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2445 McCabe Way, Suite 400, Irvine, CA 92614-6244 ■ Tel: (949) 261-2325 ■ Fax: (949) 261-0234

Dear Entrepreneur:

Congratulations! By selecting this guide, you’ve taken a very significant step on
the road to starting and running your own business. We thank you for your 
purchase, and wish you every success in your new business venture.

For over 20 years, Entrepreneur Magazine has been helping people just like you
successfully start, run and grow their businesses. This startup guide represents
hundreds of hours of interviews and research performed by our expert business
staff. Inside you’ll find practical, step-by-step advice that clearly outlines the basic
components of developing a successful business.

To get the most out of the guide, start by reviewing the table of contents, which
is a good place to start to find chapters dedicated to any subject you’re looking
for: raising capital, writing the executive summary, preparing financial statements,
and much more.

Plus, we’ve included a number of resource listings in the appendices in the back
of the book. These easy-to-use sections will give you names, addresses and
phone numbers for a variety of associations, publications and service providers.

We’re sure this guide offers a wealth of information that will be valuable for you
today and in the years to come. Thanks again for your purchase, and good luck
from all of us at Entrepreneur Magazine.

Sincerely,

Rieva Lesonsky
Editor-in-Chief
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From the Editors of Entrepreneur Magazine

This publication has been developed with the intent to
provide an accurate portrayal of the general information
required to start a business on the subject matter covered.
Recognizing that all business opportunities contain 
inherent risks, we suggest that the prospective investor
consult an attorney and/or accountant with regard to 
personal investment criteria. This report is sold with the
understanding that the publisher is not rendering legal,
accounting or other professional advice. If legal or other
expert assistance is required, it is suggested that the serv-
ices of a reputable attorney, accountant or professional
consultant be sought.

The editors of Entrepreneur Magazine have thoroughly
investigated and researched all sources, verifying as much
data as possible to ensure the accuracy and completeness
of the information in this book; however, we assume no
responsibility for errors, inaccuracies, omissions or any
other inconsistencies herein. Quoted financial information
and operation data are strictly hypothetical. Your local 
situation may differ.

Each report is accurate and current at the time it is 
published. However, certain information changes quickly,
so make sure you do your research.

Any people or organizations mentioned herein are
believed to be reputable, but neither Entrepreneur Media
Inc. nor any of its employees accept any responsibility for
the activities of those mentioned or endorse their products
or services.
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So you have made the decision to start
your own business. Congratulations! 

You can join the ranks of successful
American business owners. But as with any
journey, it begins with a plan. A carefully
crafted plan. A business plan!

Each chapter in this book is devoted to
analyzing; explaining; and, wherever and
whenever possible, making entertaining
an important concept relating to business
plans. The chapter topics range from why
you even need a plan to what to do with
it when you’re finished. You’ll learn tech-
niques for figuring your break-even ratio
and tips for approaching potential in-
vestors. You’ll hear stories about the busi-
ness plans of famous entrepreneurs and
even learn about a few entrepreneurs who
admit that they don’t write plans—will-
ingly, at least.

Along the way, you’ll find sprinkled
definitions of important terms, contact in-
formation for useful resources, warnings
of especially common or serious mistakes,
and pointers to steer you in the right di-
rection. When you’ve finished reading the
book, you’ll be prepared to write a sound,
comprehensive, convincing plan for al-
most any business, whether it’s a brand-
new start-up or an existing company.
More important, however, you’ll be the
owner of a thoroughly prepared mind and
need just the slightest nod from good for-
tune to proceed.

Following is a chapter-by-chapter sum-
mary of the book. The chapters are in-
tended to be read in sequence, with exer-
cises, work sheets, and samples to be
studied, completed, and examined along

the way. If after finishing you need more
help with a particular section, the chap-
ters can be reviewed as self-contained tu-
torials on their particular topics.

Chapter 1: Business Plan Basics
This chapter shows that there are many

compelling answers to the question, Why
write a business plan? It explores the ba-
sic definition of a business plan and when
and why to write one. 

Chapter 2: Money Hunt
Writing a business plan is an activity

closely tied to the idea of raising money for
a start-up business. This chapter examines
sources of funding and explains how busi-
ness plans can be used to help entrepre-
neurs obtain financing from the most com-
monly used sources.

Chapter 3: The Big Picture
One of the most important purposes of

a business plan is to evaluate a business’s
chances for success. This chapter shows
how to use a plan to see if a new venture
is likely to achieve the desired results.

Chapter 4: Set Your Course
No two plans are the same, but they all

follow similar routes to creation. This chap-
ter tells how to navigate the major steps, in-
cluding determining your personal goals
and objectives and how they figure in plan-
ning. It also provides a first, brief look at
the major plan elements: Executive Sum-
mary, Management, Product or Service, Mar-
keting, Operations, and Financial Data,
along with brief explanations of each. 

Introduction



Chapter 5: Match Game
You’re unique and, in all likelihood, so

is your plan. Plans differ among industries,
for one thing, and they also have different
purposes. You want to pick the general type
of plan that fits your needs and your com-
pany. This chapter explains how to do that
as well as presents descriptions of the ma-
jor types of plans, such as working plans,
miniplans, and presentations. 

Chapter 6: Sum It Up
The executive summary is the most im-

portant part of your plan. This chapter tells
you why and details exactly what should
go into a well-conceived summary. 

Chapter 7: Team Work
The section of your business plan where

you describe your management team is like-
ly to be one of the first readers turn to.
You’ll need to explain what each member
of your team does, how you plan to grow
it if necessary, and who your advisors are. 

Chapter 8: Announcing…
Most entrepreneurs really enjoy describ-

ing the products or services that are their
business’s reason for being. This chapter
tells how to channel that enthusiasm into
answering the questions investors and oth-
er plan readers most often ask. 

Chapter 9: Field Notes
Every business plan has to make clear

which industry the business operates in. In
this section you’ll describe the state of your
industry using market research, trend analy-
sis, and competitive factors to explain why
you picked this industry, whether it’s grow-
ing or shrinking, and what makes your com-
pany better.

Chapter 10: Marketing Smarts
No matter how great your products or

services are, if you don’t know how to per-

suade someone to buy them, your plan will
get short shrift. This marketing strategy
primer will tell how to employ the four P’s
of traditional marketing as well as prepare
a follow-up marketing plan for the next gen-
eration of products. 

Chapter 11: The Works
Operations is another area few entre-

preneurs have trouble mustering enthusi-
asm for. As usual, however, the entrepre-
neurial enthusiasm has to be directed at the
right targets if the plan is to achieve maxi-
mum impact on its readers. This chapter
tells how to write the operations section for
manufacturers, service firms and retailers,
with special considerations for each. 

Chapter 12: State Your Case
The most intimidating part of a business

plan for many entrepreneurs is the required
financial statements, including historical and
projected balance sheets, income statements
and cash flow statements. This chapter dis-
pels fears by clearly presenting explanations
of the major financial statements and ana-
lytical ratios, along with instructions on how
to prepare them and common pitfalls.

Chapter 13: Extra, Extra
Many plans have important information

that doesn’t fit into the major sections. This
chapter tells you what to consider for a
plan’s appendix, including employee re-
sumes, product samples, press clippings and
the like. 

Chapter 14: Looking Good
Good presentation can make a plan

shine. You need to pick the proper sta-
tionery, printing and design for your plan.
You need to make sure you use charts,
graphs and tables when appropriate, with-
out overdoing it. This chapter provides
straightforward tips for doing that, along
with hints on multimedia presentations and

Introduction

x



Entrepreneur Magazine’s

Creating A Successful Business Plan

xi

other elements of a plan package such as
cover sheets and cover letters. 

Chapter 15: Help Line
There is as much information and assis-

tance available on business plan writing as
any entrepreneur could hope for. This chap-
ter describes some of it, including software
for writing business plans, books and how-
to manuals, Web sites, trade groups and as-
sociations, business plan consultants, and
even business plan competitions.

Chapter 16: Netting Information 
The Internet has leveled the playing field

for business owners in the new millennium.
In the old days, it was difficult or even im-
possible to find business information that
would help your business succeed. Not any

longer, because the Internet has become a
wealth of information that is there for the
picking. Learn how you can take advantage
of the Internet to help your business succeed.

Appendices: Sample Business Plans
Here you will find sample business plans

for five very different types of businesses.
Everything from A to Z can be found in these
plans, which can be used in part or in whole
as models for your own business plan. 

The Government Listings appendix pro-
vides contact information for Small Business
Development Centers, Small Business Ad-
ministration district offices, and state economic
development departments across the country.

Scattered throughout the book you’ll find
various tip boxes. Each will provide use-
ful information of a different type:

Plan Pitfall
This box warns you of common

errors made by plan writers.

Buzzword
This box offers brief

definitions of terms you’ll run into in
the process of writing your plan.

Plan Pointer
This box offers advice on ways

to improve your plan.

Plan Of Action
Here we direct you

to sources for more information
and guidance.

Fact Or Fiction? 
Get straight answers to common

business plan questions.
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A business plan is a written description
of your business’s future. That’s all there
is to it—it’s a document that tells what you
plan to do and how you plan to do it. If
you jot down a paragraph on the back of
an envelope describing your business strat-
egy, you’ve written a plan, or at least the
germ of a plan.

Business plans can help perform a num-
ber of tasks for those who write and read
them. Investment-seeking entrepreneurs use
them to convey their vision to potential in-
vestors. Business plans may also be used
by firms that are trying to attract key em-
ployees, prospect for new business, deal
with suppliers, or simply understand how
to manage their companies better.

Having said that, there are some gen-
erally accepted conventions about what a
full-blown business plan should include

and how it should be presented. And if
you follow these conventions, you’re go-
ing to need an awfully big envelope to
fit it all on the back.  Basically, however, a
plan should cover all the important matters

that will contribute to making your
business a success. These general-
ly include the following:
❍ Your basic business concept. This
is where you discuss the industry,
your business structure, your par-
ticular product or service, and how
you plan to make your business a
success.
❍ Your strategy and the specific ac-
tions you plan to take to implement
it. Describe and analyze potential

customers: who and where they are, what
makes them buy, and so on.

❍ Your products and services and their
competitive advantages. Here is your
chance to dazzle them with good, solid
information about your products or serv-
ices and why customers will want to pur-
chase yours and not your competitors’.

❍ The markets you’ll pursue. Now you have
to lay out what your marketing plan is.
Keep it simple, short and to the point.

❍ The background of your management
and key employees. Having information
about key personnel is an important but
often overlooked portion of a good busi-
ness plan.

❍ Your financing needs. Spell it out in sim-
ple terms that everyone can understand.
Don’t cut corners hoping you’ll be able
to get other financing at the last minute

Chapter 1

Business Plan Basics
Why you absolutely need a business plan
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from other sources. Ask for what you will
need to be successful.
You’ll express most of this information

in words—in plain English, and the plain-
er the better. There also al-
most certainly will be a lot of

numbers in budgets and other financial re-
ports. Tables, graphs, drawings and photo-
graphs are not uncommon. A few plans in-
clude actual product samples. 

What else is in a good business plan?
Hopes, certainly, are there. Dreams, prob-
ably. Quite possibly there is passion. But
it’s worth noting now that none of these es-
sential motivators will have a high profile
in your business plan. They have to be there
for you to succeed in business, to be sure,
but few if any of the people who are like-
ly to read it are interested in your private
emotions about your business. 

A business plan is a place to stick to facts
instead of feelings, projections instead of
hopes, and realistic expectations of profit
instead of passion. Keep this in mind while
writing your plan and you have a better
chance of injecting it with perhaps the most
important component of all—credibility. 

HOW LONG SHOULD IT BE?
A useful business plan can be any

length, from that scrawl on the back of an
envelope to, in the case of an especially
detailed plan describing a complex enter-
prise, more than 100 pages. A typical busi-
ness plan runs 15 to 20 pages, but there is

room for wide variation from that norm.
Much will depend on the nature of your

business. If you have a simple concept, you
may be able to express it in very few words.
On the other hand, if you are proposing a
new kind of business or even a new in-
dustry, it may require quite a bit of expla-
nation to get the message across.

The purpose of your plan also deter-
mines its length. If you want to use your
plan to seek millions of dollars in seed cap-
ital to start a risky venture, you may have
to do a lot of explaining and convincing. If
you’re just going to use your plan for in-
ternal purposes to manage an ongoing busi-
ness, a much more abbreviated version
should do fine.

WHEN SHOULD YOU WRITE IT?
The fact that you’re reading this book

means you suspect it’s about time to write
a business plan. Odds are you are at or near
one of the many occasions when a busi-
ness plan will prove useful. 

One good time is when you are pick-
ing a new venture to pursue. A business
plan is a very good way to explore the fea-
sibility of a new business without actually
having to start it and run it. A good plan can
help you see serious flaws in your business
concept. You may uncover tough compe-
tition while researching the market section,
or you may find that your financial projec-
tions simply aren’t realistic. On the other
hand, a careful business plan
that doesn’t predict failure can
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Buzzword
Competitive advan-

tage is what makes you
different from and better than the
companies you are competing with.
Lower price, higher quality and bet-
ter name recognition are examples
of competitive advantages.

Buzzword
Business concept is a

term referring to the basic idea
around which you build your busi-
ness. For instance, FedEx is built on
the idea of overnight delivery, while
Amazon.com is based on the idea of
selling books over the Internet.
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be a rare comfort and motivator to proceed.
You are also likely to need a business

plan when you are seeking financing.
Bankers, venture capitalists, and other fin-
anciers rarely provide money without see-
ing a plan. Less sophisticated or less unbi-
ased investors, such as friends and family,
may not require a business plan, but they
probably deserve one. Even if you’re fund-
ing the business with your own savings,
you owe it to yourself to plan how you’ll
expend the resources you’re committing.

