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DEFINITIONS/EXPLANATIONS
EXECUTIVE SUMMARY:

The executive summary is generally two to five pages in length, but in some circumstances could be longer.  It should very succinctly explain the business and the key elements of the business plan, citing major points from each key section of the business plan.  It could be likened to a brief newspaper article explaining a complicated, major new event.

BUSINESS OVERVIEW:

This is a one- to three-page explanation detailing the business and industry and how it represents an opportunity for the company.

MISSION STATEMENT:

A clear, concise statement explaining the primary purpose of the business.  The mission statement should anticipate the long-term direction of the business.  It is advantageous to have a mission statement that can be easily remembered or paraphrased by employees.  All present and future activities of the company should be able to be seen as relating to the mission statement.

KEY PLANNING ASSUMPTIONS:

A listing of the key assumptions about the business, the industry, the economy, the competition, the funding requirements, and other factors that were assumed in the creation of the business plan.

CRITICAL SUCCESS FACTORS:

The “do or die,” or absolute must haves or must happen factors for the business to be successful, or to realize the financial results and market results anticipated in the business plan.  There could relate to funding requirements, anticipated market dynamics, economic issues, initial market penetration requirements, competition, or any other factor that could critically affect the success of the business.

WINNING STRATEGY:

The overall single strategy that best indicates why your business will be successful.

FIVE-YEAR OBJECTIVES AND STRATEGIES:

Listing of three to six key objectives to be accomplished over the five-year business-planning period with supporting strategies (two to ten) for each of the objectives.

FIRST-YEAR OBJECTIVES, STRATEGIES, AND ACTION PLANS:

Three to six key first-year objectives with supporting strategies and actions plans with time frames defining specific activities necessary to accomplish the various strategies.  Annual objectives should be seen as progress toward accomplishing five-year objectives.

· OBJECTIVES:

Clear statements of major milestones for the business.

Objectives should be distinct, understandable and measurable.

· STRATEGIES:
Concise statements explaining how an objective is going to be accomplished.

· ACTION PLANS:
Specific activities required to execute strategies or to support accomplishments of strategies and objectives.  These should have specific timeframes for accomplishment, key milestones should be identified during the timeframe and an individual should be named as responsible for the action plan execution.  There may be several action plans relating to given strategy.  Each action plan should identify the strategy to which it is related.

MARKET ANALYSIS:

The market analysis should include quantitative definitions of the market, analysis of the competitors that serve it, definition of the niche for the new business, surveys and studies of the market.  Charts, tables, and graphs are typically used to convey the analytical information but some subjective descriptions and analyses may be needed, as well.

competition:

Descriptions of major competitors, their market shares and products and services, competitors’ anticipated future directions, the key market strategies of competitors versus those for the new business, and analysis of the competitors; strengths and weaknesses, and other information defining the competition.

PRODUCT DESCRIPTION:

A complete description of the product(s) or service(s) to be offered by the business, how the product or service is to be created, characteristics of it, and its anticipated evolution and how it fits customer needs compared to competitive products or services.

PRICING:

An analysis of product/service cost, how the product/service is to be priced in comparison with similar products and services of the competition.  Initial pricing strategy and how it will evolve over the first few years of the plan should be explained here.  Again, charts, graphs, and tables are typically used to convey this information.

PRODUCT SUPPORT REQUIREMENTS:
Description of the services required to support the product: warranty management, inventories, field service, consultants and the like, tools, training, and any other items or services required to support the product of service through its introduction and evolution during the planning period.

HUMAN RESOURCE REQUIREMENTS:

Organization charts and job descriptions for the initial phase of the business, and organization charts showing the development of the organization over the planning period.  Description of pay levels for different jobs required and a description of other critical human resource planning issues.

RISK ANALYSIS – INTERNAL/EXTERNAL:

Review internal risks associated with the business venture and external risks associated with the business venture.

TIME LINE:

Prepare a time line for all of the major events establishing the business and for its first year of operation.  Time line only top two major events, programs, or decision points for each of the two- to five-year timeframe.

OTHER EXHIBITS SUPPORTING THE BUSINESS:

Include supporting information on training programs, surveys and articles relating to the business opportunity or the industry, and any other information that would support the venture and the business plan.  The plan may or may not have other exhibits. 

BUSINESS PLAN

TEST QUESTIONS

BUSINESS PLAN TEST QUESTIONS

OVERVIEW:

Once a business plan is complete, a good acid test of the plan is to ask the following questions and determine if charts, graphs, or other contents of the business plan can be used to provide answers.  All of the questions in each category may not apply to every business opportunity.

It may be possible to answer from one to as many as 15 or 20 questions with a single table or graph.

