Why Go to the Trouble of Writing a Business Plan?

The process of writing a business plan, including the thought and research you put into it up front,
forces you to take an objective, critical look at the business in its entirety. It helps you to identify
potential problems and to clarify your vision for the business relative to what is already “out there”
in the marketplace.

Poor planning is one of the primary reasons businesses fail. In most cases, individuals will start a
business because they have a particular skill, overlooking the challenges of management. Writing
the business plan helps you to identify your strengths and weaknesses relative to management and
lets you create a plan for ensuring that the business will be adequately managed.

The business plan will serve as your guide in each year of operation. It should be reviewed at least
once per quarter to ensure that your business stays on track. During that quarterly review, you will
have the opportunity to look at how the business is actually performing and explore your options
for reducing overhead, improving efficiency and maximizing profit - then make revisions that will
guide the next year of operations.

The business plan enables you to communicate your ideas to others: bankers, employees, potential
investors, or to individuals interested in buying the business someday. If you use it throughout the
life of the business, your business plan is a valuable funding, training and planning tool.

Many people start with a “great idea”, then find as they begin writing their plan that the idea will
not work as originally conceived. It identifies where you need to cut overhead, consider options
for becoming more efficient or more profitable, and may even lead you to decide to postpone or
cancel the project. Although that is not what someone wants to learn from the process, if it saves
your investment money for a more viable project, then you are better off in the long run.

The competitive climate is more intense than it was 20 years ago. In fact, small businesses account
for most new jobs created in the U.S. economy. Today, businesses must consider not only their
local competition, they also must consider the businesses that will compete with them regionally,
statewide, nationally or globally as a result of technological advances.

The amount of time it take to research and write a thorough business plan will depend largely on
the type of business and the amount of experience you have in the filed. The national average for
writing a plan is eight (8) months. However, many can do it in less time if they can devote eight

hours per day to the process.
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BUSINESS PLAN OUTLINE
NARRATIVE

1. Cover Sheet
Name of business, owner(s), address, phone and fax numbers, web site address.

2. Table of Contents
The Table of Contents outlines each section and where it can be found. Do this
last, after all the pieces are complete.

3. Executive Summary
The Executive Summary presents a brief highlight of each section of the Business
Plan. Do this section after the Plan is completed. Readers will turn to this section
first to get a comprehensive overview of the entire Business Plan.

4. Loan Request
If part of the purpose of your Business Plan is to obtain a loan, describe the details of your
loan request in this section. Include the following information:
- Loan Amount
- What the funds will be used for. Be very specific. For example, $3,000 for a
computer, $1,000 for advertising, $500 for a fax machine, etc.
- How many years you will take to repay the loan?
- Monthly loan payment
- What you will offer as collateral?
- Value of the collateral

5. Mission Statement
Every business has a mission. A mission statement is a statement of the business’
purpose — what you want to accomplish in the “larger environment.” A clear mission
statement acts as an invisible hand that guides your business toward a goal. Your mission
statement should be “market oriented.” Being market oriented means defining your
business in terms of satisfying your customer.

A mission statement helps to answer the question, “What business am | in?”” For

example, if you own a hair salon, realize that you are not in the business of cutting
hair, but making people feel good about themselves through their physical appearance.

WESST’s mission is: To Build Women and Minority-Owned Businesses throughout New
Mexico.
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6. Business Description
Describe your business in detail using complete sentences.

Background:
Begin with the story of how and/or why you decided upon this particular business.

For example:
- Did it start as a hobby that you then found a market for?
- Were you doing it for someone else, but thought you could do it better on
your own?
- Did you see a market need that wasn’t being filled?

Name:
- What is the name of your business?

Legal Structure:
- What is the legal structure? (Sole Proprietorship, Partnership, Corporation, LLC)

Location:
- Where is the business located, or where will the business be located? Describe
the physical setting.

Detailed Product/Service Description:

- What is the product or service you offer?

- How do you make sure your product or service is of the best and consistent
quality?

- If applicable, describe the production process.

- Is your business seasonal?

Pricing:
- How are you pricing your product/service?

Start-Up Requirements:
What do you need to go into or expand your business?

- The amount of space needed and why? What will this cost?

- What inventory will you need? Where will you buy it? What will it cost?

- What equipment will you need? Where will you get it? What will it cost?

- Any other specific needs to your business? At what cost?

- How many employees will you need, if any, and why?

- What equipment and/or furniture do you already have? Describe. What is its
market value?
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7. Market Analysis — Who is Your Customer?

Industry:
Describe your market or industry. Be very detailed and use complete sentences. Use the

following ideas as guidelines:

How has your industry changed in recent years? Is it growing or shrinking?
Have there been changes in regulation, technology, or customer awareness?

