings in appendix.

3.  MACHINERY AND EQUIPMENT

Describe in detail, including terms of ownership or lease, age, state of repair and maintenance requirements.  Discuss if upgrade, replacement or additional equipment is required as business grows.  Photos and/or drawings should be included in appendix.

4.  NAMES OF SUPPLIERS OF RAW MATERIALS (IF SEVERAL, ADD TO APPENDIX)

Sourcing is extremely important because your vendors impact your standard costs and are key to continued operation. Analyze your standard costs and purchased materials or services, looking for strengths and weaknesses.  If vital to your manufacturing, discuss whether alternative sources are available, and how you will maintain relationships with them.

5.  OVERVIEW OF DAY-TO-DAY OPERATIONS

Describe the process of how a customer order becomes a sale and is delivered.  Explain who is responsible for each step.  A flowchart may aid this explanation.

IV.  ORGANIZATIONAL PLAN

Prepare personnel plan, projecting employees, salaries, and departments.  Explain the plan, assumptions, personnel needs, costs, and benefits. 

1.  FORM OF OWNERSHIP

Explain how your business is organized (sole proprietorship, partnership, or corporation), structured and managed – and what changes are needed to achieve your growth targets.  Explain who owns the company, and in what proportion.  

2.  IDENTIFICATION OF PARTNERS OR PRINCIPAL SHAREHOLDERS

Identify the members, describing their backgrounds and experience.  Describe their functions with the company.  

3.  AUTHORITY OF PRINCIPALS

Explain their roles, functions and responsibilities within the company, both in day-to-day and long-term capacities.  

4.  MANAGEMENT TEAM BACKGROUND 

Identify the most important members of the management team, describing their backgrounds and experience.  Describe their functions with the company.  Specify where the team is weak because of gaps in coverage, experience or expertise.  How will these weaknesses be corrected?  How will the more important gaps be filled?

5.  BACKGROUND OF BOARD OF DIRECTORS (IF APPLICABLE)

Identify the members, describing their backgrounds and experience.  Describe their functions with the company.  

6.  BACKGROUND OF ADVISORY BOARD – REQUIRED 

Identify the members, describing their backgrounds and experience.  Describe their functions with the company.  

7.  ORGANIZATIONAL CHART

Indicate how many employees the company has, how many managers, and how many of the managers are founders.  Is your team complete, or are there gaps still to be filled?  Is your organizational structure sound, with job descriptions and logical responsibilities for key members?  If you do not have the complete team in place, point out holes and weaknesses and how you intend to fill them.  

V.  FINANCIALS

Discuss the key indicators that have real impact on the health of your business, and how they change over time. These usually include sales, gross margin, operating expenses, inventory turnover, and collection days.  Focus on the reasons behind changes rather than the gross amounts.  Explain how key assumptions have affected your financial projections.

1.  CAPITAL REQUESTED

Be specific as to amounts required and the necessary timing for the receipt of cash.

2.  SOURCE OF FUNDS

List the alternative sources from which you are seeking funds.

3.  APPLICATION OF FUNDS

Explain in detail how and when these funds will be applied.  Refer to other sections of your plan as applicable.

4.  CONTRIBUTION OF OWNER(S)

List the total amounts contributed by all owners, and any additional investments that are planned.

5.  PAYBACK

Explain in detail how funds from this financing will be paid back, and the sources of this cash.

6.  CASH FLOW – THREE YEAR (YEAR 1 BY MONTH, YEARS 2 – 3 BY QUARTER)

Chart the month-by-month cash flow for the next year.  In most business plans, the operating cash flow is negative for some months.  Explain how you will maintain a positive cash balance through lines of credit or other sources such as new investments, long-term loans or selling assets.  If borrowing, explain how you intend to pay it off, especially during weak months.  Explain your plan in as much detail as you can, because your cash flow is critical to the success of your business. 

7.  INCOME STATEMENT – THREE YEAR (YEAR 1 BY MONTH, YEARS 2 – 3 BY QUARTER)

Note the important points of your profit and loss projections, such as percentage increase in sales and profits, gross margins, and key budget items.  How realistic are your sales and expense projections?  How fast is the business expected to grow, and how do you intend to finance that growth?  Or are you growing slowly and producing profits?  Discuss important assumptions.

8.  BALANCE SHEET – THREE YEAR (YEAR 1 BY MONTH, YEARS 2 – 3 BY QUARTER)

Your balance sheet shows your business' net worth, which is your assets less your liabilities.  Cash is the most important item on your balance sheet - explain the reasons behind changes, such as increases in equity investments and working capital.  Note any concerns, risks, or a weakness in the balance sheet.  Indicate where you need more capital, closely examining working capital, inventory and receivables.  Explain how you to plan to improve the weaknesses in your balance sheet. 

9.  PERFORMANCE RATIOS 

The importance of various ratios depends on the exact nature of your business.  The ratios include profitability ratios, liquidity ratios, debt ratios, performance ratios, and some others.  Break-even is more valuable for start-ups because it offers some real insight into what might become the realities of a potential business.  With sales, gross margin, and inventory turnover, the higher the better.  With operating expenses and collection days, the lower the better.  

With business ratios, changes are often more important than absolute values.  Why do some factors change more than others?  How are you going to improve the factors your plan says will improve - do you have business programs to make it happen?  Are the specifics in your milestones table?  Is it realistic to show sales increasing at a faster rate than operating expenses?

Appendices vary widely from plan to plan.  This list indicates the most common attachments found in business plans - be certain to include all data and information needed to explain your business objectives, how you intend to attain them, and support the likelihood of your management team to attain them.

VI.  APPENDIX A – MANAGEMENT TEAM

1.  RESUMES OF MANAGEMENT TEAM

2.  BIOGRAPHIES FOR MEMBERS OF THE BOARD

3.  BIOGRAPHIES FOR ADVISORY BOARD

4.  ENDORSEMENT LETTERS

VII.  APPENDIX B – BUSINESS CONTROLS

1.  ACCOUNTING SYSTEMS

2.  OPERATIONS FLOW CHART

3.  QUALITY CONTROL PLAN

4.  AUDIT PLAN

5.  POLICIES AND PROCEDURES

VIII.  APPENDIX C – FINANCIAL STATEMENTS

1.  FINANCIAL ASSUMPTIONS

2.  STATEMENT OF RETAINED EARNINGS

3.  PERSONAL TAX RETURNS (3 YEARS)

4.  BUSINESS TAX RETURNS (IF APPLICABLE – 3 YEARS)

5.  COPIES OF CONTRACTS OR INVOICES THAT ARE PENDING RECEIPT OF LOAN

IX.  APPENDIX D – ORGANIZATIONAL & OPERATIONAL DOCUMENTS

1.  COPY OF BUSINESS LICENSE (IF APPLICABLE)

2.  COPY OF OTHER REQUIRED LICENSES

3.  PRICE SHEETS

4.  PHOTOGRAPHS OF PRODUCTS

5.  COMPETITOR INFORMATION

6.  ORGANIZATIONAL GOALS (ONE, THREE, AND FIVE YEAR)

7.  FINANCIAL SUMMARY (REVENUE AND OPERATING INCOME PROJECTIONS)

8.  STATEMENT OF CAPITAL NEEDS

9.  SUMMARY OF OTHER PERTINENT INFO
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