It’s also a good idea to realize that writ-
ing a business plan is not a one-time ex-
ercise. Just because you wrote a plan when
you were starting out or raising money to
get under way doesn’t mean you are fin-
ished. A business plan should be rewrit-
ten or revised regularly to get maximum
benefit from it. Commonly, business plans
are revised yearly.

WHO NEEDS A BUSINESS PLAN?
About the only person who doesn’t need

a business plan is one who’s not going into
business. You don’t need a plan to start a
hobby or to moonlight from your regular
job. But anybody beginning or extending a
venture that will consume significant re-
sources of money, energy or time, and that
is expected to return a profit, should take
the time to draft some kind of plan.

Start-Ups
The classic business plan writer is an en-

trepreneur seeking funds to help start a new
venture. Many great companies had their
starts on paper, in the form of a plan that
was used to persuade investors to put up
the capital necessary to get them under way. 

Most books on business planning seem
to be aimed at these start-up business own-
ers. There’s one good reason for that: As the
least experienced of the potential plan writ-
ers, they probably are most appreciative of
the guidance. However, it’s a mistake to
think that only cash-starved start-ups need
business plans. Companies and managers
find plans useful at all stages of their exis-
tence, whether they’re seeking financing or
trying to figure out how to invest a surplus. 

Corporate Managers
If you’ve ever held a managerial position

of any stature in a large corporation, you
know well the rounds of five-year, three-year,
annual, quarterly, and even monthly budg-
ets, forecasts, reports, analyses, and plans you
are expected to draft. Many large companies
employ sizable staffs that do nothing but plan
and assist others in planning, and sometimes
one round of planning seems to lead direct-
ly into the next, with precious little time for
actually implementing all the schemes.

Some people enjoy all this corporate pa-
perwork; others consider it a good argument
for entrepreneurship. Either way, it’s hard
to imagine running an organization that may
employ tens of thousands without careful
documentation and controls. Plans serve this
purpose in big companies, which is why
most business plans are written by em-
ployees, not entrepreneurs.

Established Firms Seeking Help
Not all business plans are written by multi-

national managers or starry-eyed entrepre-
neurs. Many are written by and for compa-
nies that are long past the start-up stage but

Fact Or Fiction? 
The typical image of a business

planner is an entrepreneur seeking to
lure investors to a hot start-up. But
most plans are not written by entre-
preneurs or even business owners.
Nor are they always seen by anyone
outside the company. They’re often
written by corporate managers for
corporate managers and are used for
internal planning and control.



also well short of large-corporation status.
Walker Group/Designs, for instance, was al-
ready well established as a designer of stores
for major retailers when founder Ken Walk-
er got the idea of trademarking and licensing
to apparel makers and others the symbols 01-
01-00 as a sort of numeric shorthand for the
approaching millennium. Before beginning
the arduous and costly task of trademarking
it worldwide, Walker used a business plan
complete with sales forecasts to convince big
retailers that promising to carry the 01-01-00
goods would be a good idea. It helped make
the new venture a winner long before the big
day arrived. “As a result of the retail support
up front,” Walker says, “we had over 45 li-
censees running the gamut of product lines
almost from the beginning.”

These middle-stage enterprises may draft
plans to help them find funding for growth
just as the start-ups do, although the
amounts they seek may be larger and the
investors more willing. They may feel the
need for a written plan to help manage an
already rapidly growing business. Or a plan

may be seen as a valuable tool to be used
to convey the mission and prospects of the
business to customers, suppliers or others.

HOW IMPORTANT IS
A BUSINESS PLAN?

Kodiak Venture Partners—a venture cap-
ital firm that invests in high-tech, early-stage
companies focusing on communications,
semiconductors and software—believes that
a business plan is very important. “The busi-
ness plan is an important tool in keeping
an early-stage company focused, but the
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Fact Or Fiction? 
Legend says FedEx founder Fred

Smith wrote the company’s business
plan as a term paper while he was a
student at Yale. Not so, says Smith. His
Yale paper outlined some possibilities
of a centralized package distribution
system but was far from a full-fledged
business plan.

No Plan, No Problem

When six Stanford University students started calling on venture capitalists look-
ing for money to fund an Internet start-up called Architext, they had only a rough out-
line for a company that would help people find information on the Internet. 

Yet the six were able to convince seasoned Silicon Valley venture capitalists that the
idea was sound. So sound, in fact, that co-founder Joe Kraus reports, “we raised

our first $3 million without a written business plan.

Kraus’ company went on to be renamed Excite Inc. and to be-
come one of the most successful of all Internet start-ups. Excite gar-
nered more financing and went public in 1996, raising $34 million
and making instant millionaries out of the six co-founders. 

This experience shows that there is an exception to every rule,
and also that if your idea is strong enough, you don’t need a lot of

complicated spreadsheets and market analyses to start your com-
pany.  However,  we can’t stress enough, you do need some sort of

business plan. 
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key is to use it in this way and not treat it
as a static item: produced once, polished,
and set on the shelf,” says Luciana Castro,
marketing director.

For the early-stage company, the business
plan is often viewed solely as a key part of
obtaining financing. A business plan that ef-
fectively helps the company obtain financ-
ing will clearly communicate the company’s
value, the customer problems solved by the
company’s product, and the important in-
vestments required to bring those products
to market. Focus on these items is critical to
the growth of a strong company, so a plan
that clearly articulates these items should
also be used in the management of the
growing company.

Jim Caruso, a partner at Telecom Alley
Inc., believes that the plan is the roadmap
to success. “But it also provides a sounding
board for assessing the viability of the ven-
ture,” he says. “The key point here is that
many ventures change direction. These
changes are based on the hard look at the

business that is provided by the business
plan. Therefore, the plan serves to correct
failings and set the new direction.”

A business plan’s importance differs
based on whether your venture is self-fund-
ed or outside-funded, such as from venture
capitalists (VCs). Whoever is involved, the
business plan provides an agreed-upon de-
scription of the venture’s strengths and
weaknesses, along with a course of action
to capitalize on the strengths and correct
any weaknesses. VCs bet on a management
team that is capable of creating a winning
venture, and this winning venture is de-
scribed in the business plan.

“A business plan is an opportunity to call
attention to flaws in your business expec-
tations,” says Donna Maria Coles Johnson,
founder and president of Handmade Toi-
letries Network in Bowie, Maryland. “If you
think there’s a market for your product, for
example, but you fail to conduct market re-
search or participate in business-planning
exercises, you could be in for a rude awak-

Cocktail Napkin Business Plan

Business plans don’t have to be complicated, lengthy documents. They
just have to capture the essence of what the business will do and why it will
be a success.

The business plan for one of the most sussessful start-ups ever began with
a triangle scrawled on a cocktail napkin. The year was 1971, Herb Kelleher
and Rollin King were formulating their idea for an airline serving Houston,
Dallas and San Antonio.  The triangle connecting the cities was their route
map—and the basis of the business plan for Southwest Airlines.

The two entrepreneurs soon expressed their vision for South-
west more fully in a full-fledged business plan and raised millions
in start-up capital to get off the ground.  Eventually, they went pub-
lic. Along the way, the airline expanded beyond the three cities to
include other Texas destinations and today flies coast-to-coast.

Southwest now serves 58 cities in 30 states with 2,700 flights daily and rev-
enues of $5.9 billion.  It’s the nation’s fourth-largest airline that specializes in
low-cost, no-frills, high-frequency service, which, if you just add some lines to
that original triangle, is the same strategy mapped out on that cocktail napkin.



ening when you try to sell your product.”
She believes that a business plan can pre-

pare you to do battle with your competitors
because it forces you to determine how you
will compete with them in advance. “You
may find that the market is so entrenched
that the start-up costs would be prohibitive,”
Johnson says. “It’s best to learn these sorts
of things early rather than later, saving time
and money in the long run. Preparing a busi-
ness plan also provides the business owner
with confidence. After researching a mar-

ket—gaining a full

understanding of the operational and fi-
nancial issues involved—a business owner
can enter a new venture with confidence
rather than fear.”

Ronald Peterson, president of Three Ar-
rows Capital in Bethesda, Maryland, thinks
that the business plan is the vehicle to
communicate with not only financing
sources but also partners, shareholders and
employees. “The business plan has become
an indispensable part of growing a mod-
ern business,” he says. “Not only does it
help to rationalize the process from pro-
duction to sales, but it can become a liv-
ing document that helps you make intel-
ligent and balanced decisions on a
day-to-day basis. Not to have a compre-
hensive, inclusive and current business plan
is pretty dumb.”

Centurion Consulting Group develops all
types of plans for new and ongoing nation-
al and international companies, including
strategic, business, marketing, growth, fi-
nancial, feasibility and operations plans. Bar-
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Plan Pointer
Check with your local Small

Business Development Center
(www.sba.gov) if you need help
developing your business plan.
Many colleges and universities
also have small-business experts 
available to lend a hand.

Pumping Up A Puny Plan

Jay Valentine doesn’t like business plans, doesn’t believe in them, and 
doesn’t write them for start-ups he’s involved in. “It’s ridiculous for a start-up to
make these plans and projections,” he says. Valentine prefers to wait until he’s
conferred with a number of customers and booked a few sales. Then he knows
how he’ll sell his product and what revenues are likely to be. 

But as CEO of InfoGlide Inc., a database technology start-up, Valentine was
responsible for coming up with a plan that would please the venture cap-
italists InfoGlide was asking several million dollars from to bring
the technology to market. So he wrote one. “It was maybe 15
pages,” says Valentine. “Just me writing about the company and
what we were trying to do.”

That wouldn’t please number-crunching venture capitalists, Valentine
knew. So he hired a consultant to prepare a five-year financial forecast. Then
he sent it in, sight unseen. “I never even looked at the financials,” he says. “But
it was thick—and that’s what the venture capitalists like to see.” Crazy? Maybe.
But the pumped-up plan landed $3 million from a big venture capital firm.
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bara Lewis, a consultant with the company,
also believes that a business plan is critical
to the success of a company. “Just like you
wouldn’t build a house without a blueprint,
you shouldn’t build a business without a
plan,” she says. “The company’s ‘big picture’
is the strategic portion of the plan, which in-
cludes the mission, vision, strengths, weak-
nesses, opportunities and threats. Other es-
sential elements of the plan include the
marketing analysis and strategy and the op-

erations and financial analysis and strategy.”
One of the basic problems that she sees

in plans is the market analysis. “Most plans
don’t define the market size, identify mar-
ket characteristics, or have a realistic as-
sessment of competitors,” she says. “Yet
the company’s marketplace is one of the
most important issues. Understanding the
market goes a long way toward develop-
ing a cogent strategy and comprehensive
tactical plan.”
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A business plan is almost essential for
entrepreneurs seeking to raise money to
help fund their companies. In fact, busi-
ness plans are so closely tied to fund-rais-
ing that many entrepreneurs look at them
as only suited for presenting to investors
and overlook the management benefits.
“We don’t have a formalized business plan,
mainly because we aren’t seeking capital,”
says Jeff Musa, president and founder of
Cutting Edge Software Inc. “You’re not go-
ing to refer to your business plan when
you’re going to make some microdecision
about the way your company’s running,”
he adds. “In a three-person company, we
sit down at a roundtable with a couple of
beers and make decisions.”

But for those entrepreneurs who are
seeking funding, a business plan accom-
plishes several things. First, it helps con-
vince potential sources of fund-
ing that the entrepreneur has
thought the idea through. It also
gives any actual investors a set of
financial benchmarks for which
the entrepreneur can be held ac-
countable. 

In a real sense, a business plan
is a ticket to enter the financial
dance. It would be oversimplistic
to say that you invariably must
have a plan to get funding. But it’s
not too simplistic to say that a good
plan will help you to raise your
funds more quickly, easily, and
more completely than you could
without it.

VENTURE CAPITALISTS
Venture capitalists represent the most

glamorous and appealing form of financing
to many entrepreneurs. They are known for
backing high-risk companies in the early
stages, and a lot of the best-known entre-
preneurial success stories owe their early
financing to venture capitalists.

When many entrepreneurs write a busi-
ness plan, obtaining venture capital back-
ing is what they have in mind. That’s un-
derstandable. Venture capitalists are asso-
ciated with business success. They can pro-
vide large sums of money, large amounts
of advice, and considerable prestige by
their mere presence. Just the fact that
you’ve obtained venture capital backing
means your business has, in their eyes, at
least, considerable potential for rapid and
profitable growth. 

Chapter 2
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Venture capitalists both lend to and make
equity investments in young companies.

The loans are often expen-
sive, carrying rates of up to
20 percent. They sometimes

also provide what may seem like very cheap
capital. That means you don’t have to pay
out hard-to-get cash in the form of inter-
est and principal installments. Instead, you
give a portion of your or other owners’ in-
terest in the company in exchange for the
VC’s backing. 

What Venture Capitalists Want
While venture capitalists come in many

forms, they usually have very similar goals.
The main similarities are that they want their
money back, and they want it back with a
lot of interest.

VCs typically only invest in companies
that they foresee being sold either to the
public or to larger firms within the next
several years. As part owners of the firm,
they’ll get their cash back plus interest
when that sale goes through. Of course, if
there’s no sale, or if the company goes
bankrupt, they don’t even get their initial
money back.

That’s exactly what happens with many
venture capital investments. The firms, de-
spite their promise, turn out to be unsuc-

cessful and produce a dead loss for their
investors. VCs aren’t quite the plungers they
may seem, however. They’re willing to as-
sume risk, but they want to minimize it as
much as possible. Therefore, they typical-
ly look for certain features in companies
they are going to invest in. Those include:
❍ rapid, steady sales growth
❍ a proprietary new technology or domi-

nant position in an emerging market
❍ a sound management team
❍ the potential to be acquired by a larg-

er company or be taken public in a
stock offering

RATES OF RETURN
Like most financiers, venture capital-

ists want the return of any funds they lend
or use to purchase equity interest in com-
panies. But VCs have some very special re-
quirements when it comes to the terms
they want and, especially, the rates of re-
turn they demand.

