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THE BUSINESS PLAN – A PRACTICAL GUIDE
Why write a business plan?  

Whether you are just starting up or already an established entrepreneur, your business plan serves as a guide for managing your business. It is also a necessary requirement if you plan to seek financing.  
What is a business plan?

Your business plan is a document that makes the case for the soundness of your business. It demonstrates your experience and knowledge, makes a case for future financing, and proves your dedication to making the venture a success.
There are three sections to a business plan: 

1) A detailed description of what the business is and your strategies for success; 

2) Appendices that contain supporting documentation; and
3) Financial projections in the form of an income statement, cash flow statement, and balance sheet.  

We suggest the descriptive portion of your business plan should be no more than ten pages. Remember, financiers and other stakeholders will be reviewing many other plans during the course of a day. Be concise. At the same time, do not generalize. Document your statements and statistics with appropriate sources and other supporting material.

Keys to Success:

· Your business plan is a “selling” document. The plan should convince the reader that you are knowledgeable and that your plan is reasonable.

· State your plan and then develop your financial statements. 
· Focus on the current state. The plan should focus on the next six to twelve months but also map out your expected business development for up to three years. While it is acceptable to mention longer-term strategic goals, do not get distracted with visions of the future.

1. COVER PAGE      1 Page
The cover page identifies the document as your Business Plan. It includes the following information:
· Company name, address, website, and telephone number
· Name, title, address, phone numbers and emails of the business owners and executives
· Month and year that the plan was prepared
2. TABLE OF CONTENTS
    1 Page

The table of contents lists the subject headings and page numbers for your business plan. Be sure to also title and number the pages of Appendices and list them on this page.
3. EXECUTIVE SUMMARY     1 Page
The executive summary is a very important component of your business plan. Write it after you have completed the rest of the plan. It summarizes each section of the plan. It also offers the reader a bird’s eye view of how you expect to develop a successful business.  

Possible questions to be answered in this section include:

· Who are you and what does your company do?

· Who is your target market and what is your ideal customer profile?

· What is the range of your product offering and your pricing strategies?

· What is your marketing strategy?

· What is the competitive advantage of your product or service?

· What are measurable, realistic, goals for success?

· What are your expected revenues, operating costs and profitability?

· If you are seeking financing state why and for how much. 

· What relevant experience or other qualifications do you have

4. DESCRIPTION OF THE BUSINESS     1 Page
Describe your services and products. Clearly demonstrate how your business fulfills a need, then describe and quantify how this need will translate to customer demand. Also include any relevant professional credentials for yourself or others involved with the business, if it makes your description stronger.

Possible questions to be answered in this section include:
· Describe the business in such a way that those who are not familiar with your target market will understand what you are trying to accomplish e.g., what product/service are you selling and to whom?
· What type of legal structure have you chosen for your business e.g., corporation, sole proprietorship?

· What is the anticipated business location if you plan a brick and mortar store?  
      Keys to Success:

· Separate business lines. If there is more than one division of your business, e.g., direct retail sales in addition to wholesale distribution, detail each business line separately. This will allow the reader to clearly differentiate between venues and also show your understanding of the need to deal with separate markets. Continue to write separate descriptions for each division from here forward. 

· Cite sources. Always support your documentation by providing sources for both the statements made and the statistics offered. Remember, any supporting documentation should only be referenced here. The content can be added as an Appendix to the plan.

5. THE MARKET      1- 3 Pages 
Define the market and customer base for your products and services in this section. Profile your customer base. Define the market geographically (will you be doing business locally, regionally, nationally, internationally?). Then describe the demographics of this market (age range, income, family size, etc). Include information about your customers’ purchasing habits—how often do you believe customers will pay for your products and services and how much will they pay? What is the size of the industry (in terms of employees, dollars, companies)? What are some important trends in the industry?  

This can include:

· Market Analysis

· Target Market

· Market Trends

· Market Research
· SWOT analysis
6. COMPETITION     1 Page 

Use this section to differentiate your business from your competitors. Consider both direct and significant indirect competitors. Identify a minimum of three competitive organizations. Provide as many details as possible regarding their products and services, estimated annual sales (sometimes guesstimates are available from vendors you are planning to do business with), pricing, marketing, and sales techniques. Then describe how your business will be superior in this competitive market.  Consider using a matrix to describe your competitive advantages. 
Possible questions to be answered in this section include:

· Who do you perceive to be major competitors? What are their products and services?

· What is their pricing and marketing strategy? 

· What are your competitors’ strengths and weaknesses relative to your business?  

· How will you outperform your competition?
· How does your value proposition differ from your competitors?