If it is growing, how many more people are using the product/service?

If it is shrinking, how will you take advantage of this?

Where did you get the information to answer these questions? Document your
sources.

Customer Profile:

Who is your target customer? Give facts about your customers. For example:

Income ranges from to per year.
Ages range from to

Males Females :

Where do your customers live? (City, county, neighborhood).
Your market area covers people ina mile area.

Customers will buy the product/service because:

Customers will buy it:
___dailly _ weekly _ monthly __ quarterly ___ yearly __ other
Customers are willing to spend up to for the product/service.

Competition:

What makes your product/service different from the competition?

Why would someone purchase your product/service over the competition? This is
a very important section!

Provide a detailed analysis of your competition.

Tell about your three strongest competitors.

What are their strengths?

Their weaknesses?

Why would the customer prefer to come to you rather than the competition?

8. Marketing Plan — How to Get Them

How will you reach your customers? Explain the different methods of advertising
that you will use.

Which ones will be the most effective in reaching your customer? Explain why.
Consider the cost of each method and how that will translate into sales dollars for
the business.

For example, if I spend $100 on 1,000 flyers, I will bring in 5 new customers. My average
sale is $25. This will bring in $125 in new sales.
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9.

10.

11.

Business Management
- Who will manage this business?
- What skills, background, etc. do you or this person bring to the business?
- What will you or this person be responsible for?
- Who else will be on your “team for success?”
* Business Consultants? * Accountants? * Legal Advisor? * Other?
- Will you take a salary or owner’s draw?

Business Operations
Employees:
If you will have employees, explain the following:
- Where will they come from?
- What training will they need?
- Will they be full-time or part-time?
- Will they be paid hourly or by salary?
- What back up do you have if an employee is sick?
- Will you offer benefits?
- Specify each employee’s scope of duties. Include a job description.

Suppliers:
- If you use suppliers, discuss their availability and reliability. What back up do you have?

Legal Requirements:
- Have you researched all the state and local taxes, laws, zoning requirements, permits and
license requirements that pertain to your business? What are they?

- What insurance needs do you have and how will you meet them? At what cost?

Critical Risks

Unfortunately, things can happen in our lives or our businesses to change the direction we
thought we were heading. It is important to consider anything that could negatively impact
your business and be prepared to handle it. Remember, if you work out these potential
problems now (on paper), you should be prepared to handle anything that might take place.

Identify threats that might negatively impact your business and what your plan of action
would be. Use the following examples as guidelines:

- Declining sales or lower than expected sales (possibly due to economic slowdown,

new competition, incorrect assessment of market).

- Demand for product/service is too high and the business can’t meet the needs

- Fire or other disaster that destroys or damages the premises

- Loss of key supplier

- Loss or illness of key employee

- Ilness of yourself

- Customer doesn’t pay, hurting cash flow
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12. Future Plans

Describe your vision for your business in the future as it grows and changes to meet the
needs of the market. For some people, expansion is the goal. For others, being able to
delegate and have more time for family is important. Consider the following questions as
you work on this section:

- Where do you see the business in one year and why?

- What changes do you see in the market and in your own life, which may influence

the business a year from now?
- Where do you see the business in five years and why?
- What trends do you anticipate in your industry over the next five years?

\.;,WESST

© Copyright 2008, WESST, All rights reserved.
Page 7 of 8



FINANCIALS

1. Balance Sheets
- NEW BUSINESS: Projected Balance Sheet for years 1, 2 and 3
- EXISTING BUSINESS: Balance Sheet for the past 2 — 3 years

2. Income Statements
- NEW BUSINESS: Projected Income Statement
e Year 1: Month by Month
e Years 2 and 3: Quarterly
- EXISTING BUSINESS: Income Statement for the past 2 — 3 years

3. Cash Flow Statements
- NEW BUSINESS: Projected Cash Flow Statements
e Year 1: Month by Month
e Years 2 and 3: Quarterly
- EXISTING BUSINESS: Cash Flow Statements for the past 2 — 3 years

APPENDIX

Attach any documents which will help the reader of your Business Plan understand why this is

a good business opportunity. You may include:

1. A personal resume for every manager

2. Job descriptions for key managers/employees

3. Your personal financial statements

4. Your credit report and a written explanation of any problem in your credit history with a

description of how you addressed those problems

Your personal tax returns for the past 3 years

6. Letters of reference from other business owners or professionals (banker, accountant,
managers, etc.)

7. Letters of intent from businesses who are agreeing to sell to you or buy from you

8. Copies of leases on buildings or equipment

9. Legal documents created for the business (including partnership agreements, articles of
incorporation, etc.)

10. Samples of marketing materials for the business

11. Anything else which supports your Plan

o
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