MISSION AND COMPANY PHILOSOPHY FIT
1. Describe the business.  What products and/or services will it sell?  How are these products/services the same and/or how are they different from existing products/services?

2. Overview of the industry – industry trends, is it cyclical and, if so, what stage in the cycle is it presently, estimated growth potential, recent developments, where it is on the “maturity curve.”

3. How does this business relate to the company’s mission?  How close is the fit?

4. How does this business fit the company’s culture?  What changes in culture will need to occur to make the venture successful?

5. Will this product enhance the company image?  Will it enhance the company’s ability to complete in existing business ventures?

6. How will the utility regulatory body perceive this business?

7. What will be the legal structure for the venture?  Will it be a stand-alone corporation?  A product line?  A joint venture?  How will it fit with existing operations?  What will be the chain of command with existing company and/or corporate officers?  Will a Board of directors or Advisory Board be required?  Has the structure been reviewed by legal counsel?
8. Is this a long-term opportunity or is the window relatively short?

9. Are the potential earnings or other benefits significant enough to warrant the time and effort and corporate resources required to direct the business?

TARGET MARKET

1. Who are the ultimate buyers?  Specifically, how can they be identified or reached?  What is the size (in number of units and in dollars) of the market?  Cite sources of information on market size.

2. Where are the buyers located?  Is the target market regional?  National?  International?

3. Who or what influences them in their buying decisions?  When, where, and how do they shop for and adopt our product?  How can they be sold?

4. What is the buyer(s) profile?

5. How can the target market be segmented?  Is this a niche market?

6. What are the economic conditions and expectations of the target market?

7. Are the consumers’ attitudes, values, habits or overall behavior changing?

8. Are there intermediate buyers (such as wholesalers or retailers) for this product?  If so, are we better off to use these channels for distribution or to set up our own distribution system?

NEED FOR PRODUCT OR SERVICE

1. How unique is this product?

2. What image should be created for this product?

3. Is the strategy a first-in strategy, a follow-the-leader strategy, or a last-in strategy?

4. How can sales be increased?  Through more frequent usage?  Finding new buyers?  Finding new users?

5. Are there other products which directly or indirectly compete for the customer within the proposed sales territory?

6. What makes this product different/better than the competitor?

7. How sustainable is this advantage?  What circumstances would take it away from the company or give it to a competitor?

8. What need(s) does our product satisfy?  How well does it satisfy them?

9. How do prospective buyers perceive the product in their minds?

FIVE-YEAR MARKET POTENTIAL

1. What is the customer learning curve for this product?  What will we need to educate the consumer to “need” this product?  Or is it a product which the consumer already understands?  How much product information will be required?

2. Is population of potential customers growing or decreasing?

3. Are there other target markets that can be addressed in the future?

4. How many units can be sold each month?  Each year?  What will be the pattern of the sales numbers?  How will the number of units sold per time unit increase/decrease?

5. What will be the customer retention rate and/or how many repeat buyers?

6. What overall market share can we expect by the end of year 1?  Year 2?  Year 3?  Year 4?  Year 5?

7. What are possible spin-off opportunities for this product/service?

ANALYSIS OF COMPETITION

1. Who are the competitors?  Where are they located?  What are their strengths and weaknesses?

2. How big are they – overall and specifically in this product area?  What is their product mix?

3. What is their financial situation?  What are their annual sales volumes?

4. Is their participation in this field growing or declining?

5. What market share does each competitor currently have?  Where is the market share for this product going to come from?  From which competitor?  From new consumers entering the market place?

6. Which competitors may be leaving the field?  What new domestic competitors may be on the horizon?  What international competitors?

7. Which competitive strategies appear particularly successful or unsuccessful?  What new strategies are our competitors pursing?

MARKET AND PRODUCT STRATEGIES

1. What is the makeup of the product or service mix and how well will each component sell?

2. Does the array of products/services have optimal breadth and depth for our target markets?  Should the scope be narrowed to exclude some markets and/or products/services?

3. What will be packaging and positioning be for the product(s) service?  What will the breadth of markets be?  Has each of these been carefully analyzed to assure it promotes the desired product and company image?

4. What methods are going to be used to assure product/service quality, consistency, and/or safety?  What product liability issues need to be examined?

5. How will the success of the marketing strategies be evaluated?  What data is needed?  How will it be obtained?

6. If distribution is required, what distribution channels will be used?  Will intermediates assist in the promotion of the product?  Is this the most cost-effective manner to get the product to the consumer?

PROMOTION MIX STRATEGY

1. What are the advertising objectives?

2. How much money will be spent in promotion of this product?  What promotion mix will be used?  How much advertising?  How much telemarketing?  How much direct mail?  How much on-site displays?  What kind of incentives, if any?