Venture capitalists require that their in-
vestments have the likelihood of generating
very high rates of return. A 30 percent to 50
percent annual rate of return is a benchmark
many venture capitalists seek. That means
if a venture capitalist invested $1 million in
your firm and expected to
sell out in three years with
a 35 percent annual gain, he
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Plan Pitfall
The catch with seeking venture

capital is that often you have to give
up a large portion of your company
to get the money. In fact, VC finan-
ciers so frequently wrest majority
control from the founding entrepre-
neurs and then oust them that they
are sometimes known as “vulture
capitalists.” But VCs come in all
sizes and varieties, and they aren’t
all bad or all good.

Plan Pitfall
Some VCs specialize in a field,

such as retail, biotechnology or
high-tech. Others have a regional
focus. But whatever his or her spe-
cial interests, almost any venture
capitalist will admit to desiring the
four basic characteristics of steady
growth, market dominance, sound
management, and potential for 
going public in an investment.
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or she would have to be able to sell the
stake for approximately $2.5 million. 

These are quite high rates of return com-
pared with the 6 percent or so usually of-
fered by U.S. Treasury instruments and the
10 percent historically returned by the U.S.
stock market. Venture capitalists justify their
desires for such high rates of return by the
fact that their investments are high-risk. 

Most venture capital-based companies,
in fact, are not successful and generate loss-
es for their investors. But venture capital-
ists gamble that their successes will out-
weigh their failures.

Cashing Out Options
Clearly, one of the key concerns of ven-

ture capitalists has to be the existence of
a way to cash out their investment. This is
typically done through a sale of all or part
of the company, either to a larger firm
through an acquisition or to the public
through an initial offering of stock. 

In effect, this need for cashing out options
means that if your company isn’t seen as a
likely candidate for a buyout or an initial
public offering (IPO) in the next five years
or so, VCs aren’t going to be interested.

Going Public
Some fantastic fortunes have been cre-

ated in recent years by venture-funded start-
ups that went public. Initial public offerings
of their stock have made multimillionaires,
seemingly overnight, of entrepreneurs such

as Marc Andreessen of Netscape Commu-
nications and Yahoo! co-founders Jerry Yang
and David Filo. Less obvious but equally
if not more important is the fact that the
same IPOs have made many millions for
the venture investors who provided early-
stage financing.

The stringent requirements for IPOs leave
out most companies, including those that
don’t have audited financials for the past
several years as well as those who oper-
ate in slow-growing or obscure industries
such as car washes or paper-clip manufac-
turing. And IPOs take lots of time. You’ll
need to add outside directors to your board
and clean up the terms of any sweetheart
deals with managers, family, or board mem-
bers as well as have a major accounting firm
audit your operations for several years be-
fore going public. If you need money to-
day, in other words, an IPO isn’t going to
provide it.

An IPO is also probably the most ex-
pensive way to raise money in terms of
the amount you have to lay out up front.
The bills for accountants, lawyers, print-
ing, and miscellaneous fees for even a
modest IPO will easily reach six figures.
For this reason, IPOs are best used to raise
amounts at least equal to millions of dol-
lars in equity capital. Venture capitalists
keep all these require-

Buzzword
Rate of return is

the income or profit earned by an
investor on capital invested in a
company. It’s usually expressed
as an annual percentage.

Fact Or Fiction? 
Many entrepreneurs dream of go-

ing public. But IPOs are not for
every firm. The ideal IPO candidate
has a record of growing sales and
earnings and operates in a high-pro-
file industry. Some have a lot of one
and not much of the other. Low
earnings but lots of interest, for in-
stance, characterizes many biotech
and Internet-related IPOs.



ments in mind when assessing an invest-
ment’s potential for going public.

Being Acquired
A much faster and more common way for

venture capitalists to cash out is for the com-
pany to be acquired, usu-
ally by a larger firm. An ac-

quisition can occur through a merger or by
means of a payment of cash, stock, debt or
some combination. 

Mergers and acquisitions don’t have to
meet the strict regulatory requirements of
public stock offerings, so they can be com-
pleted much more quickly, easily and cheap-
ly. And buyers will probably want to see au-
dited financials, but you—or the financiers
who may wind up controlling your compa-
ny—can literally strike a deal to sell the
company over lunch or a game of golf.
About the only roadblocks that could be
thrown up would be if you couldn’t finalize
the terms of the deal, if it turned out that
your company wasn’t what it seemed, or,
rarely, if the buyout resulted in a monopoly
that generated resistance from regulators.

Venture capitalists assessing your firm’s
acquisition chances are going to look for
characteristics such as proprietary technol-
ogy, distribution systems, or product lines
that other companies might want to pos-
sess. They also like to see larger, preferably

acquisition-minded, firms in your indus-
try. For instance, Microsoft, the world’s
largest software firm, frequently acquires
small personal-computer-software firms with
talented personnel or unique technology
that it desires. Venture capitalists looking at
funding a software company are almost cer-
tain to include an assessment of whether
Microsoft might be interested in buying the
company out someday.

Management Control
A very important consideration when

dealing with venture capitalists is their pen-
chant for Taking control. Many VC’s insist
on placing one or more directors on the
boards of companies they finance. And
these directors are rarely there merely to
observe. They frequently take an active role
in running the company.

VCs are also reluctant to provide fi-
nancing without obtaining majority or con-
trolling interest in the companies they back.
This can make them just as influential as
if they had a majority of the directors on
the board, or more so.

When Venture Capital Is An Option
Venture capital is something many en-

trepreneurs dream about. And it may be an
option for many companies at various stages
of their lives. Venture capital
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Buzzword 
Due diligence

refers to all the things an investor
should do to check out an invest-
ment. It has a legal definition when
applied to the responsibilities of fi-
nancial professionals such as stock-
brokers. In general, it includes such
things as requiring audited financial
statements and checking warehous-
es for claimed inventory stocks.

Plan Of Action
The National Associa-

tion of Certified Valuation 
Analysts is the trade group for 
people whose business is deciding
what businesses are worth. It can
help you find a valuation analyst as
well as learn the basics of figuring a
business’s worth. Contact NACVA at
(801) 486-0600, or visit them online
at www.nacva.com.
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is most often used to finance companies
that are young without being babies and
that are established without being mature.
But it can also help struggling firms as well
as those that are on the edge of breaking
into the big time.

Following are the major types and
sources of capital, along with distinguish-
ing characteristics of each:
❍ Seed money: Seed money is the initial

capital required to transform a business
from an idea into an enterprise. Venture
capitalists are not as likely to provide
seed money as some other, less tough-
minded financing sources, such as fam-
ily investors. However, venture capital-
ists will back seedlings if the idea is
strong enough and the prospects prom-
ising enough.

VCs are less likely to provide equity
capital to a seed-money-stage entrepre-
neur than they are to provide debt fi-
nancing. This may come in the form of
a straight loan, usually some kind of sub-

ordinated debt. It may also involve a pur-
chase of bonds issues by the company.  
Frequently these will be convertible
bonds that can be exchanged for shares
of stock. Venture capitalists may also pur-
chase shares of preferred stock in a start-
up. Holders of preferred shares receive
dividends before common stockholders
and also get paid before other share-
holders if the company is dissolved.

Seed money is usually a relatively small
amount of cash, up to $250,000 or so, that
is used to prove a business concept has
merit. It may be earmarked for produc-
ing working prototypes, doing market re-
search, or otherwise testing the waters be-
fore committing to a full-scale endeavor.

❍ Start-up capital: Start-up capital is fi-
nancing used to get a business with a
proven idea up and running. For exam-
ple, a manufacturer might use start-up
capital to get production under way, set
up marketing, and create some actual
sales. This amount may reach $1 million.

EZ VC

When you have a hot business concept that promises big things, sometimes
you can dictate terms to venture capitalists instead of them dictating to you. Be-
fore Yahoo! went public in 1996, the co-founders of the Internet directory serv-
ice provider sold 30 percent of the company to giant Japanese publishing con-
glomerate Softbank.

Yet even though Yahoo! founders Jerry Yang and David Filo—who at the time
were Stanford University graduate students—were running a brand-new business
concept in an unproven industry, they were able to strike a favorable deal with their
Japanese financiers. That was especially true, Yahoo! COO Dan Rosenweig says,
when it came to the matter of control.

Softbank came on board the Yahoo! train just a month before an IPO raised 
$35 million for the start-up. Yet despite Softbank’s sizable ownership share and the
inexperience of the co-founders, Softbank pretty much lets them run the company
the way they want to, Rosenweig says.

“They have no hands on [our] operation, save one board seat,” says Rosenweig.
“We have lots of discussions with Softbank, but at the end of the day they give us
the reins to run our own company.”



Venture capitalists frequently are en-
thusiastic financiers of start-ups because
they carry less risk than companies at the

seed-money stage but still

offer the prospect of the high return on
investment that VCs require.

❍ Later-round financing: Venture capital-
ists may also come in on some later
rounds of financing. First-stage financing
is usually used to set up full-scale pro-
duction and market development. Sec-
ond-stage financing is used to expand
the operations of an already up-and-run-
ning enterprise, often through financing
receivables, adding production capacity
or boosting marketing. Mezzanine fi-
nancing, an even later stage, may be re-
quired for a major expansion of profitable
and robust enterprises. Bridge financ-
ing is often the last stage before a com-
pany goes public. It may be used to sus-
tain a growing company during the often
lengthy process of preparing and com-
pleting a public offering of stock. 
Venture capitalists even invest in com-

panies that are in trouble. These turnaround
investments are riskier than start-ups and
therefore even more expensive to the en-
trepreneurs involved. 

When you get down to it, venture cap-
italists are likely to do almost anything and

to back almost any venture. That’s partly
because they don’t have the legal require-
ments of public offerings or the bureaucratic
overhead of bankers. It’s also because they
come in so many varieties themselves, from
well-established Wall Street firms, whose
money comes from pension funds, to
groups of what are essentially individual in-
vestors pooling their money to back what
they hope will be big winners.

VCs aren’t for everybody, but they pro-
vide a very important financing option for
many young firms. When you’re writing a
business plan to raise money, you may want
to consider venture capitalists and their
unique needs.

BANKERS
While venture capitalists may seem sex-

ier, far more successful businesses are fi-
nanced by banks than by VCs. Banks can
provide small to moderate amounts of cap-
ital at market costs. They don’t want con-
trol—at least beyond that which is exerted
in the covenants of a loan document. And
they don’t want ownership. Bankers make
loans, not investments, and, despite what
you may fear, as a general rule they don’t
want to wind up owning your company.

Bankers provide only debt financing.
That is, you take out a loan and pay it
back, perhaps in installments consisting
of principal and interest,
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Buzzword
Subordinated is a

term usually applied to a debt that
means the investor’s or lender’s
claim on the debtor’s assets comes
second to another person’s claim
should the debtor default on the
loan. Senior subordinated debt has
a claim before junior subordinated
debt. Preferred debt is the opposite
of subordinated; the investor or
lender gets first claim.

Buzzword
A balloon pay-

ment is a single, usually final,
payment on a loan that is much
greater than the payments preced-
ing it. Some business loans, for
example, require interest-only
payments the first year or two,
followed by a single large pay-
ment that repays all the principal.
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perhaps in payments of interest only, fol-
lowed by a balloon payment of the prin-
cipal. One of the nice things about debt

financing is that the en-

trepreneur doesn’t have to give up own-
ership of his or her company to get it. The
cost is clearly stated.

Another nice thing about loans is that the
bank can usually be counted on to want
minimal, if any, input into how the busi-
ness is run. Most of the time, as long as
you’re current on payments, you can do as
you like. Get behind, however, and you’re
likely to find a host of covenants buried
in your loan documentation. 

Loan covenants may require you to do
all sorts of things, from setting a minimum
amount of working capital you must main-
tain to prohibiting you from making certain
purchases or signing leases without ap-
proval from the bank. In fact, most bank
loans contain so many covenants that it’s
difficult for a borrower to avoid being tech-
nically in default on one or more of them
at a given time. 

Your loan officer is likely to ignore many
covenant violations unless you stop, or
seem likely to stop, making timely pay-

ments. Even then you’ll probably get a
chance to work out the problem. But if you
remain in violation, you may find yourself
declared in default in short order and the
bank may demand all its money immedi-
ately, perhaps seizing your collateral and
even forcing you to protect yourself by de-
claring bankruptcy. 

What Bankers Want
As with other financiers, a banker’s first

concern is getting the bank’s money back,
plus a reasonable return. To increase the
odds of this, they look for certain things
in the businesses they lend to. Those in-
clude everything from a solid explanation
of why you need the money and what
you’re going to use it for to details about
any other borrowing or leasing deals you’ve
entered into. 

Bank-loan applications can be pretty vo-
luminous, almost as long and complete as
a full-fledged business plan. Plans and loan
applications aren’t exactly interchangeable,
however. For instance, a banker may not be
too interested in your rosy projections of fu-
ture growth. In fact, when confronted with
the kind of growth projection required to
interest a venture capitalist, a banker may
be turned off. On the
other hand, a banker is
likely to be quite inter-

Buzzword
Turnaround is

the term used to describe a rever-
sal in a company’s fortunes that
takes it from near death to robust
health. For example, in the
1970s, Chrysler had to be bailed
out by the federal government.
Then in the 1990s, Daimler-Benz
bought the turned-around
Chrysler in what was at the time
history’s biggest industrial buy-
out. Some turnarounds are faster,
taking months or weeks. Some
never happen at all.

Plan Pitfall
It seems sensible to use as 

collateral the exact item you’re
borrowing money to buy. But
bankers often demand more be-
cause it may be impossible to sell
secondhand the item you’re 
buying for what you’ll owe on it.
So plan to use purchased equip-
ment for part of your collateral,
but be ready to offer more.



ested in seeing a contingency plan that will
let you pay back the loan, even in the event
of a worst-case scenario. The things a banker
will look for you to address are:
❍ Cash flow: One of the most convincing

things you can show a banker is the ex-
istence of a strong, well-documented flow
of cash that will be more than adequate
to repay a loan’s scheduled principal and

interest. Basically, you’re

going to have to show where you’re go-
ing to get the money to pay back what
you’re borrowing.

