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Chapter One

Business Plan

Opening Case

The Focus of a Business Plan: Technology |
or Market?

Dick Bardow sat quietly in his car, pondering why he had failed
to convince Pat Guinn, managing partner of Next Century Venture
Capital, to provide the start-up capital he needed to launch the
business that would present his new high-tech medical invention.
Bardow had spent the past three-and-a-half years researching and
developing the concept, and now that he had a product in hand, he
was ready to take it to the market. The idea for Bardow’s new
venture had been simmering for many years during his stints as a
researcher for a major medical lab and as a technical advisor for a
medical products company. Bardow had learned a great deal about
use of the end product in his technical job, which he took after
earning a Master’s degree in Biomedical Engineering. But it was
during his tenure at the medical lab that Bardow saw the
importance of staying on the cutting edge of technology in the
field of medicine. He also saw the tremendous profit potential of
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successful medical products.

During his 45-minute meeting with Guinn and her staff,
Bardow had spent 30-minutes explaining how the technology had
evolved over time, how he had developed the product, and why it
was technologically superior to anything on the market. “I’ve got
them where | want. They can’t help but see the incredible power of
this technology.” Throughout his corporate career, Bardow had
earned a reputation for his ability to explain abstract ideas and
highly technical concepts to his fellow scientists. Over the years, he
had made dozens of presentations at scientific professional
meetings. All of which were well received.

Bardow had to admit, however, that he was puzzled by all of
the questions Guinn had asked him at the end of their meeting.
They weren’t at all what he was expecting. “She never asked a
single question about my product, its design, the technology
behind it, or the patent | have pending.” He remembered her
questioning him about a “market analysis” and how and to whom
he planned to market his product. Bardow was beginning to
believe that venture capital firms were too focused on revenues,
profits, and return on investment. There is definitely something to
be improved in his business plan if he wants to get money from

these venture investors.

A business plan is a written summary of an entrepreneur’s
proposed business venture, its operational and financial details, its
marketing opportunities and strategy, and its managers’ skills and
abilities. There is no substitute for a well-prepared business plan, and
there are no shortcuts for you to create one. The plan serves as an
entrepreneur’s road map on the journey toward building a successful
business. It describes the direction the company is taking. What its
goals are, where it wants to be, and how it’s going to get there. The
plan is a written proof that an entrepreneur has performed the

necessary research and studied the business opportunity adequately,
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and is prepared to capitalize on it with a sound business model. In
short, a business plan is an entrepreneur’s best insurance against
launching a business destined to fail or mismanaging a potentially

successful company.

The Elements of a Business Plan |

Smart entrepreneurs recognize that every business plan is unique
and must be tailor-made. The elements of a business plan may be
standard, but the way entrepreneurs tell their stories should be unique
and reflect their enthusiasm for the new venture. If this is a first
attempt at writing a business plan, it may be very helpful to seek the
advice of individuals with experience in this process. Accountants,
business professors, attorneys, and organizations dedicated to promote
business activities can be excellent sources of advice in creating and
refining g a plan.

Initially, the prospect of writing a business plan may appear to be
overwhelming. Many entrepreneurs would rather launch their
companies and “see what happens” than invest the necessary time and
energy defining and researching their target markets, defining their
strategies, and mapping out their finances. After all, building a plan is
hard work! However, it is hard work that pays many dividends.

A business plan typically ranges from 25 to 40 pages in length.
Though exceptions may exist, shorter plans usually are too sketchy to
be of any value and those much longer than this run the risk of never
getting used or read! This section explains the most common elements
of a business plan. However, entrepreneurs must recognize that, like
every business venture, every business plan is unique. An entrepreneur
should view the following elements as a starting point for building a
plan and should modify them as needed to better tell the story of his or

her new venture.
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Title Page and Table of Contents \

A business plan is a professional document and should contain a
title page with the company’s name, logo, and address as well as the
names and contact information of the company founders. Many
entrepreneurs also include on the title page the copy number of the
plan and the date on which it was issued.

Business plan readers appreciate a table of contents that includes
page numbers so that they can locate the particular sections of the plan

in which they are most interested.

Executive Summary |

An executive summary is written to summarize the presentation
to potential financial institutions or investors. It should be concise—a
maximum of two pages—and should summarize all of the relevant
points of the business venture. The executive summary is a synopsis
of the entire plan, capturing its essence in a condensed form. It should
briefly describe the following:

1. The company’s business model and the basis for its
competitive edge.

2. The company’s target market(s) and the benefits its products or
services will provide to customers.

3. The qualifications of the founders and key employees.

4. The key financial highlights (e.g., sales and earnings
projections, capital required, rates of return on the investment, and
when any loans will be repaid).

The executive summary is a written version of what is known as
“the elevator pitch”. Imagine yourself on an elevator with a potential
lender or investor. Only the two of you are on the elevator, and you
have that person’s undivided attention for the duration of the ride, but

the building is not very tall! To convince the investor that your

Executive Summary 11T
HE

An executive summary is
written to summarize the
presentation to potential
financial institutions or
investors. It is a synopsis of
the entire plan, capturing its
essence in a condensed
form.
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A well-developed, coherent
summary introducing the
financial proposal
establishes a favorable first
impression of the
entrepreneur and the
business and can go a long
way toward obtaining
financing.
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business is a great investment, you must boil your message down too
its essence—key points that you can communicate in just a matter of
one or two minutes.