3. What will the marketing message be?  What image should be created for this product?

4. What media mix is optimal for this product?  How much direct mail?  How much newspaper, television, or radio?

5. Is sufficient support available to accomplish the marketing objectives?

6. What is the optimal organization of the marketing department – according to geography, market, or product?

7. Are personnel responsible for the marketing effort adequately trained and motivated?  If not, what resources will be required to achieve an adequate level?

PRICING

1. What pricing strategy will be used?  Will it have a profit focus or a share focus?  Will prices be market-based?  Cost-based?  Penetration?  Skim pricing?  Psychological pricing?  Following pricing?

2. Had adequate research been done to establish the most profitable price?

3. How does the proposed price compare too competitive or substitution products?

4. Can price bundling increase profitability?

5. Does the pricing strategy support the intended product image?
SALES

1. Who will be making the sales?  How many salespersons are needed?  Are they adequately trained and motivated?  If not, what additional resources will be required?

2. What will be the size, territorial design, and methods of compensation of the sales staff?

3. Who are industry allies?  Are there corollary products/services where we can get assistance in promoting our product/service (dealers, suppliers, etc.)?

PRODUCT SUPPORT

1. Can adequate customer service be provided – both clerical and technical?  Who will provide it?  Are there adequate personnel available?  Will additional training be required?  If so, how will it be provided?

2. How will customer service and technical support be delivered?  Where will it be based?

3. What procedures will be put in place to handle customer problems?

4. Will there be a warranty policy?  What will it be?  Who will handle claims and/or disputes?

PRODUCT SERVICE AUDIT

1. At what point will a particular product/service cease to be offered?  At what point will the business be discontinued?

2. How will product reduction or elimination be determined?

OPERATIONS REQUIREMENTS
1. What will be required in information systems to support this venture?  What hardware and software?  Would contracting this out or buying time on another system be more cost effective?

2. Describe the work flow within the organization.  How will the products move from function to function, department to department?

3. What equipment is needed?  How much space for workfloor?  For storage?  For offices?  Are any additional investments in plant and equipment planned in the first five years?  The first ten years?  If manufacturing, a layout sketch of the plant should be included?

4. What production methods will be used and how state-of-the-art is the production process?

5. How will maximum capacity utilization be assured?  What will be the initial capacity/sales needs ratios and how will they change throughout the first three years?

6. What intangible properties are involved in this business?  Any copyrights?  Any patents?  Any trademarks or names?  Have these been cleared?

7. What techniques and skills are used to get the work done efficiently and cost effectively?  Are those skills available in the workforce?

8. What raw materials are required to produce the product/service?  Are they available in sufficient quantities?  How many possible sources of supply are there for each required raw material?  Are any single-source?  What are the relative costs?
OPERATIONS REQUIREMENTS (Continued)
9. How much inventory of raw materials will be required?  How much inventory of finished goods?  What purchasing system will be used?  JIT?  What inventory accounting system will be used?  FIFO?  LIFO?
10. How will quality control be handled?  What will be the criteria for acceptable equality?

11. How will billing and accounting be accomplished?  Who will handle?  Will they be computerized?  Will billing be jointly with other company products/services or separately?

12. Where will facilities be needed?  Will satellite offices be required?  How will their locations be determined?

13. How will service after the sale be delivered?  Through a service staff?  Through contractors?

14. Will there be on-going research and development efforts?  To what extent?  How much investment each year?  What will be the goals of the R&D effort?

15. How will distribution be accomplished?  What will be required for warehousing?  What support will have to be given to intermediaries on the distribution network?

HUMAN RESOURCE REQUIREMENTS

Direct Staffing

1. How many persons and in what jobs are required to operate this business?  What will be the organizational structure (include an organization chart)?  What will be the organizational relationships between key managers?

2. Are there any key personnel in this operation?  If so, who are they or what is their position description?  If on staff, include resumes in appendix.

3. Have tentative job descriptions been developed to assure the cost of qualified personnel has been adequately estimated?  Has the local market been checked to assure the wage scale meets the market?

4. Is there a sufficient labor pool with the basic job skills available in the location?  What additional training or education, if any, will staff members require?  What product knowledge will need to be taught?

5. What will be the cost of benefits?

6. How will productivity of personnel be measured, particularly manufacturing personnel?

7. What will be the structure of the compensation programs?

HUMAN RESOURCE REQUIREMENTS (Continued)

Indirect Staffing

1. What will be the impact on positions providing general support?  Will additional support positions/personnel be required?

2. How will the cost of indirect support be assessed?

3. Can various divisional services/staff be utilized from your division/subsidiary or another?

CAPITAL REQUIREMENTS

1. What construction of building, systems, piping, etc. will be required and what will be the total cost?

2. What will be required in terms of space, furniture, equipment, vehicles, and tools?  Will new or used be purchased?  What is the estimated cost of each major item or category of items?