You’ll need more than a projection of
future cash flow, by the way. Most
bankers will want to see cash flow state-
ments as well as balance sheets and in-
come statements for the past three or so
years. And don’t forget your tax returns
for the same period. 

❍ Collateral: If you’re just starting out in
business, or if you’re dealing with a
banker you don’t know well, you’re un-
likely to be able to borrow from a bank
without collateral. (That’s doubly true if,
as is the case with many entrepreneurs,
both descriptions apply to you.) Collat-
eral is just something the banker can
seize and sell to get back some or all the
money you’ve borrowed in the event that
everything goes wrong and you can’t pay
it back with profits from operations. It

may consist of machinery, equipment, in-
ventory, or, all too often, the equity in
your home.

Bankers are trained to sniff out col-
lateral, naturally, because they want to
make loans. But it’s a good idea to take
the initiative here and propose something
that will be used if you suspect a banker
will require it. 

❍ Management ability: Bankers these days
like to stress the personal aspect of their
services. Many state that they are inter-
ested in making loans based on a bor-
rower’s character as well as his or her fi-
nancial strength. And in fact, the
borrower’s track record and management
ability are concerns for bankers evalu-
ating a loan application. If you can show
you’ve run one or more other companies
successfully, it will increase your chances
of landing a loan to get a start-up going. 

When Bank Financing Is Appropriate
Bank financing is most appropriate for

up-and-running enterprises that can show
adequate cash flow and collateral to serv-
ice and secure the loan. Bankers are less
likely to provide start-up money to turn a
concept, even a well-proven one, into a
business, and they are even less likely to
put up seed money to prove a concept.

Bankers are also sensitive to the term or
length of a loan. Most bank loans are of
short to intermediate term, meaning they are
due in anywhere from less than a year to
five years. A short-term loan may be for 90
days, to finance receivables so you can get
a big order out the door. A longer-term loan,
up to 20 years, may be used to purchase a
piece of long-lasting capital equipment.

Borrowing When You Really Need It
The old saw about bankers only lending

to people who don’t need to borrow is al-
most true. In fact, bankers prefer to lend to
companies that are almost, but not quite,
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Fact Or Fiction? 
Can you borrow money for 100

years? Most business loans are for less
than a year and, except for mortgages,
few loans are for more than a few
years. But some 19th-century railroad
companies and, more recently, Walt
Disney Co., have issued bonds not
slated to pay off for a century. Disney,
in fact, sold $350 million in 100-year
bonds in 1993.
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financially robust enough to pursue their
objective without the loan. Remember:
Bankers are lenders, not investors. Unlike,
say, a venture capitalist, who is taking an
equity position, they don’t get a higher re-
turn on their loan if you happen to be more
successful than expected. Their natural ten-
dency is to be conservative.

This is important to understand because
it affects how and when you will borrow.
You should try to foresee times you’ll need
to borrow money and arrange a line of
credit or other loan before you need it. That
will make it easier and, in many cases,
cheaper in terms of interest rates than if you
wait until you’re a needier and, in bankers’
eyes, less attractive borrower.

SMALL BUSINESS
ADMINISTRATION

Sometimes the government really does
want to help. The Small Business Admin-
istration (SBA) is a branch of the Depart-
ment of Commerce that truly is devoted
to helping small-business people. One of
its most valuable offerings is a set of fi-
nancial assistance programs that aim to help
you raise the money you need to get start-
ed and keep going.

There are more than a dozen SBA loan
programs, each with unique characteristics.
For instance, the Specialized Pollution Con-
trol Program is set up just to provide small
businesses with loan guarantees to fund the
planning, design or installation of pollution
control equipment. There’s also a microloan
program that helps businesses get loans for
as little as $100. The primary SBA financing
program, however, is the 7(a) Loan Guar-
anty Program. In fact, the pollution control
loan guarantee program, as well as sever-
al other special efforts for minority and
women-owned businesses, exporters and
veterans, is part of 7(a).

The SBA sometimes lends money di-
rectly to small businesses, but most of its
financing help is in the form of loan guar-
antees. That is, the SBA, using the full faith
and credit of the U.S. government, guar-
antees a lender will get back most—but
not all—of the money lent out, even if the
borrower can’t pay. A typical loan guar-
antee covers 80 percent of the loan. You
will find it easier to borrow money, and
usually get a lower finance rate, if you can
get an SBA guarantee. To do that, you need
to meet the SBA’s definition of a small busi-
ness and put up pretty much all the busi-
ness’s assets as collateral. Most banks han-
dle SBA-backed loans and can tell you
more about the programs. Or call your lo-
cal SBA office for information (see Ap-
pendix A for a state-by-state list-
ing of district offices).

Plan Pointer
Lenders look for borrowers exhibit-

ing the four C’s of credit: 
1. Character: What’s your reputation

and record? 
2. Capacity or cash flow: Do you have

sufficient cash flow to repay  
principal and interest? 

3. Capital: Does your business have 
enough capital to keep going if you
can’t pay the debt from earnings?

4. Collateral: Do you own something
valuable the banker can take if you
can’t pay the loan back?

Plan Of Action
When looking for

sources of financing go to Entre-
preneur’s Web site www.entrepre-
neur.com/bestbanks or try www.
sba.gov/advo/stats/lending and
check out their up-to-date listing
of best banks for entrepreneurs.



Other Ways To Borrow Money
Banks and venture capitalists aren’t the

only lenders around. Lending, rather than
that other activity, may in fact be the old-
est profession, and through the ages a be-
wildering variety of ways to borrow have
come into being. People have financed new
or growing ventures through everything
from cash advances on personal credit cards
to borrowing from friends.

Corporate Bonds
There are two kinds of debt financing:

straight loans, like those you get from a
bank, and bonds. Bonds give you a way to
borrow from a number of people without
having to do separate deals with each of
them. If you need to borrow $500,000, for
instance, you can issue 500 bonds in $1,000
denominations. Then you can sell those
bonds to anyone who’ll buy them, includ-
ing family, friends, venture capitalists and
other investors.

Corporations use a bewildering variety
of bonds for financing their businesses, but
the most common type simply calls for you
to pay a stated amount of interest on the
face amount for a certain period. After that
time, usually five years, you pay back the
face amount to the buyer. 

Bonds give you the great

advantage of being able to set the interest
rate and terms and amount you’re trying to
raise instead of having to
take whatever a lender
offers. The problem with

bonds is that they are regulated similarly to
public stock offerings. So although they’re
widely used by big companies, very few
small companies issue them.

Trade Credit
You don’t need a loan application, per-

mission from the Securities and Exchange
Commission, or even a note from your
mother to take advantage of one of the most
useful and popular forms of financing
around—that is, trade credit, the credit ex-
tended to you by suppliers who let you buy
now and pay later.

You can measure the amount of trade
credit you have outstanding by simply
adding up all your accounts payable, or
the amount of unpaid bills on your desk.
Any time you take delivery of materials,
equipment, or other valuables without
paying cash on the spot, you’re using
trade credit.

For many businesses, trade credit is an
essential form of financing. For instance, a
clothing store owner who receives a ship-
ment of bathing suits in April may not have
to pay for them until June. By that time she
can hope to have sold enough of the suits
to pay for the shipment. Without the trade
credit, she’d have to look to a bank or an-
other source for financing.
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Buzzword
Factoring is the

flip side of trade credit. It’s what
happens when a supplier sells its
accounts receivables to a financial
specialist, called a factor. The factor
immediately pays the amount of the
receivables, less a discount, and 
receives the payments when they
arrive from customers. Factoring is
an important form of finance in
many industries.

Plan Pitfall
Be careful how much you plan

to rely on trade credit. It can be ex-
pensive. When all is said and done,
you could end up paying as much
as 36 percent in annual interest.
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OTHER INVESTORS
When you’re looking for money, it may

seem that investors are as scarce as hen’s
teeth. But the real problem may be that
you’re not looking in enough places for po-
tential financiers. You may find investors as
close as your immediate family, and as far
away as the other side of the country.

Investors come in many shapes and sizes,
as well as with various needs and inten-
tions. Odds are you can find someone to
help you with your business’s financing
needs if you cast your net wide enough.

Family And Friends
The most likely source of financing are

the people closest to you. Spouses, parents,
grandparents, aunts, uncles and in-laws, as
well as friends and colleagues, have rea-
sons to help you that arm’s-length finan-
ciers lack For that reason, they may back
you when no one else will.

Willingness to take a risk doesn’t make
family and friends foolish investors, how-
ever. Money from family and friends had
backed many a successful business venture. 
Here are a few:
❍ Albertson’s Inc.: Co-founder Joe Albertson

borrowed $7,500 from his aunt to get his
$12,500 contribution to
the partnership that be-
gan the grocery store.

❍ Pizza Hut Inc.: Co-founders Frank and
Dan Carney borrowed $600 from an in-
surance fund left by their late father to
start the pizza chain.

❍ Eckerd Corp.: Jack Eckerd raised $150,000
from family members to purchase three
failing Florida drugstores, the cornerstone
of a company whose sales would one
day top $9 billion a year.
Family and friends may not be able to

raise millions of dollars, but they can pro-
vide long-term financing to highly specu-
lative endeavors that more mainstream fin-
anciers wouldn’t touch. 

If you’re financing your venture with fam-
ily money, you may think all you need is a
smile and a polite request to raise what you
need. In the short term, that may work and
produce the funds you need. But over the
long term, even family-financed enterprises
will benefit from having a business plan.

A business plan sets out in writing the ex-
pectations for the company. It shows fami-
ly members who are putting up the money
what they can expect for their contribution.
And it helps keep the entrepreneur—you—
mindful of responsibilities to family mem-
bers who backed you and on track to ful-
fill your obligations.

Angel Investors
If you are having trouble getting fund-

ing for your venture under the right terms,
or under any terms at all, you’ll be glad to
know about the existence of angels in the
investment world. Angels are individuals

Fact Or Fiction? 
Think Daddy’s money is no way to

start a business? Consider that Eddie
Bauer had to have his father co-sign a
$500 loan to open his first tennis shop in
Seattle. Spiegel purchased Bauer’s cata-
log operation in 1988 for $260 million.

Plan Pitfall
Family members offer tempting

capital sources. But emotions can
interfere with judgment when deal-
ing with relatives and can lead to
hurt feelings as well as possible
lawsuits and other entanglements.
Minimize the risk of misunder-
standing by fully documenting in-
terest rates, terms, and other details
for loans and equity investments
from family.



who invest their own money as opposed
to institutions or professional money man-
agers, who invest other people’s money.
Many angels are well-off professionals,
such as doctors and lawyers. Others are
successful small business owners who have
made a bundle with their own entrepre-
neurial efforts and are now interested in
letting their money work for them in some-
one else’s venture.

Since angels invest their own money, you
might think they were the most discrimi-
nating, difficult-to-please investors of all.
But nothing could be further from the truth.
They are, as a rule, much more willing to
take a flier on a risky, unproven idea than
are more sober professional investors and
lenders. In fact, angel investors are so well-
known for backing shaky ventures that
some experts feel the very sight of well-
heeled doctors or dentists in the vicinity
suggests that an investment is likely to fail.

In addition to being willing to go with
unproven ideas, angels are also more open
to seat-of-the-pants business plans. They
don’t usually require even a fraction of the
documentation that a more demanding in-
vestor, such as an institutional venture cap-
italist, does. This sometimes means, of
course, that they get into businesses that

aren’t well-thought-out or that have faulty
underlying structures.

Another common characteristic of angels
is that they usually are friends, acquain-
tances, colleagues, relatives, or in some oth-
er way are tied to you in an informal, per-
sonal way. One reason for that is that angels
don’t generally advertise their existence,
certainly not in the way a bank might with
a newspaper ad or billboard on the free-
way offering loans. Another reason is that
angels are usually swayed more by personal
concerns than by financial ones. They may
hope to make a killing, but they’re really
investing in your enterprise because they
like and believe in you. With professionals,
that attitude is uncommon and suspect
when it crops up. 

The angel investment community is get-
ting more sophisticated in recent years.
ACE-Net, for example, is an electronic net-
work of angel investors sponsored by the
SBA. It helps angel investors and small busi-
nesses seeking capital meet online, turning
the informal angel investment community
into a 21st century Internet-based securities
listing service. Learn more about ACE-Net
by contacting the SBA at (800) 8-ASK-SBA,
or visit the ACE-Net Web site at
http://acenet.csusb.edu.

You may be an appropriate vehicle for
angel investors if you have been unsuc-
cessful at finding financing elsewhere, yet
you still have a valid busi-
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Fact Or Fiction? 
The term “angel in-

vestor” sounds like it was bestowed by
a happy entrepreneur whose venture
was saved by the arrival of one of these
well-heeled, risk-welcoming investors.
Actually, however, the term comes from
the theater, where the label was applied
to backers who rescued shows that no
one else was willing to finance.

Plan Pointer
If you’re after angels, it’s in your

interest to guard their interests. 
Unsophisticated angels may, for 
instance, give you money without
specifying exactly what, such as 
percentage of ownership, they’re 
buying. Such angels can be taken
advantage of. But you may want
more help someday. So make it 
legal, make terms clear, and take
care of their interests as well as 
your own.
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ness concept. Angels are, above all else, un-
conventional. If 20 banks turn you down,
chances are the 21st will, too. That’s be-
cause all bankers have pretty much the
same training and use the same formulas
and requirements to evaluate loans—with-
in broad guidelines, of course. Most angels,
on the other hand, have no training what-
soever in evaluating business ideas. If 20
angels turn you down, it doesn’t mean a
thing. Until you’ve gone through the last
name in your Rolodex, you still have a
chance of landing an angel backer.

