Building a Business Plan
     Developing a business plan is the logical outcome of the preparation to start a new business. There are as many formats for a business plan as there are people to design one. That said, we would like to suggest that most business plans have some elements in common. The list below is reasonably comprehensive and we would not expect every plan to have all of these elements. Entrepreneurs must exercise considerable discretion to determine those items that are important for their particular business plan. For example, if you are developing a new restaurant then your plan will deal extensively with operational issues since they will be particularly critical to your success. Similarly, if you are planning a new book store, the business plan might focus more on the marketing as it is a more critical factor in your success and should receive greater focus.

We will briefly discuss each of the major areas in a business plan and highlight significant pieces that small business people should include in their business plan. 

Parts of a business plan are:

Executive Summary

• Brief Description of the Company

• Mission Statement/Value Proposition

• The Product and/or Services Being Offered

• Competitive Advantages

• Brief Financial Forecast

• Management Team

• Current Advisors

• Financing Requirements

This section of the business plan is vital. You can conceive of this section of the plan as the “hook” that encourages the reader to read the entire plan. The executive summary is very useful in ensuring that the small business person is focused in his or her analysis. If you cannot briefly and clearly explain your complete business concept in one to two pages, then you have not thoughtfully and thoroughly analyzed the potential business.

Several aspects of the executive summary are particularly important. The ability to demonstrate to others that you are well prepared to succeed in the business should be clear in the executive summary. Therefore, issues such as how you will provide value to your customers, your competitive advantage, and how your background has prepared you for this business are very important.

History and Position of the Business to Date

• The Company’s Mission
• Company History from Business Conception to this Point

• Management Team and Key Personnel
• Business Structure
This is the section of a business plan that many entrepreneurs choose to not include. If you have created other businesses and your new business is somehow dependent on those businesses for success, such information is important. However, for most small businesses the issues highlighted here, while not critical, are interesting as they provide context to potential investors, clients, and/or suppliers.

Market Research

• Target Markets
• Geographic Area Within Which the Business Will Operate
• Competitive Environment & Opportunity Space
• Competitor Analysis
• Position of the Firm
• Market Description
• The Desired Customer
• Market Growth Opportunities
Market research codifies and describes the specific market space that the new business hopes to occupy. The preparation of this section helps assure that there is indeed a group of customers available for the business and that the business will be in a position to acquire these customers.

Business Strategy

• Mission of the Small Business
• Strategy
• Value Proposition
• Evaluation of Competitive Advantage

• Length of Time Before Imitation by Competitors
• Comparison to Substitutes
The firm needs to specify how it will compete in its targeted market. The firm’s strategy not only details how the firm expects to compete, but also begins the process of exploring the expected outcomes of that strategy and the potential dangers to the firm from competitors.

Marketing Plan

• Target Customer
• Sales Forecast
• Pricing
• Methods of Promotion
• Promotion Scheduling and Placement
The marketing plan specifies how the firm will reach the desired customer identified above. Particularly critical here is the specification of the customer and the details relating to how the firm will actually price the product and promote it to that customer.

Operations

• Location
• Accounting Systems
• Quality Control
• Build Out
• Hours of Operation
• Processes
• Equipment
• Staffing Schedule
• Critical Path Analysis to Start the Business
Operations include the details about how you will operate your small business. This is a section that will differ widely in separate small business plans. If you are establishing a small manufacturing business your operations may (or may not) be central to your efforts. If your equipment is your competitive advantage you will want to spend considerable time on that aspect of the business. However, if you are establishing a restaurant your equipment is relatively generic and therefore it will most likely not be a major factor in your success, so you will spend less time on it. In contrast, the restaurant location would be critical to the success of the organization, so you will spend considerable time and effort on that aspect.

Financial Analysis

• Cash Flow Projections & Analysis
• Ratio Analysis
• Break-Even Analysis
• Expected Gross & Operating Margins
This topic is a major concern for all new small businesses. This section of the plan will focus on a discussion of the various financial concerns related to the startup and running of the business. Tables with the actual data will appear at the end of the plan as support for this discussion.

Risk Analysis

• Discussion of Systems Risks and Controls
• Discussion of Business Risks and Controls
There are risks in every business. You do not need to spend extensive time detailing your risks but you want to acknowledge them. For example, we mentioned that young people may not have extensive experience in business. In this section you may wish to acknowledge those risks and describe the actions you are taking to ensure the success of the business. For example, if have obtained a board of advisors consisting of successful business people to work with you in order to reduce your risk, then this is an important point to illustrate.

Funds and Their Use

• Funds Required and Timing
• Use of Funds
• Funding Sources
Ultimately small business people will either need money from others and/or will need to clearly state how they will spend the money if they are self-funding the business. Therefore, the business plan needs to specify those numbers. The greater the detail provided, the more help it will offer the organization founders in establishing benchmarks for evaluating and measuring the small business’s progress.

Summary

     As with all plans there are items that need additional research as well as items that are simply not researchable. Small business people need to gather as much information as they can in a reasonable time period and present that information as clearly and concisely as possible. While there is always additional information that you would like to include, ultimately each potential entrepreneur must make decisions with less than complete information.

A business plan is not a formula into which you plug various numbers. Instead it is a document that you should be able to read easily and understand readily. The information should appear wherever you believe it would ultimately make the most sense, as well as best support your arguments.

Bamford / Bruton, Small Business Management:  A Framework for Success   © South-Western/Cengage Learning
1

