About the Business Plan

A business plan is a document that acts as a roadmap, giving the business direction.  It has two main purposes:

1. To help the business owner understand all the facets of the business.  Entrepreneurs are generally enthusiastic and excited about their product or service, and just want to jump in and learn as they go.   When this attitude is accompanied by careful attention to costs and other business factors, it’s great!  

When the business owner does not completely understand all the factors inside the business venture, it can lead to a failed business.
2. To help get financing.  A lender or investor wants to know if the money they invest will be returned.  A business owner who has not thought out all the aspects of the business and carefully weighed the expenses against the possible income is seen as a bad risk.  


A lender or investor wants to see careful research and hard numbers to give confidence that the business owner knows what he or she is doing, and any money lent will be well spent.  


A business plan has 3 main categories:

1. An operational plan.  How will the business be organized?

a. The legal structure of the business

b. Any business licenses needed

c. Who will manage it, and why they are qualified

d. How many employees will the business need, and skills needed 


2. A marketing plan based on solid research. Price, target market, competitive landscape
a. Who will be your customers

b. Why do you think they’ll buy your product

c. What (and how you made the decision about) is the pricing structure

d. How will your customers know about your product/service


3. The “financials”,  or the numbers  Charts

a. The amount of money need to start this business (Start-Up)

b. The amount of money needed for the business’s monthly expenses (Overhead)

c. The cost to make one unit, or average expenditure for the average customer (COGS)
d. A chart showing WHEN the money comes in and out of your business (Cash Flow)
e. A forecast (based on solid research) on how much of your product or service you can sell

There are many different types and styles of business plans, but all of them should clearly show all the information above.  It is worthwhile to look at sample business plans, especially in your industry. The internet is a really good place to start researching.  
MCNW also has a basic template to use, along with samples from different industries, on the Course Materials page.  (http://www.mercycorpsnw.org/course-materials)

Top 10 reasons to prepare a business plan:

1. Forces you to look at the whole business, not just separate parts

2. Helps to focus attention on and identify important issues

3. Helps to clarify and communicate your goals and objectives

4. Provides a means of assigning priorities to tasks and issues

5. Provides a framework for daily decision making and better management

6. Helps maintain a proactive business attitude

7. Serves as a benchmark to track performance

8. Stimulates development of new and emerging business opportunities

9. Helps you access capital, acquire business partners, and attract employees

10. Increases your chance of success  100-fold

Business Plan Checklist

These are the main parts of a general business plan.

Charts

· Personal cash flow for 12 months

· Business P&L and cash flow for 12 months

· Fixed and variable (COGS) cost break-down for one month per unit

Note:  Do not underestimate expenses or overestimate revenue

· Break-even point (unit or dollar amount)

· Sources of statistics – list sites 
· List of products or services with prices
· SWOT (Strengths, Weaknesses, Opportunities and Threats) 

· IDA purchase list, if applying for IDA  (see IDA website) 

Legal

· Legal structure of business

· Business license number, date of expiration/ renewal

· Occupational license number, date of expiration

· Insurance (type and amount of coverage and company/ agent)

Promotion

· Target market specifics (demographics) - age, gender, geographic location, income level, and niche

· How you will reach the target market
· Advertising (list the newspapers, websites, etc. and cost for each)

· Competition analysis and how you stack up against price and other attributes
In general

· Include a cover sheet with complete contact info (name, address, phone, website, email, etc.) and current date

· Include page numbers, and typed, not hand written
· Underestimate revenue, underestimate expenses
· Ideally written in third person

· Future activities have specific dates for when they will happen (i.e. registering as an LLC, start using Quick Books, etc.)

· Include a clearly written business description
· Include your goals for your business—a hobby, self-employment or a potentially large business?