You may also fit angel guidelines if you

don’t need a whole lot of money. Institu-
tional venture capitalists can, by pooling
the funds of several different groups, raise
vast sums. It’s not unheard of for venture
capitalists to invest nine-figure sums—more
than $100 million—in relatively new, un-
proven ventures. Even Bill Gates or Warren
Buffett is unlikely to feel comfortable sink-
ing that kind of money into anything un-
certain. Your angel’s capacity will vary, of
course, but few angels can come up with
more than a few tens of thousands of dol-
lars, at least at the outset. If you need more,
you may need more than one angel.

A Pie-Eyed Plan

Gordon Weinberger of Londonderry, New Hampshire, likes to call himself the
6-foot, 9-inch Pie Guy. A better name for the founder and CEO of Top of the Tree
Baking Co. might be the dollar-at-a-time guy. 

Weinberger started his company as a bakery, making and marketing
all-natural apple and other pies. After a few years, he decided he
needed to concentrate on the marketing alone, and he contracted
out the manufacturing of the pies to larger commercial bakeries.
The only problem was, it would take money to reposition his
company from being a manufacturer to being a marketer of al-
ready-cooked pies. So he took to the road in a gaudily painted school
bus. He traveled to spots as disparate as Aspen, Colorado, and wealthy Con-
necticut suburbs in search of the haunts of the rich and investment-minded. When
he rolled up, he presented his business plan and asked for backers.

By the time he pulled out his thumb, Weinberger had raised several hun-
dred thousand dollars, primarily in small amounts. And he was well on the way
to a successful restructuring of his 10-person company.
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There are few things to equal the sen-
sation of filling in all the numbers on a cash
flow projection, hitting the recalculate but-
ton, and scrolling to the bottom of your
spreadsheet to see what the future holds.
If the news is good and you see a steady
string of positive cash balances across the
bottom row, you know that, assuming your
data is good and your assumptions rea-
sonable, your business has a good chance
of making it.

Lisa Angowski Rogak is an entrepreneur
who has started several newsletters in much
the same way. She devised a plan focus-
ing on marketing strategy and cash flow
projections to see if she could come up

with a way to sell the newsletters while
keeping her bills paid. She then prepared
a sample issue to be used in a direct mail
and publicity campaign. “Planning is the
key to the success of your newsletter,” says
Rogak, whose latest venture is Williams Hill
Publishing. “It’s the single most important
thing you can do to ensure the success of
your newsletter.”

That’s the kind of encouragement that
helps entrepreneurs persevere, whether they
have an existing concern that’s hitting a
rough spot or a start-up concept that no-
body else seems to believe in. Numbers can
lie, of course, and nobody can create a
spreadsheet that really tells the future. But

Chapter 3

The Big Picture
Now that you have a plan,

what do you do with it?
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evaluating financial data is to entrepre-
neurship what evaluating lab results is to a
medical doctor. If your vital signs are good,
odds are your future will be as well.

But what if the odds don’t look so fa-
vorable? What if the first pass through your
cash flow projection or income pro formas
contains more red than a fire station paint
locker? Sure, you can go back and look for
an error or an overly pessimistic or con-
servative assumption. You can even try al-
tering a few of the inevitable numbers that
you really have no way of estimating ac-
curately to see where the pressure points
are, if nothing else.

But what if you do that, even pushing
your alterations past the point of credibili-
ty, and your plan still doesn’t make sense?
Well, in that case, you’ve probably done
yourself the really big favor of finding out
something isn’t going to work before you
sink your money into it. Nobody knows ex-
actly how often this happens, but it’s safe
to say that a lot of businesses are never at-
tempted because the plan convincingly says
that they shouldn’t be.

Is that bad? Well, it may feel bad. But
think how much worse you would feel if
you went ahead with the venture and
things turned out as the plan forecast. Busi-
ness planning is a powerful tool for eval-
uating the feasibility of business ventures.
Use it.

Do The Numbers Add Up?
Many businesses fail because of events

that are impossible to foresee. If you’d be-
gun a car dealership specializing in yacht-
sized gas guzzlers right before the Arab oil
embargo in the 1970s, you would be in the
same position as a driver heading at 100
miles per hour into a brick wall—through
no fault of your own. The same might go
for a software start-up that comes out with
a new program just before Microsoft unveils
a top-secret, long-term development effort

to create something that does the same job
for a lot less money. 

It’s probably not a bad idea, as part of
your business planning process, to try to in-
clude some information about the activities
or intentions of the potential embargos and
Microsofts in your business plan. If nothing
else, crafting a scenario in which the un-
thinkably awful occurs may help you to deal
with it if it does. But some things are just
wild cards and can’t be predicted. For these
you just have to trust the luck of the draw.

So what numbers have to add up? Cer-
tainly you have to be selling your products
and services at a profit that will let you sus-
tain the business long-term. You’ll also have
to have a financial structure, including
payables and receivables systems and fi-
nancing, that will keep you from running out
of cash even once. Depending on whether
you have investors who want to sell the com-
pany someday, you may need a plan with a
big number in the field for shareholders’ eq-
uity on the projected balance sheet.

When you’re asking yourself whether
the numbers add up, keep the needs of
your business and your business partners,
if you have any, in mind. Even if it looks
like it’ll take an air strike to keep your busi-
ness from getting started, you don’t want
to do it if the numbers say that long-term
it’s headed nowhere.

Where Are You Going?
Your partners aren’t the only ones

whose concerns should be addressed in
your plan. You also need to think of what
you want and whether your plan’s find-
ings suggest you’ll get it. For instance, say
you desire above all else the feeling of
freedom from control by other people. If
your plan shows that you’ll have to take
on several equity partners, each of whom
will desire a chunk of ownership, you may
need to come up with a business whose
capital needs are not so intensive. 
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Or let’s say you really want a company
that will let you do your work and get home
at a reasonable hour. The only problem is,

your business plan re-
quires you to squeeze
your labor costs down so

much, you’re going to be doing the work
of two people. Again, whether or not this
business survives and prospers, it may not
be a winner for you if the plan shows it
won’t take you where you want to go.

MONITOR YOUR PERFORMANCE
Nothing ever succeeds as planned, the

saying goes, and it’s true enough to use as a
working principle for business planning. A
typical plan consists of thousands of words,
numbers, formulas and assumptions. Many
of these are of considerable importance to
the eventual outcome of your business. 

A seriously out-of-tune prognostication,
or even a typographical error in entering
a formula or number, may be enough to se-
riously damage your business somewhere
down the line. The same can be true of a
number of slightly off-track assumptions or
data findings. When you add it all up, you
can’t speak in terms of more than proba-
bility about the place you think your busi-
ness will be in a year or so. Some cynics
would insist that the only thing you can be
sure of is that you won’t be exactly where

you plan to be. Actually, it’s not that easy.
You may run according to plan, but there’s
an excellent chance you won’t.

Using a business plan to monitor your
performance has several benefits. If your
cash flow is running much shorter than pro-
jected at the moment, even though you’re
not currently in trouble, it may help you to
spot eventual disaster before it occurs. You
may also, by comparing plan projections
with actual results, gain a deeper under-
standing of your business’s pressure points
or the components of your operation that
have the most effect on results.

Spotting Trouble Early
A teenager taking driver’s education is

told to look through the rear window of the
car in front to try to see the brake lights on
the vehicle ahead of that one. The idea,
of course, is that if the novice driver waits
until the car immediately ahead slams on
the brakes, it may be too late to stop. Look-
ing forward, past the immediate future,
helps traffic move more smoothly and averts
countless accidents.

The same principle applies in business
planning. You don’t have to be a wizard
to get some solid hints about the future be-
yond tomorrow, especially when it comes
to the operations of your own business.
(As we’ve pointed out, it’s tougher to know
what’s going to happen in the outside
world.) You can look at virtually any page
of your business plan and find an impor-
tant concept or number describing some
expected future event that, if it turns out
to be diverging from reality, may hint at
future trouble.

Say your profit margins are shrinking
slowly but steadily and seemingly irre-
versibly. If you can see that within a few
months your declining margins will push
your break-even point too high to live with,
you can take action now to fix the prob-
lem. You may need to add a new, higher-

Plan Pitfall
Caveat time. The fact that your

business is unlikely to perform ex-
actly as planned is no reason to
skip planning! A plan isn’t worthless
just because it doesn’t present the
future with perfect accuracy. At
worst it can help you monitor how
reality is stacking up to your plan. If
your plan seems way off base, you
may need a fix—or another plan.



margin product, get rid of an old one, or
begin stressing marketing to a more prof-
itable clientele. All these moves, and many
more you could take, have a good chance
of working if your careful comparison of
plan projections with actual results warns
you of impending danger. Wait until the last
minute, and you could be peeling your-
self off the windshield.

Understanding Pressure Points
Not all tips that come from comparing

plans with results have to do with avoid-
ing danger. Some help you to identify prof-
it opportunities. Others may show how
seemingly minor tweaks can produce out-
sized improvements in sales or profitability.
For example:

The plan for a one-person professional
service business indicated that rising sales
were not, in general, accompanied by ris-
ing costs. Fixed items such as office rent
and insurance stayed the same, and even
semivariable costs such as phone bills went
up only slightly. The bulk of any extra busi-
ness went straight to the bottom line, show-
ing up as profit improvement. But one cost
that didn’t seem especially variable went up
sharply as business volume climbed. That
was the number of transactions. 

Ordinarily this would be a given and not
necessarily a matter of grave concern. A
large enterprise would simply hire a few
more modestly paid customer service reps,
credit department staff members, or book-
keepers to handle the added order forms,
invoices and the like. For this single pro-
fessional, however, added paperwork came
at a very high cost—her own time.

Somehow, in her projections of steadi-
ly rising sales volume, she’d neglected to
note that more business meant more in-
voices to be sent out, more account state-
ments to be mailed, more slow payers to
be reminded, and, even when the money
came in quickly, more deposit slips to be

filled out, checks to be endorsed, and trips
to be taken to the bank. All this work, while
not necessarily unpleasant (especially the
check-cashing part), was taking up more
and more of her time.

As a part of checking her plan against
results, she noticed this unexpected increase
in transactions and figured out what it
meant. Calculating that, taking all paper-
work into account, she spent around an
hour on each transaction no matter how
large or small it was, she realized that one
of the most important pressure points in her
business was related to the size of a trans-
action. By refusing small engagements and
seeking clients who could offer big jobs,
she would reduce the amount of time spent
on otherwise unproductive paperwork and
increase the time she could spend com-
pleting client requirements.

Ultimately, she was able to trim what had
been 100 annual transactions down to 75,
even while increasing the amount of her
dollar revenue. The result was a free 25
hours to spend working on more business
or just vacationing. If you can see and re-
lieve a pressure point like that you can re-
ally keep your business from boiling over.

ATTRACTING GOOD PEOPLE
It takes money to make money, sure, but

it also takes people to make a company.
That is, unless you’re a one-person com-
pany, and sometimes even then, a plan can
be an important part of your effort to at-
tract the best partners, employees, suppli-
ers and customers.

Prospective Partners
Partners are like any other investors, and

it would be a rare one that would come on
board without some kind of plan. Partners
want to know your basic business concept,
the market, and your strategy for attack-
ing it; who else is on your team; what your
financial performance, strengths, and needs
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are; and, basically, what’s in it for them.
Luckily, these are exactly the same ques-
tions a business plan is designed to address,
so you’re likely to please even a demand-
ing prospective partner by simply showing
him or her a well-prepared plan. 

One difference: A plan probably won’t
contain the details of a partnership agree-
ment. And you’ll need one of these to spell
out the conditions of your partnership, no
matter how well you and your prospec-
tive partner know, understand, and trust
one another.

Prospective Employees
Although employees may not be making

cash contributions to your business, they’re
making an investment of something equal-
ly important—their own irreplaceable time.
The kinds of employees you probably want
are careful, thorough, good at assessing
problems and risks, and unwilling to leap
into hazardous waters. As it happens, these
are just the kind of people who are going
to want to see a written plan of your busi-
ness before they come on board.

Now, it’s not going to be necessary, if
you’re running a restaurant, to show your
full business plan to every waitperson or
assistant dishwasher who fills out a job ap-
plication. It’s the most desirable employ-

ees—the talented technologists,
the well-connected salespeople,

the inspired creative types, and the grizzled,
seen-it-all managers—who are most likely
to feel they can and should demand to see
details of your plan before they cast their
lot with you. So even if you don’t show
your plan to more than a few prospective
employees, when you need it, you may re-
ally need it bad. Make sure you’re ready
when a promising but inquisitive job can-
didate shows up at your doorstep.

Another thing: As we’ve pointed out, not
all businesses have plans. So by having
one, you’ll be making yourself a more de-
sirable employer.

Suppliers And Customers
Increasingly, companies large and small

have been trying to trim the number of sup-
pliers and customers they deal with and de-
velop deeper and stronger relationships
with the ones they keep. An essential part
of this is getting to know more about ex-
isting and prospective vendors and clients.
So don’t be surprised if one day, when
you’re trying to set up a new supplier re-
lationship or pitch a deal to a big compa-
ny, the person you’re negotiating with asks
to see your business plan along with your
order or price sheet.

Why do suppliers care about business
plans? Suppliers only want to sell to people
who can pay, which is one important rea-
son a new supplier is likely to want to see
your business plan before taking a big or-
der. Remember, if a supplier is selling to
you on credit—letting you take delivery of
goods and pay for them later—that suppli-
er is in effect your creditor. Suppliers who
sell for other than cash on delivery have the
same legitimate interest in your business’s
strategy and soundness as a banker.

Suppliers are also interested in doing
business with the same companies over and
over. If you want to be successful, you
probably will take much the same attitude,
because far and away the best customers

Plan Of Action
The Employee Benefit

Research Institute (EBRI) conducts
regular studies and surveys to find out
what employees want and what em-
ployers are giving them. To learn
more about what benefits you should
offer to attract the best, contact EBRI
(202) 659-0670, or visit them online at
www.ebri.org.



are long-time customers. It’s easier to sell
to someone you’ve sold to before and eas-
ier to satisfy someone you’ve satisfied be-
fore. That’s one of the reasons for identify-
ing and targeting market niches and
building and sticking to core competencies. 