3. What will be required for inventory?  What type of inventory costing system will be used?  Will inventory be capitalized?

4. What are working capital requirements?
RISK ISSUES: INTERNAL AND EXTERNAL

Internal Risks

1. Are any changes in resource availability foreseeable?  Particularly, capital to support during start-up period?

2. Does the product/service have potential to impact negatively on the company image?

3. Will the product cannibalize existing products/services?

4. Is sufficient support available within the parent company to carryout start-up activities?

5. How would loss of key personnel impact the business?

External Risks

1. What are the legal constraints affecting our business?

2. To what extent does local, state or federal law and regulation restrict flexibility in making business decisions?  What government regulations will the business be required to operate under?

3. What political/legal developments are looming that will strengthen or weaken the business?

RISK ISSUES: INTERNAL AND EXTERNAL (Continued)

4. What threats/opportunities does technological progress hold?  How well would the business be able to keep up with technology?

5. What cultural shifts are occurring that may affect the business?

6. What consequences will demographic, geographic, and psychographic shifts have for the business?

7. How will environment constraints impact the business?

8. How do seasonal or weather changes affect the business?

9. How sensitive will the business be to changes in the economy?

10. What are risks to/from the intangible properties (copyrights, trademarks, and patents)?

11. What are risks from unfavorable industywide trends?  What risks would price-cutting or other major changes have in the competitor’s position?

12. What are the utility regulatory agency policies/procedures, precedents, attitudes, restrictions, and regulations covering this business activity?

13. How can income be retained as non-regulated?

14. Organized labor issues.

PRO FORMA INCOME STATEMENTS FOR 5 YEARS

1. What assumptions were the basis for preparation of the pro forma?  What cost of funds was used?  What type of economy was assumed?

2. Will this business meet the performance measures on the company’s primary financial objectives?  Will it meet threshold or target levels of performance for each measure?  What is the minimum acceptable level of net profit after tax?  What is the minimum acceptable annual rate of growth?  What are the one- through five-year profit objectives?

3. What is the go/no go point?  At what point are the conditions that would cause the decision to be made to close the business down?

4. Describe the process used to arrive at the direct costs for the pro forma.

5. Project cash flow and income monthly for year one, quarterly for year two and annually for year three, four, and five.

6. What is the break-even point?  What is the ROI?

TIME LINE
1. A month-by-month schedule that shows the timing and interrelationship of major activities, deadlines, and events critical to the venture’s success such as:

A. Incorporation (if appropriate)

B. Completion of design and development

C. Completion of prototypes (if appropriate)

D. Clearing of all regulatory hurdles

E. Final decision to proceed

F. When key personnel are added.  When major staff adds take place.

G. When distributors and dealers are signed up and/or distribution/delivery system is put in place.

H. Order of raw materials in production quantities.

I. Start of production or operation

J. Media releases announcing product/service availability

K. Receipt of first orders

L. First sales and deliveries

M. Payment of first accounts receivable

N. Additions to plant or equipment
2. Identify critical path for the event that will be key to overall schedule.

Identify crucial activities and possible trouble spots.

3. BUSINESS PLAN SUPPORT

EXHIBIT EXAMPLES

1. BUSINESS OUTLINE
2. COMPOUND ANNUAL GROWTH RATE
3. COMPETITORS RATINGS
4. COST/BENEFIT ANALYSIS FOR CUSTOMERS
5. MARKET DEFINITION
6. PRODUCT LINES VS. MARKET SEGMENTS
7. MARKET SUPPORT
8. ENGINEERING RESOURCE REQUIREMENT
9. SALES FORCE GROWTH PLAN
10. MARKET SEGMENTATION
11. COMPETITION-MARKET SHARE
12. MARKET ASSESSMENT
13. MARKET POSTURE
14. DISTRIBUTION STRATEGY
15. DISTRIBUTION/POTENTIAL VERTICAL AND HORIZONTAL MARKETS
16. SALES COST CONSIDERATIONS
17. COMPENSATION STRUCTURES
18. BUSINESS OFFERING COMPARISON TO COMPETITORS
19. MEDIA PREFERENCE/ADVERTISING – FOCUS GROUPS RESULTS
20. TYPES OF ADVERTISING AND PROMOTION TO BE USED
21. MEDIA ANALYSIS
22. ADVERTISING AND PROMOTION SCHEDULE
23. ROMOTIONAL EFFECTIVENESS SURVEY
24. TELEMARKETING PLAN
25. COST OF SALES CALL ANALYSIS
26. MARKETING EFFECTIVENESS SURVEY
27. METHOD OF DETERMINING MARKETING MIX
28. SALES EFFECTIVENESS STRATEGY
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