Key to Success:

· There will always be competition. Many entrepreneurs assume that because their products and services are “new,” they do not face competition. This is rarely the case. What will your products and services replace? This is your competition. If you cannot identify current competitors, who might be competing with you in the future?  
7. PRICING AND PRODUCT MIX (Merchandising Strategies)     1- 2 Pages
This section of the plan describes the range of products and services that you will offer with associated pricing information. 
If you are developing a service business you will need to decide the types of services you will offer and price range they will fall into. You can merchandise the service by offering discount prices to clients who subscribe to more than one service or extend their contract length.
Setting your prices and discounts is an art rather than a science: there is no magic calculation for setting the “right” price. That said, be sure to create a realistic pricing system that not only covers your expenses but also generates enough income to make your business feasible over the long haul. Do not overcompensate for entering a new market by drastically cutting your prices.  A critical concept in professional services is that customers tend to equate low prices with low levels of experience and capability, so a low price may hurt your ability to make sales.
Gross profit calculations:

· The gross profit in dollars is calculated by subtracting the cost of goods sold from the selling price.  For a product, the cost is the purchase price.  For a service, the cost may be contract services, travel, printing, etc.
· The gross profit as a percentage is calculated by dividing retail price by the gross profit in dollars.
Set your product and service prices so that your gross profits are high enough. Your profits must not only cover current operating expenses but also allow room for future investments and emergency situations. Include the following in this section:
· Describe your pricing strategy and confirm it is consistent with your brand

· Describe the relationship of demand with price—at what price point does demand drop significantly?

Key to Success:
· Develop an attainable merchandising strategy. Do not develop a line of products or services that is difficult to manage. Product offerings need to be diverse enough to make an impact but not so large that it chokes the business financially. For the same reason do not offer such a wide variety of services that you lose the cache of being a specialist in the early stages of growing your business.
8. MARKETING STRATEGIES
1- 4 Pages
This section takes the next steps in identifying the marketing strategies you will implement. Your marketing plan must demonstrate your ability to reach your target market and meet your annual sales goals. 
Marketing strategies section can include:

· Overview & Goals

· Marketing Strategy

· General Description

· Packaging

· Pricing

· Branding

· Personalization

· Sales Strategies

· Sales Incentives/Promotions

· Advertising—include online as well as print and other media
· Public Relations

· Networking

· Customer Service

· Implementation of Marketing Strategy

· Assessment of Marketing Effectiveness

· Social media strategy

To develop effective marketing strategies create a budget for all communications methods you plan to use, such as print and electronic advertising, direct mail, public relations, and trade shows. Describe the frequency of each activity along with its cost. Provide estimates of the number of customers and the level of their purchases that will result from each marketing activity. Make sure the mediums used to promote your business match the profile of your target customer. 

Key to Success:

· Establish a reasonable marketing budget. Do not underestimate the costs of effective marketing and sales. Carefully research all costs and anticipated benefits for every promotional and sales technique included. Describe your findings in detail in an Appendix to the plan. 
9. OPERATIONS PLAN
     1 Page
Describe your methods for procuring, producing, finishing and selling the products and services you will be providing. 
This section should describe systems for:

· Purchase and maintenance of equipment and supplies

· Purchase of any works-in-progress or products that will be directly resold

· Production techniques for your products and services

· Sales and Distribution processes

· Management of inventory

· Quality control

· Facility maintenance and improvements

Be sure to include information about production resources needed at each step by describing services contracted vs. those kept in-house. For contracted services, list the contractors you anticipate working with, their costs, and scale of their operations. Remember to provide only basic descriptions and to submit all details as an Appendix to the plan.
In addition, list information about any licenses, permits, and certifications that will be required for your operations. Discuss how they will be obtained.

Possible questions to be answered in this section include:

· How will you produce your products and/or services?

· What processes will be contracted? What will be controlled internally? 

· How will you maintain the quality of your products and/or services?

· What facilities and equipment are needed and how will these be maintained?

Keys to Success:

· Match operations with the previous sections of your plan. Prove that you have the operating capacity to produce the number of products and services you plan to sell, as described in the previous sections of your business plan. Test to ensure your operations costs are consistent with the assumptions made in pricing.
· Plan for growth. Make sure that your operating plan describes contingency resources (either contracted or in-house) indicating to the reader that you would be able to handle increases in production and sales. 

10. MANAGEMENT and PERSONNEL     ½ - 1 Page

A short personal history of the management team is required and considered to be very important. Highlight relevant professional and management experiences. Include duties, responsibilities, and salaries. Attach your resume as an appendix. Also identify key employees and their duties. List anticipated contractors and their duties. Be sure to include a description of any contracted legal, accounting, banking, and insurance services. Specific dates of hire, wages, hours, and other conditions of employment should be included as an Appendix. Identify your advisory board members and the expertise they have.
11. FINANCIAL PLAN and STATEMENTS     
Financial statements are needed to support the previous sections of your business plan. Ensure that all financial projections precisely match those listed in other sections of your business plan. Potential lenders or investors will realize and question any inconsistencies. 
Required financial documents:

1) Statement of need for financing: clearly state the amount of money needed for start-up, how it will be raised, how it will be used, and how it will be repaid.

2) Income statements: annual statement for three years

3) Cash flow statements: monthly statement for two years

4) Balance sheets: one statement reflecting the first day of operation; one statement reflecting the first year of operation
5) Break even analysis
 12. SUPPORTING DOCUMENTS

Use Appendices to provide more detailed information and support the assertions in your business plan. 

 Appendices might include:

· Marketing research and statistics

· Product pricing sheets and pictures

· Facility plans

· Contractual agreements for facilities, equipment and services

· Insurance requirements and costs 

· Resumes of key management, personnel and contracted employees

· Resumes of advisory board members

· Major risk factors and contingency plans.

For more information about this guide or the services offered by the Center for Women & Enterprise, please call 617-536-0700 or view our website, www.cweonline.org.
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