There are some exceptions to the rule
about the extreme desirability of repeat cus-
tomers, such as in the case of a gas station
on an interstate freeway, where most of
its customers are only passing by and may
never visit again. But doing what you’re best
at and selling to people you know you can
sell to is a good recipe for success.

One way suppliers can find the best cus-
tomers is to simply sell to everybody and
see what happens. The customers that last
over time will turn out to have been good

bets, while those who place an order and
are never heard from again will be less valu-
able. But a better approach is for a com-
pany to try to figure the typical character-
istics of its longest-lived customers, then
find more customers like them. 

Say a supplier’s analysis of customer
records shows it has a knack for develop-
ing long-term profitable relationships with
moderate-sized companies that emphasize
excellent service, price at a premium lev-
el, and stock only the best merchandise.
Business plans provide all the information
such a company will need to find and clone
its best customers. So if a supplier asks to
see your plan, be willing to share it. It
could be the start of a long and mutually
beneficial relationship. 
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Fitting With Ford

The automobile industry provides one of the clearest examples of the extent
to which big companies are trying to cut the number of suppliers they do busi-
ness with. Ford Motor Co. has gone especially far in reducing the number of its
suppliers. “In one of our vehicles, we now have one overall supplier, plus four
other suppliers, for a total of five,” says C.W. Graning, procurement strategy
manager for purchasing and supply development and strategy at Ford. “In the
past, we had 27.”

When you look at the bigger picture, it’s even more startling. In 1983, Ford had
more than 1,800 suppliers. By 1993, it had 825. By 1998, the number had shrunk
to 600. What that means for the losing suppliers, of course, is that they had to re-
place the sales to the Dearborn, Michigan, giant or perish. 

But for those who made the cut, they got even more business from Ford than
before. How did they pass Ford’s muster? The answer is by fitting into Ford’s man-
agement system. That means lots of reports, lots of analysis, and lots of planning.
In fact, a comprehensive business plan describing how the supplier will work with
Ford in every aspect of the supplier-customer relationship, is one of the key cri-
teria of the automaker in selecting companies to become its long-term
bosom buddies.

It’s not exactly going with the low bid, but for those
who have the ability to prepare convincing plans, seek-
ing business from big companies that are cutting the
number of their suppliers can be rewarding indeed.
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Customers And Business Plans
Why should a customer care about your

business plan? Shouldn’t it be enough that
your price, product and service are good
enough to win his or her business? Not nec-
essarily. These days customers, too, are in-
terested in developing strategic relationships.
They want fewer suppliers and better ties
to those they have. That can be good—if
you’re one of the suppliers who gets picked,
you can expect a lot more business than be-
fore. But to play in this game, you have to
be willing to share more information than
may be contained in a sales brochure.

Customers are likely to be concerned
about how well your respective strategies
fit together. For instance, say your mission
statement says that you intend to produce
the best-in-the-world example of your prod-
uct no matter what the cost. Your customer,
meanwhile, is a high-volume, low-price re-
seller of the type of products you make.
Even if, for some reason, your offering fits
the customer’s need this time, odds are
good that the relationship won’t work out
over the long haul. If, on the other hand, a
look at your business plan reveals that your
companies share the same kind of strate-
gies and have similar objectives in type if
not scope, it’s an encouraging sign.

WHAT A BUSINESS PLAN
CAN’T DO FOR YOU

The author of a book on business plans
is likely to dream up a lot of benefits to writ-
ing one. And a business plan can, in fact,
do a lot for you. But it would be a disserv-
ice to claim that a good business plan is all
you need to succeed. Even a perfectly
planned business can fail if fortune fails to
smile on it. 

Predict The Future
It may seem dishonest to say that a busi-

ness plan can’t predict the future. After all,
isn’t that what a plan is supposed to do?

What are all those projections and forecasts
if not attempts to predict the future? There
is a difference, however, even if it is sub-
tle. That difference is mainly determined
by the degree to which you believe in
those projections.

The fact is, no projection or forecast is
really a hard-and-fast prediction of the fu-
ture. It’s simply an attempt to show what
will happen if a particular scenario occurs.
That scenario has been determined by your
research and analysis to be the most like-
ly one of the many that may occur. But it’s
still just a probability, not a guarantee. 

While you’re running your business dur-
ing the future period that is covered by your
plan, you’ll need to keep in mind that your
sales forecasts, market trends and other pro-
jections are merely likely, not certain, to oc-
cur. Stay alert to events that may change the
odds, and adjust your expectations ac-
cordingly. If the scenario starts looking as
if it will probably play out a lot differently
than you expected, you may need to go
back and rework your plan to figure out a
way to deal with it.

Guarantee Funding
There are all kinds of reasons why a ven-

ture capitalist, banker or other investor may
refuse to fund your company. It may be that
there’s no money to give out at the moment.
It may be that the investor just backed a
company very similar to your own and now
wants something different. Perhaps the in-
vestor has just promised to back her broth-
er-in-law’s firm or is merely having a bad
day and saying no to everything that cross-
es her desk. The point is, the quality of your
plan may have little or nothing to do with
your prospects for getting funded by a par-
ticular investor.

But what about the investment commu-
nity as a whole? Surely if you show a well-
prepared plan to a lot of people, someone
will be willing to back you. Again, not nec-



essarily. Communities, as well as people,
are subject to fads, and your idea may be
yesterday’s fad. Conversely, it may be too
far ahead of its time. The same is true of
the availability of funds. At times, banks
everywhere seem to clamp down on lend-
ing, refusing to back even clearly superi-
or borrowers.

By all means, do the best job you can on
your plan. And send it to prospective in-
vestors with confidence. But don’t consid-
er it a guarantee of funding. As a rule, you
can only count on funding when the mon-
ey has been deposited to your account. 

Raise All The Money You’ll Need
Even if you are successful in finding an

investor, odds are good that you won’t get
quite what you asked for. There may be a
big difference in what you have to give up,
such as majority ownership or control, to get
the funds. Or you may simply find you can’t
snare as large a chunk of cash as you want.

In a sense, a business plan used for seek-
ing funding is part of a negotiation taking
place between you and your prospective fi-
nancial backers. The part of the plan where
you describe your financial needs can be
considered your opening bid in this nego-
tiation. The other information it contains,
from market research to management bios,
can be considered supporting arguments.
If you look at it in that way, a business plan
an excellent opening bid. It’s definite, com-
prehensive and clear. 

But it’s still just a bid, and you know what
happens to bids in negotiations. They get
whittled away, the terms get changed, and,
sometimes, the whole negotiation breaks
down under the force of an ultimatum from
one of the parties involved. Does this mean
you should ask for a good deal more than
you need in your plan? Should you, for ex-
ample, expect to follow some sort of halve-
the-difference strategy with financiers who
don’t want to pony up all you’re asking for?

Actually, that may not be the best strat-
egy, either. That may make you appear
greedy, ill-informed, or simply naive. Such
a move stands a good chance of alienating
those who might otherwise be enthusiastic
backers of your plan. It’s probably a bet-
ter idea to ask for a little more than you
think you can live with, plus slightly better
terms than you would really prefer. That
will recognize the fact that you aren’t like-
ly to get everything you want, while main-
taining your credibility and giving you some
negotiating room.

Fool People
A professional financier such as a ven-

ture capitalist or a bank loan officer will see
literally hundreds of business plans in the
course of a year. After this has gone on for
several years, and the financier has backed
some percentage of those plans and seen
how events have turned out, he or she be-
comes very good at rooting out inconsis-
tencies, deflating overblown projections, and
zeroing in on weaknesses, including some
you’d probably rather not see highlighted.

In short, most financiers are expert plan
analyzers. You have little chance of fooling
one of them with an overly optimistic or
even downright dishonest plan. That does-
n’t mean you shouldn’t make the best case
you honestly can for your business. But the
key word is “honestly.” 

You certainly shouldn’t play down your
strengths in a plan, but don’t try to hide
your weaknesses either. Intelligent, experi-
enced financiers will see them anyway. Let’s
say you propose to open a small bookseller
at an address directly across the street from
a book superstore. An investor who knows
this fact but doesn’t see any mention of it
in your plan may suspect you’ve lost your
senses—and who could blame her? 

Now think about the effect if your plan
notes the existence of that big bookstore.
That gives you a chance to differentiate

Chapter 3

The Big Picture

30



Entrepreneur Magazine’s

Creating A Successful Business Plan

31

yourself explicitly, pointing out that you’ll
be dealing only in rare antiquarian titles—
which the superstore doesn’t carry but many
of its customers may want. Suddenly that
high-volume operator becomes a helpful
traffic builder, not a dangerous competitor.

So recognize and deal appropriately with
the weaknesses in your plan. If you do it
right, this troubleshooting can become one
of the strongest parts of the whole plan. 

BUSINESS PLANNING RISKS
If a business plan is to be credible, it has

to recognize the inevitable risks associat-
ed with any business venture. In the same
way, this book has to point out that there
are some risks associated with writing a
business plan. That’s right—while one of
the main purposes of a business plan is to
help you avoid risk, the act of creating one
does create a few risks as well.

The risks you run by writing a plan in-
clude the possible disclosure of confiden-
tial material. You may lead yourself astray
if, through the act of creating a plan, you
come to believe too strongly in the many
forecasts and projects it contains. If, on the
other hand, you fill the plan with purposely
overly optimistic prognostication, exagger-
ation, or even falsehood, you may ruin your
reputation, or worse. Some plans prepared
for the purpose of seeking funds may run
afoul of securities laws if they appear to be
serving as prospectuses unblessed by the
regulators. If you spend too much effort
planning, you may not have enough ener-
gy or time to actually run your business.
And finally, if you include too much detail
in a plan, you may not hurt yourself, but
you may seriously dilute the effectiveness
of your plan.

After considering all these risks, is writ-
ing a business plan worth it? The situation
resembles the programs to administer vac-
cines to children to protect against chick-
enpox. A certain number of children are go-

ing to become ill from the vaccine. How-
ever, the idea is that far more would suf-
fer much worse from complications of
chickenpox if they weren’t vaccinated. 

Some parents are more concerned about
the risk posed by the vaccine and opt not
to have their children inoculated. But most
children do take the shots, and the overall
result is positive. Will you inoculate your
business against risk with a plan? The choice
is yours.

Too Much Detail
Let’s start with the least scary risk first. If

you put too much detail into your plan, you
run the real risk of overburdening anybody
who reads it with irrelevant, obscuring de-
tail. A plan isn’t supposed to be a potboil-
er, but it should tell a story—the story of
your business. Therefore, it should be as
easy as possible to read. That means keep-
ing technical jargon under control. 

Explain any terms that may be unfamil-
iar to a reader who’s not an expert on your
industry. And never, ever make the mistake
of trying to overawe a reader with your ex-
pertise. There’s a good chance someone
reading your plan will know more than you.
And if you come across as an overblown
pretender, you can bet your plan will get
short shrift.

It’s easy to believe that a longer, more
detailed plan is always better than a short,
concise one. But financiers and others to
whom you may send your plan are likely
to be busy people. They may not have time
to plow through an inches-thick plan and
may in fact be put off by its imposing ap-
pearance. Better to keep it to a couple
dozen pages and stick to the truly impor-
tant material. 

Too Much Time
They call it “analysis paralysis.” It’s a syn-

drome that occurs when you spend so
much time planning that you never do any-



thing. For a lot of businesspeople, this is a
nonissue—they detest planning so much
that there’s no chance at all they’d forgo ac-
tually doing business and merely plan it.

But business planning can take on a life
of its own. It’s possible to spend so much
time planning a start-up that you miss your
window of opportunity, or to schedule such
frequent updates of a plan for an established
business that it becomes difficult to ad-
minister the other details of the concern.
Big corporations have large staffs who can
devote themselves to year-round planning.
As a small-business person, you have to be
more selective.

Your planning may be approaching the
paralysis stage if you find yourself soothing
your nerves about starting a business by de-
laying the start-up date so you can plan
more. If you notice yourself putting off cru-
cial meetings so you can dig up more in-
formation for a plan update, suspect that
planning has become overly important. 

It can be difficult to tell enthusiastic plan-
ning from destructive planning. And such

a judgment is always some-

what arbitrary. But at least know that it’s
possible. That way, if you fall victim to the
overplanning trap, you’ll at least have a
chance of recognizing the problem before
it becomes severe.

It’s A Plan, Not A Prophecy
You put a lot of work into your plan,

so it’s only understandable that you take
it pretty seriously. But it’s a mistake to be-
lieve too implicitly in the projections, fore-
casts, and budgets that it contains. No mat-
ter how carefully you gather data and
analyze trends, a plan is not a crystal ball.
It’s a plan, and it’s almost certain that things
won’t work out quite as it describes.

What’s the risk in believing too much in
your plan? Plenty. If you bank that the as-
sumptions you make are correct in every
detail, you’re more likely to miss it when
things inevitably change, perhaps pro-
foundly and disastrously. Also, if you take
a too-rigid view of how things might turn
out, you won’t build in the contingency
funds and other elements of flexibility that
are hallmarks of successful planning. 

So do your planning seriously, and take
it seriously. But don’t take it too seriously.
Always ask yourself what will happen if you
are wrong. Watch carefully as you put your
plan into action, and build in flexibility to
account for change.

You Are Your Plan (So Be Careful 
How You Present Yourself)

There’s no point in planning for failure,
but there is a point in writing a business
plan that is willing to admit the possibili-
ty of failure. It’s only natural to hope to cre-
ate a plan that will describe a roaring suc-
cess, but you have to be careful not to
present an overly optimistic view, espe-
cially of such elements as sales, costs, and
profit margins.