The executive summary must capture the reader’s attention. If it
misses the mark, the chances of the remainder of the plan being read
are minimal. A well-developed, coherent summary introducing the
financial proposal establishes a favorable first impression of the
entrepreneur and the business and can go a long way toward obtaining

financing.

Vision and Mission Statement f\’f

A mission statement expresses in words an entrepreneur’s vision
for what his or her company is and what it is to become. It is the
broadest expression of a company’s purpose and defines the direction
in which it will move. It anchors a company in reality and serves as
the thesis statement for the entire business plan. Every good plan
captures an entrepreneur’s passion and vision for the business, and the

mission statement is the ideal place to express them.
Company History

The owner of an existing small business who is creating a
business plan should prepare a brief history of the operation,
highlighting the significant financial and operational events in the
company’s life. This section should describe when and why the
company was formed, how it has evolved over time, and what the
owner envisions for the future. It should highlight the successful
accomplishment of past objectives such as developing prototypes,
earning patent, achieving market-share targets, or securing long-term
customer contracts. It should also describe the company’s current

image in the marketplace.

Vision statement [& 515 P8
A vision statement is an
aspirational description of
what an organization would
like to achieve or
accomplish in the mid-term
or long-term future.
BRI — AR F
B RZ B L A B AR
HATEAGE

It is intended to serves as a
clear guide for choosing
current and future courses of
action.

A &AL ARKRRGT
AR A 6185
Mission statement {& it Ff
A mission statement
expresses in words an
entrepreneur’s vision for
what his or her company is
and what it is to become.
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It is the broadest expression
of a company’s purpose and
defines the direction in
which it will move. It
anchors a company in reality
and serves as the thesis
statement for the entire
business plan.
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Business and Industry Profile |

|

To acquaint lenders and investors with the industry in which a
company competes, an entrepreneur should describe it in the business
plan. This section should provide the reader with an overview of the
industry or market segment in which the new venture will operate.
Industry data such as market size, growth trends, and the relative
economic and competitive strength of the major firms in the industry
all set the stage for a better understanding of the viability of the new
product or service. Strategic issues such as ease of market entry and
exit, the ability to achieve economies of scale or scope, and the
existence of cyclical or seasonal economic trends further help readers
to evaluate the new venture. This part of the plan also should describe
significant industry trends and keys success factors as well as an
overall outlook for its future. Information about the evolution of the
industry helps the reader to comprehend its competitive dynamics.

This portion of the plan should also describe the existing and
anticipated profitability of the industry. Any significant entry or exit of
firms or consolidations and mergers should be discussed in terms of
their impact on the competitive behavior of the market. The
entrepreneur should also mention any events that have significantly
affected the industry in the last 10 years.

This section should contain a statement of the company’s general
business goals and then work down to a narrower definition of its
immediate objectives. Together they should spell out what the
business plans to accomplish and how, when, and who will do it.
Goals are broad, long-range statements of what a company plans to
achieve in the future that guide its overall direction. In other words,
they address the question, “what do I want my company to look like in
three to five years?”

Objectives, on the other hand, are

short-term, specific

performance targets that are attainable, measurable, and controllable.

Business and Industry
Profile M #0417l #iA
This section should provide
the reader with an overview
of the industry or market
segment in which the new
venture will operate.

This portion of the plan also
should describe the existing
and anticipated profitability
of the industry.

This section should contain
a statement of the
company’s general business
goals and then work down to
a narrower definition of its
immediate objectives.
XA AR 2 A )
& Ak B A2 94T e R T
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Goal KHIB#R

Goals are broad, long-range
statements of what a
company plans to achieve in
the future that guide its
overall direction.

KA RS EA AR
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Objective ZHI B 5
Objectives are short-term,

| specific performance targets
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Every objective should reflect some general business goal and should
include a technique for measuring progress toward its accomplishment.
To be meaningful, an objective must have a time frame for
achievement. Both goals and objectives should relate to the company’s

basic mission.
Business Strategy |

Another important part of a business plan is the owner’s view of
the strategy needed to meet the competition. In the previous section,
the entrepreneur defined where to take the business by establishing
goals and objectives. This section addresses the question of how to
get there—business strategy. Here an entrepreneur must explain how
he or she plans to gain a competitive edge in the market and what sets
the business apart from the competition. The entrepreneur should
elaborate how he or she plans to achieve business goals and objectives
in the face of competition and government regulation and should
identify the image that the business will try to project. An important
theme in this section is what makes the company unique in the eyes of
its customers. One of the quickest routes to business failure is trying
to sell “me-too” products or services that offer customers nothing new,
better, bigger, faster, more convenient, or different from existing
products or services.

The strategy section of the business plan should outline the
methods the company can use to satisfy the key success factors
required to thrive in the industry. If, for example, a strong,
well-trained sales force is considered critical to success, the owner

must devise a plan of action for assembling one.

Description of the Firm’s Product or Service

An entrepreneur should describe the company’s overall product

line, giving an overview of how customers use its goods or services.

that are attainable,
measurable, and
controllable.
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Business Strategy 2 & 5% I
Here an entrepreneur must
explain how he or she plans
to gain a competitive edge in
the market and what sets the
business apart from the
competition.

The entrepreneur should
elaborate how he or she
plans to achieve business
goals and objectives in the
face of competition and
government regulation and
should identify the image
that the business will try to
project.

An important theme in this
section is what makes the
company unique in the eyes
of its customers. The
strategy section of the
business plan should outline
the methods the company
can use to satisfy the key
success factors required to
thrive in the industry.
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An entrepreneur should
describe the company’s
overall product line, giving



