Think about this question:

| flwere going to do something important, would I plan
,@ before I did it?

Write your answer (yes or no) on a piece of paper. Be prepared to discuss
your answer in class.

Purpose of a Business Pla

Creating a business could be one of the most unportant thmgs you
do in your life. So it would only make sense to spend time planning

it. Most entrepreneurs initially develop a business plan as a way of
describing their business precisely. A 1 1s a statement

f your business goals, the reasons you think thcsc goals can be
met, and how you are going to achieve them.

If you start your business without a plan, you will soon be over-
whelmed by questions you haven’t answered. A business plan forces
you to figure out how to make your business work. A well-written
business plan will show investors that you have carefully thought
through what you intend to do to make the business profitable. The
more explanation you offer investors about how their money will
be used, the more willing they will be to invest. Your plan should
be so thoughtful and well written that the only question it raises
in an investor’s mind is “How much can I invest?”

A well-written plan will also guide you every step of the way as
you develop your business. It becomes a decision-making tool. An
entrepreneur uses the business plan to track whether the company
is meeting its goals. From time-to-time, the business plan needs
to be revised to keep up with the changing nature of the business.
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- Ifyour company is for-profit, your business plan will typmally :
your financial goals. If you are a nonprofit, your pla.n will typically fe
on your mission and services in support of that mission. (As:yo
from previous chapters, a nonprofit company can make a profit, bu

[& Professional investors often
receive hundreds of business
plans a year

Figure 6-1 B>

Oral Presentation

Be sure to maintain the interest

of your audience when making an
oral presentation,
Communicating. What are some
of the ways you could maintain the
interest of an investor when present-
ing a business plan?
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funds must remain in the company and be used in pursuing its missic

Whatis a business plan?

Types of Business Plans

_ Business plans have no set format. A plan is developed based on the t

of business that is intended. However, it is also based on the audier
Businesses need different types of plans for different audiences. TF
are four main types of plans for a start-up business:

¢ Quick Summary. This is a synopsis lasting from thirty secon:
to three minutes. It’s used to interest potential investors,
customers, or strategic partners. It may seem strange to consid
this a type of business plan, but it is. In some cases, the quic!
summary may be a necessary step toward presenting a more
fully developed plan. (Examples of this type of summary are tt
elevator pitch and the twitpitch, described later in this
section.)

® Oral Presentation. Thi
is a relatively short, color-

ful, and entertaining slic
show with a running na.
tive. It is meant to inter

potential investors in re
ing the detailed businc
plan.

¢ Investor’s Business
Plan. Anyone who
plans to invest in you

Star up Ul.lbLL}.Cbb

(banks, investors, a:
others) needs to kn
exactly what you «
planning. They n:
a detailed busines
plan that is well
written and for-
matted so all th
information car




» Be casﬂy understood. When entrepreneurs talk about a business
plan, this is typically the type of plan they mean.

. Opcratlonal Business Plan, Often a start: ~up business will develop
‘an operational plan that is meant for use within the business only.
This plan describes in greater detail than the investor’s business
plan how the company will meet its goals. It is also often less for-
mal than an invcstor’s business plan.

Although there is no set format for a business plan, each typc of plan
Vﬂl address The Three C’s. :

What are the four main types of business plans for a
start-up?

Parts of a Business Plan

n this course you will be focusing on developing an investor’s business
Jlan. Bankers-and other professional investors will need to see your
yusiness plan before they lend you money. You may have a brilliant
dea, but if you do not explain it fully in a well-written business plan,
10 professional investor will be interested.

Professional investors typically see many business plans each year and
nakc very few investments. They will immediately reject an incomplete

)r poorly written plan. Invcstors are busy pcoplc and don t have tlmc
ﬂxcad an o one b 0
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iness opportunity is not quite the opportunity you thought. You
>ht need to abandon the idea or tweak it to make it more viable. It

tter to discover that the business won’t work on paper before you
st significant time and moncy.
Developing 2 business plan is nota simple, straightforward process.
don’t start at the beginning and move to the end. Each new piece
information or financial calculation could cause you to reexamine,

possibly change, everyihing you have done up to that point.

You will need to consider two basic questions carly in the process
eveloping your business plan (both were discussed in Chapter 3):

What type of business will you form (manufacturing, wholesal-
ing, retailing. or service)?

What type of ownership will it have (sole proprietorship, part-
nershin, corporation, or cooperative)?

i i i ide t ~d 0 know_ to
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¢ Opportunity & Market Analysis. Your description of the
- ket shoulid incfude an account of the market, its size; its 1
and characteristics, and its growth rate, Describe your
research. List your competitors and describe your competi
advantage. Provide your marketing plan, your product-and
ing strategies, and your plans for promotion.

* Financial Strategies. This section shows any historical financi
data, as well as projected figures including estimated sales and
expenses (typically extending for five years). This section also -
describes any financing required by the business. )

® Organizational Structures. In this part of the business plan
discuss the organizational structure of the company. You can
provide profiles of key managers and, if appropriate, information
about your board of directors. You can also describe how you.
plan to train and motivate your employees, if appropriate.

e Legal Structures. In this part of the business plan you descri
any intellectual property or contract issues. You also talk abow
how your business will be protected by insurance, the affect o

taxes on your business, and any relevant government regulations
that affect the business. :

o Business Management. Describe how the business will be man.
aged (focusing on production, distribution, operations, purchasing
and inventory).

e Plan for Growth. Here you describe your plans to grow the
business and the challenges it may face. You may also describe:

your plans to franchise or license the business, if that is part
its plan for growth.

should include an &xegEiw G SUMMALY, 4 one- or two-page summary
highlights, including the key selling points of the investment opportuni
(See the description of an executive summary on the following page.
The Internet offers many sources of information about bus
ness plans. One of the best is the Website of the Small Busines
Administration (www.sba.gov), which has links to other organiza
tions that provide business planning help. Another good source fo
help with business plans is WWw.entrepreneur.com.

What seven parts do most business plans include?

Putting Your Plan Together

You will be putting together your own business plan for investo
In the process, you may discover that what you thought was a go




Reviewing Objectives
1. What is a business plan?

3. What are the seven parts of a business plan?

4, What two questions do you need to consider
early in the process of developing a business
plan?

+ Critical Thinking

' 5. Comparing/Contrasting. Why do the busi-
ness plans for nonprofit organizations differ
from those of for-profit businesses?

6. Drawing Conclusions. How would the busi-
ness plan for a one-person service operation
run from a home differ from that of a manu-
facturing business requiring 100 employees,
equipment, and a building?
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2. What are the four main types of business plans?

Working Together
Working in groups of four, use the Internet to
research three business plan models. Record
the parts of each plan and the order in which
the parts are presented. Compare these busi-
ness plans with the one outlined in this chapter
What are the differences between the plan in the
text and the plans you researched? What are the
similarities?

Language Arts
Summarizing a Business Plan
Select six existing businesses: two manufac-
turing, two retailing, and two service, For -

each business, identify the concept and the
customer in one sentence.