It’s tempting to noodle around with the
numbers until you come up with the de-
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Fact Or Fiction? 
Can you succeed as planned? A

study of 150 start-ups found:
❍ 48 percent didn’t achieve expected

first-year revenues.
❍ 53 percent needed more capital than

expected.
❍ 53 percent underestimated time

spent on payroll, taxes, paperwork,
recruiting, and training.

❍ 55 percent weren’t as successful
overall as expected.

❍ 63 percent progressed more slowly
than projected.

❍ 74 percent of owners earned a low-
er-than-expected standard 
of living.
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sired result. And if you only make small
changes here and there, it may seem all
right. What difference does it make? Say you
increase your projected market share by 
1 percent here, reduce expected costs by 
2 percent there, and lower your estimate of
required start-up capital by a few percent-
age points as well. 

A number of similarly small changes, in
sum, can make a big difference in the bot-
tom line of your plan and turn what oth-
erwise looks like a loser into a projected
winner. But don’t be seduced. You may be
asking for investments from friends and
family you care about as well as putting
your own life savings into the enterprise.
Arm’s-length investors’ feelings may not be
so important, but if you mislead them in
your plan, you may open yourself up to ac-
cusation of misrepresentation. 

Looking at things through rose-colored
glasses in your plan may even doom your
business to failure if it causes you to seek
insufficient start-up capital, underprice your
product or service, or expect unrealistical-
ly rapid growth. Temper your enthusiasm.
If your plan indicates that the business idea
isn’t sound, by all means look for errors.
But don’t make the mistake of skewing your
plan to fit an idea that isn’t sound.

USING YOUR BUSINESS PLAN
In a lot of ways, writing a business plan

is an end in itself. The process will teach
you a lot about your business that you are

unlikely to learn by any other process.
You’ll spot future trouble areas, identify op-
portunities, and help your organization run
smoothly, simply through the act of writing
a plan.

It would be a shame to keep the bene-
fits of a well-done plan to yourself, how-
ever. And you shouldn’t. You can use your
plan to find funding, of course. But a good
plan can also help sell your products, serv-
ices, and your whole company to prospects
and suppliers, too. And a plan is a valuable
tool for communicating your visions, goals,
and objectives to other managers and key
employees in your firm.

Finding Funding With Your Plan
We’ve discussed the fact that a plan can

help you find funding, but how do you use
your plan to do that? The first step, natu-
rally, is simply to have a plan. You could
wait until a banker or investor asks you for
one, then spend the weekend throwing
something together. But it’s far, far better to
be able to reach into your briefcase and say,
“Will this do?” So Rule 1 is: Be prepared.

Carrying a plan around in your briefcase
in hopes that someone will ask you if you
have a start-up you want to fund is, of
course, not likely to be a successful strat-
egy. So you’ll want to present your plan
proactively to a group of the kind of peo-
ple you want to see
it, whether they’re po-

Fact Or Fiction? 
Every business is different, so every

plan should be different, right? Not nec-
essarily. Ken Olsen raised money to start
Digital Equipment Corp. with the help of
a plan copied out of a textbook; he just
changed the name and a few numbers
and other facts.

Plan Pointer
A confidentiality statement helps

control the spread of proprietary in-
formation. It should say something
like: “This document contains privi-
leged information. Please don’t show
it to anybody else, and return to Inter-
national Widgets when you’re
through.” Get your attorney to help
with the wording.



tential investors, customers, suppliers, part-
ners or other interested parties.

A plan is, in a sense, like an advertise-
ment or a brochure. You can handle it
somewhat like a direct-marketing piece. In
other words, you’ll want to come up with
a mailing list, a calling list or, if you plan to
present the plan in person, an address list
of the people you want to pitch it to.

Check trade associations, industry direc-
tories, the Yellow Pages, and, best of all,
your personal business address book for
contacts to send your plan to. Then, call,
mail or drop in on them.

You don’t want to broadcast your plan
too widely, however. Odds are good that it
will contain at least some sensitive infor-
mation, ranging from your own salary to
the secret ingredients of that margarita that’s
been packing them in down at your new
bar and restaurant. Most venture capitalists
and bankers are honest and discreet. But
you never know who is working with a
competitor—or thinking about becoming
one. If you have any doubt about whom
you’re sending it to, check them out with a
phone call: Ask one of the partners if there
is any conflict of interest.

Selling With Your Plan
When you’re selling with a business plan,

using it to inform customers about your
company’s suitability to be-

come a vendor, you must take a less proac-
tive approach. Although you might mail
thick business plan binders to venture cap-
italists, it’s not appropriate to do so to all
your prospective customers.

As a rule, your business plan is only like-
ly to be required in the later stages of be-
ing selected as a supplier. At the very least,
you should let the customer’s process de-
cide when or if you’ll present your plan. As
an added benefit, working your way
through the early stages of vendor selection
will give you a chance to rework your plan,
if necessary, to stress the areas that you
have learned are more important to your
potential customer. 

Managing With Your Plan
The spread of the open-book manage-

ment theory means a lot more employees
are seeing their companies’ business plans
than ever before. And that’s a good thing,
generally. When employees get the key in-
formation managers are using to make de-
cisions, they understand management bet-
ter and make better decisions themselves,
and efficiency and profitability often in-
crease as a result. 

Many companies hold annual meetings
at which they discuss an edited version of
their business plan with all employees. Oth-
ers provide new hires with business plan-
type information as part of their indoctri-
nation in company culture. Both are
effective approaches. You can also use bul-
letin boards or company newsletters to pub-
lish smaller sections of your plan, such as
your mission statement or even some de-
tails of your financial objectives and how
you’re progressing.

One drawback to using a plan to help
inform and manage your employees is that
many won’t understand it. Some firms pro-
vide employees with rudimentary training
in such matters as how to read a financial
report before they hand out the company’s
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Plan Of Action
The Directory of Ven-

ture Capital (John Wiley & Sons),
by Kate E. Lister and Thomas D.
Harnish, is a thick volume listing
the firm names, addresses, phone
numbers, partners’ names,
amounts available to invest, and
specialties of more than 600 VCs
across the country.
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plans. Often this training is done by the
CEO and can take considerable time. But
don’t be afraid to share details of your busi-
ness plan with employees. They may turn
out to understand it better than you.

Updating Your Plan
Writing a business plan is one of those

skills that improves with practice. The first
one or two times you create one, you may
feel a little unsure of yourself and even less
certain that what you’re doing has value. 

If you go on to start several ventures dur-
ing your career, you’ll naturally write sev-
eral business plans, and each one will be
better than the last. It’s likely as well that
with better planning skills will come im-
proved business skills, boosting the odds
that each successive company you start will
do better than the one before.

But there’s no reason that only serial en-

trepreneurs can get the benefit of regular
business planning sessions. If you start just
one company, or even if you never start
a company at all, you can and should be
constantly honing your business planning
skills by updating and rewriting your busi-
ness plan.

Updating a plan is normally easier than
starting from scratch. Instead of trying to fig-
ure out what your basic business concept
is, you only have to decide whether it’s
changing. Instead of wondering where you’ll
find the current market research you need,
you just have to go back to the original
source for updated figures. You’ll usually
be able to reuse the financial formulas,
spreadsheets, management biographies, and
other more or less evergreen contents of
your plan.

It’s important, however, that a plan up-
date not be a mechanical task, limited to

Do You Need To Update Your Plan?

Here are seven reasons to think about updating your plan. If one applies to you, it’s
time for an update.

1. A new financial period is about to begin. You may update your plan annually,
quarterly, or even monthly if your industry is fast changing.

2. You need financing, or additional financing. Lenders and other financiers need
an updated plan to make financing decisions.

3. Significant markets change. Shifting client tastes, consolidation trends among cus-
tomers, and altered regulatory climates can trigger a need for plan updates.

4. Your firm develops or is about to develop a new product, technology, service or
skill. If your business has changed a lot since you wrote your plan, it’s time for
an update.

5. You have had a change in management. New managers
should get fresh information. 

6. Your company has crossed a threshold, such as moving out
of your home office, reaching $1 million in sales, or employ-
ing 100 people.

7. Your old plan doesn’t seem to reflect reality anymore. Maybe
you did a poor job last time; maybe things have just changed
faster than you expected. But if your plan seems irrelevant,
redo it.
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plugging in the most recent sales figures.
Take the time to challenge some of the
core assumptions of your prior plan to see
if they still hold up. Have profit margins
been higher than you expected? Then start
planning how to make the most of any ex-
tra cash you generate. Is your new retail
store unit not performing as well as oth-
ers have or as you expected? Then now’s
the time to figure out why. Has competi-
tion for your new product arisen sooner
than you guessed? Take a look at other
products with an eye to seeing if they are
also more vulnerable than you think.

In large corporations with strict plan-
ning routines requiring annual, semian-
nual, and quarterly plans and plan updates,
managers are spending at least part of their
time working on or thinking about a new
plan or plan update. All that information
flowing up to senior managers in the form
of plans helps keep the brass informed. It
helps those in the trenches, too. It’s a fact
that everybody is judged by past per-
formance. And the best way to ensure that
a year from now you’ll be looking back
on your performance with satisfaction and
pride is to plan now and often.
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You’ve decided to write a business plan
and you’re ready to get started. Congratu-
lations. You’ve just greatly increased the
chances that your business venture will
succeed. But before you start drafting
your plan, you need to—you guessed it—
plan your draft.

Is planning a plan going too far?
Not really, for a couple of reasons.
Planning your plan will make it easi-
er to write—and easier to live by. When
Stratus Computer founder William Fos-
ter was writing the plan for the computer
manufacturer, he projected sales in the fifth
year would hit $75 million. When, five years
later, Stratus hit that total almost to the
dollar, Foster was left to wonder what
would have happened if he’d planned for
$125 million. “I don’t think we would have
made $125 million,” he says, “but I bet we
would have done more than $75 million.” 

One of the most important reasons to
plan your plan is that you may be held ac-
countable for the projections and propos-
als it contains. That’s especially true if you
use your plan to raise money to finance
your company. Let’s say you forecast open-
ing four new locations in the second year
of your retail operation. An investor may
have a beef if, due to circumstances you
could have foreseen, you only open two.
A business plan can take on a life of its
own. Thinking a little about what you want
to include in your plan is no more than
common prudence.

Second, as you’ll soon learn if you
haven’t already, business plans can be com-
plicated documents. You’ll be making lots
of decisions as you draft your plan, on se-
rious matters, such as what strategy you’ll
pursue, as well as less important ones, like
what color paper to print it on. Thinking
about these decisions in advance is an im-
portant way to minimize the time you spend
planning and to maximize the time you
spend generating income.

To sum up, planning your plan will help
control your degree of accountability and
reduce time-wasting indecision. To plan
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your plan, you’ll first need to decide what
your goals and objectives in business are.
As part of that, you’ll assess the business
you’ve chosen to start, or are already run-
ning, to see what the chances are that it will
actually achieve those ends. Finally, you’ll
take a look at common elements of most
plans to get an idea of which ones you want
to include and how each will be treated.

DETERMINE YOUR
GOALS AND OBJECTIVES

Close your eyes. Imagine that it’s five
years from now. Where do you want to be?
Will you be running a business that hasn’t
increased significantly in size? Will you com-
mand a rapidly growing empire? Will you
have already cashed out and be relaxing on
a beach somewhere, enjoying your hard-
won gains?

Answering these questions is an impor-
tant part of building a successful business
plan. In fact, without knowing where you
are going, it’s not really possible to plan
at all.

Your plan may look beautiful, but with-

out a solid understanding of your own in-
tentions in business, it is likely to lack co-
herence and, ultimately, prove
ineffective. Let’s say in one

section you describe a mushrooming enter-
prise on a fast-growth track, then elsewhere
endorse a strategy of slow and steady ex-
pansion. Any business plan reader worth his
or her salt is going to be bothered serious-
ly by inconsistencies like these. They strong-
ly suggest that you haven’t thought through
your intentions. Avoid inconsistency by de-
ciding in advance what your goals and
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Business Planning Without A Net

When former Lotus Development CEO Jim Manzi joined a young company
called Industry Net Corp., he had big plans. He helped raise $25 million for the
Pittsburgh-based online seller of industrial products, promising to turn it into
the leader in Internet marketing. 

But the company, renamed Nets Inc., wasn’t able to fulfill its projections. Em-
ployment doubled to 300 as Manzi simultaneously tried to develop a market and

the technology to handle complex online transactions. Soon the company was
running through its investors’ stake at the rate of $3 million a month. Mean-
while, revenues were less than $10 million a month.

After less than two years, Nets Inc. still hadn’t developed either its tech-
nology or its market in the way its plans had forecast. And investors
had tired of waiting. They refused to provide more funding, and Nets
Inc. had to file for bankruptcy protection in 1997. The experience il-

lustrates the importance of coming up with a plan that not only offers prom-
ise but can fulfill that promise as well.

Buzzword
Goals are short-term

objectives, usually incorporating
firm time deadlines and quantifiable 
measures. For instance, a goal may
be to reach $1 million in sales with-
in the first 12 months. Written, time-
sensitive, quantifiable goals are 
essential parts of the business 
planning process.
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objectives will be, and sticking to them.
Inconsistency is never a problem for

some lucky people who are born knowing
what they want to do. They have little or

no trouble imagining pre-
cisely where their current

endeavors will lead. But not everybody’s
like that. Some of us aren’t sure what we’ll
be doing in the next minute, and most of
us are likely to get a little fuzzy when talk-
ing about events as far off as a year. Un-
fortunately, “whatever” isn’t going to be part

of an acceptable business plan. You need
to have some firm goals and objectives, no
matter how difficult it is for you to pin down
your ambitions.

Now is a good time to free-associate a
little bit—to let your mind roam, explor-
ing every avenue that you would like your
business to go down. Try writing a personal
essay on your business goals. It could take
the form of a letter to yourself, written from
five years in the future, describing all you
have accomplished and how it came about.

As you read such a document, you may
make a surprising discovery, such as that
you don’t really want to own a large, fast-
growing enterprise but would be content
with a stable small business. Even if you
don’t learn anything new, though, getting
a firm handle on your goals and objectives
is a big help in deciding how you’ll plan
your business. 

FINANCING
It doesn’t necessarily take a lot of mon-

ey to make a lot of money, but it does take

From Usher To Tycoon

From an early age, David Geffen knew he wanted to be part of Hollywood. This
simple, uncomplicated desire was the spur that helped him create a billion-dollar
entertainment empire built around music and movies. In fact, it’s hard to identify
any other advantages that the young Geffen possessed when he traveled from his
New York City hometown to Los Angeles. He had only a high school education,
no money and no contacts. His first job in Hollywood was as a studio usher.

But Geffen’s pursuit of Hollywood success was unswerving. He went so far as
to falsify his resume; he indicated he had a college degree to get a job at the William
Morris talent agency. After working his way up to a position as an agent, he start-
ed his own record company and later sold it. Then he started Geffen Records, which
he sold in 1990 for more than $550 million.

David Geffen’s plan was nowhere near as sophisticated as even a modest busi-
ness plan. But backed by almost total certainty with regard to his ultimate objec-
tive, he succeeded on an incredible scale. Today Geffen is a billionaire and one of
the three visionaries, along with Steven Spielberg and Jeffrey Katzenberg, behind
DreamWorks SKG.

Buzzword
Objectives are long-

term aims. They frequently represent
the ultimate level to which you as-
pire. For instance, you may have an
objective to retire at 50, or to become
the leading supplier in your industry.
Neither of these will happen fast, but
they help to guide the creation of
shorter-term aims.
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If you’re having trouble deciding what your goals and objectives are, here are some
questions to ask yourself.

1. How determined am I to see this venture succeed? __________________________

______________________________________________________________________

_______________________________________________________________________

2. Am I willing to invest my own money and to work long hours for no pay, sacri-

ficing personal time and lifestyle, maybe for years?__________________________

______________________________________________________________________

_______________________________________________________________________

3. What’s going to happen to me if this venture doesn’t work out?_______________

______________________________________________________________________

_______________________________________________________________________

4. If it does succeed, how many employees will this company eventually have?

_______________________________________________________________________

_______________________________________________________________________

5. What will be its annual sales in a year? Five years?___________________________

______________________________________________________________________

______________________________________________________________________

6. What will be its market share in that time frame?____________________________

_______________________________________________________________________

_______________________________________________________________________

7. Will it be a niche marketer, or will it sell a broad spectrum of goods and 

services?________________________________________________________________ 

______________________________________________________________________

_______________________________________________________________________

Goals And Objectives Work Sheet
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8. What are the plans for geographic expansion? Local? National? Global?_________

_____________________________________________________________________

_____________________________________________________________________

10. If I delegate, what sorts of tasks will I share? Sales? Technical? Others?_________

_____________________________________________________________________

_____________________________________________________________________

11. How comfortable am I taking direction from others? Could I work with part
ners or investors who demand input into the company’s management?

______________________________________________________________________

_____________________________________________________________________

12. Is this venture going to remain independent and privately owned, or will it 
eventually be acquired or go public?_____________________________________

_____________________________________________________________________

_____________________________________________________________________

Goals And Objectives Work Sheet



some. That’s especially true if, as part of ex-
amining your goals and objectives, you en-
vision very rapid growth. 

Energetic, optimistic entrepreneurs often
tend to believe that sales growth will take
care of everything, that they will be able to
fund their own growth by generating prof-
its. However, this is rarely the case, for one
simple reason: You usually have to pay your
own suppliers before your customers pay
you. This cash flow conundrum is the rea-
son so many fast-growing companies have
to seek bank financing or equity sales to fi-
nance their growth. They are literally grow-
ing faster than they can afford.

Sometimes the cash flow gap is very
large. Pharmaceutical companies, for in-
stance, may spend tens or even hundreds
of millions of dollars in a multiyear proj-
ect to develop and bring to market a new
drug. These companies must have large
cash flows from other products to fill the
gap or seek loans or other forms of fi-
nancing to avoid running out of money be-
fore having a market-ready product.

Other companies require much smaller
amounts of capital to finance their ongoing
operations. Small service firms such as ex-
terminators or carpet cleaners frequently
operate on a cash basis, getting paid with

cash, check, or credit card at

the time they perform their services after
making only small outlays for supplies in
advance. But as a general rule, your busi-
ness will most likely have to consider some
kind of financing. Now is the time to think
about some of the issues that will surface.

Start by asking yourself what kinds of fi-
nancing you are likely to need—and what
you’d be willing to accept. It’s easy when
you’re short of cash, or expect to be short
of cash, to take the attitude that almost any
source of funding is just fine. But each kind
of financing has different characteristics that
you should take into consideration when
planning your plan. These characteristics
take three primary forms:

First, there’s the amount of control you’ll
have to surrender. An equal-equity part-
ner may, quite naturally, demand approxi-
mately equal control. Venture capitalists very
often demand significant input into man-
agement decisions by, for instance, placing
one or more people on your board of di-
rectors. The wealthy individuals known as
angel investors may be very involved or not
involved at all, depending on personal style.
Bankers, at the other end of the scale, are
likely to offer no advice whatsoever as long
as you make payments of principal and in-
terest on time and are not in violation of
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Plan Of Action
Many enterprises can be

started with the help of
only modest amounts of cash, no
more than the contents of a small
savings account. You’ll find sugges-
tions for hundreds of businesses you
can start for amounts as little as
nothing, plus general start-up sugges-
tions, in The Start-Up Directory (En-
trepreneur Press), by Jim Stephenson
or Start Your Own Business (Entre-
preneur Press), by Rieva Lesonsky.

Buzzword
Cash conversion

cycle is an arcane financial measure
that is a powerful indicator of a busi-
ness’s health. It represents the time it
takes to transform outlays into in-
come. For a manufacturer, that means
the number of days required to pur-
chase raw material and turn it into in-
ventory, then sales and, finally, col-
lections. The shorter your cash
conversion cycle, the better.
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any other terms of your loan. You can learn
more about the characteristics of each of

these financing sources in
Chapter 2. 

Second, consider the amount of
money you are l ikely to need. Any
amount less than several million dollars is
too small to be considered for a standard
initial public offering of stock, for example.
Venture capital investors are most likely to

invest amounts of $250,000 to $3 million.
On the other hand, only the richest angel
investor will be able to provide more than
a few hundred thousand dollars, if that. 

Almost any source of funds, from a bank
to a factor, has some guidelines about the
size of financing it prefers. Anticipating the
size of your needs now will guide you in
preparing your plan.

The third consideration is cost. This can
be measured in terms of interest rates and
shares of ownership as well as in time, pa-
perwork, and plain old hassle. At the top
of the list are public offerings of stock,
which may cost several hundred thousand
dollars in legal and accounting fees to put
together, besides requiring a great deal of
your own time and attention. 

PLANNING
Believe it or not, part of planning your

plan is planning what you’ll do with your
plan. No, we haven’t gone crazy—at least
not yet. As you know from the previous
chapter, a business plan can be used for
several things, from monitoring your com-
pany’s progress toward goals to enticing
key employees to join your firm. Deciding
how you intend to use yours is an impor-
tant part of preparing to write it.

Financing Source Control Issues Funds Available Cost

Bank Loan Little Varies Varies

Partner Large Varies Low

Government-Backed

Loan Little Usually Small Low

Venture Capital Large Moderate to Large Low

Angel Investor Varies Small to Moderate Low

Stock Offering Large Large Large

Financing Characteristics Comparison

Buzzword
Working capital is

the amount of money a business
has in cash, accounts receivable, in-
ventory, and other current assets.
(Current assets are assets likely to
be turned into cash within a year.)
Net working capital, which is what
this term usually refers to, is current
assets minus current liabilities. (Cur-
rent liabilities are things like ac-
counts payable to suppliers and
short-term loans due in less than a
year.) The higher the amount of net
working capital you require, the
greater your financing needs are
likely to be.



Do you intend to use your plan to help
you raise money? In that case, you’ll have
to focus very carefully on the executive sum-
mary, management, and marketing and fi-
nancial aspects. You’ll need to have a clear-
ly focused vision of how your company is
going to make money. If you’re looking for
a bank loan, you’ll need to stress your abil-
ity to generate sufficient cash flow to serv-
ice loans. Equity investors, especially ven-
ture capitalists, must be shown how they
can cash out of your company and gener-
ate a rate of return they’ll find acceptable.

Do you intend to use your plan to attract
talented employees? Then you’ll want to
emphasize such things as stock options and
other aspects of compensation as well as

location, work environment, corporate cul-
ture, and opportunities for growth and ad-
vancement. If you’re a high-tech start-up,
top employees are likely to ask to see your
plans for attracting venture capital and lat-
er selling out to a bigger firm or going pub-
lic so they can realize the value of their
stock options.

Do you anticipate showing your plan
to suppliers to demonstrate that you are a
worthy customer? A solid business plan may
convince a supplier of some precious com-
modity to favor you over your rivals. It may
also help you to arrange supplier credit—
one of the most useful forms of financing
to a small business. You may want to stress
your blue-ribbon customer list and spotless
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When A Negative Is A Positive

Cash is one of the major constraints on the growth of any business. It’s the
reason why even highly profitable, fast-growing companies frequently have to
go hat in hand to borrowers seeking money to allow them to fill their orders so
they can turn sales into cash. There’s one type of company, however, that does-
n’t have a problem with cash. It’s one with a negative cash conversion cycle,
and the best-known example in recent years has been Dell Computer Corp.

The rapidly growing Austin, Texas, computer company actually has a cash
conversion cycle of minus four days. That means the company collects from
its customers, on average, four days before it has to pay its suppliers. Here’s
how it works:

First, Dell sells direct to customers. This cuts out the typical 90-day wait for
payment experienced by manufacturers who sell through retailers. Dell bills in-
dividual customers’ credit cards immediately upon shipping their computers.
Its corporate customers are asked to pay within 30 days. 

The second part is the way Dell manages outlays of cash. It gets 30-day
terms from suppliers and also asks that they bill for components only when the
parts actually leave the trucks and enter the factory. There, in as little as a few
hours, components are assembled into computers and shipped, and individual
customers’ credit cards are charged or corporate buyers are invoiced. 

The result is that Dell collects cash faster than its operations are spending
it. That frees Dell from the delay, distraction, and cost of arranging and paying
for loans or other external financing. It’s one of the things that makes the com-
pany such a fearsome and successful competitor. It’s estimated the company
could grow at an annual rate of 500 percent using only internally generated cash.
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record of repaying trade debts in this plan.
Do you hope to convince big customers

that you will be a dependable
supplier? Then you’ll want to

emphasize your staying power, innovation,
and special capabilities. And in this plan,
unlike the supplier-targeted one, you may
want to play down relationships with oth-
er big customers, especially if they are foes
of the one you’re wooing. 

Do you expect to use your plan only for
internal purposes? Then you’ll want to build
in many milestones, benchmarks, and oth-
er tools for measuring and comparing your
future performance against the plan. Such
things may be of little interest to a banker
evaluating your loan-worthiness but could
make all the difference between a useful
plan and one that’s no good at all for mon-
itoring corporate performance.

These distinctions are not merely aca-
demic. A plan that’s well suited for internal
purposes would probably be completely
wrong for taking to a potential Fortune 500
customer. Actually, the marketplace of busi-
ness plan consumers is even more finely
segmented than that. A plan for a bank, for
instance, wouldn’t accomplish much by in-
cluding a strategy for selling the company
to a large conglomerate several years down
the road, while a venture capitalist would
look for your exit strategy very early on.

Think about all this and keep it in mind
as you create your plan. Along the way,
you’ll have to make many decisions about
what to include or leave out and what to
stress or play down. Setting some direction
now about how you intend to use your plan
will make those later decisions faster and
more accurate.

HIRING
One of the beauties of being an entre-

preneur, as opposed to a solo practitioner
or freelancer, is that you can leverage the
activities and skills of all the people who
are your employees. This is one of the se-
crets to building a huge personal fortune in
business. And it’s one you can use even if
you didn’t happen to be born with a sil-
ver spoon in your mouth or an oil well in
your backyard. 

To use a simple example of the profit
power of people, say you start a public re-
lations firm. You bill clients $60
an hour, plus mailing and oth-

er office expenses, for services provided by
your account executives. You pay your staff
$30 an hour including benefits. Before ex-
penses for rent and other overhead items,
then, you clear $30 for every hour one of
your AEs bills. If you can grow your AE staff
very large (and generate enough business
to keep them busy), it can leverage your
earnings very rapidly indeed. 

Plan Of Action
Who you are has as

much to do with how you prepare
for writing your plan as what you
hope to do with it. More than half
the businesses started in the United
States today are begun by women,
a fact addressed in a book on busi-
ness planning for women called
Minding Her Own Business (Adams
Media), by Jan Zobel.

Buzzword
Trade credit is an im-

portant source of financing for
many companies. It consists of your
accounts payable, representing bills
you owe to suppliers. Typical trade
credit terms let you pay the bill in
30 days without penalty. You can
learn more about trade credit in
Chapter 2.



The flip side of all this is that, to earn the
$30 gross margin on each employee’s bill-
able hour, you have to manage the em-
ployee. You may also have to generate the
sales, issue the invoices, make the collec-
tions, and otherwise run the company’s
functions. If you pay somebody else to do
it, it costs you control plus more of that
gross margin. 

So one of the questions you need to ask
yourself when assessing your goals and ob-
jectives is: How many people do I plan to
hire to work at my company? 

The decision of how many people you
want to manage is entirely up to you. But
the decision of when to start thinking about
it has been made for you. That time is now.

ASSESS YOUR 
COMPANY’S POTENTIAL

For most of us, unfortunately, our desires
about where we would like to go are not as
important as our businesses’ ability to take
us there. Put another way, if you choose the
wrong business, you’re going nowhere.

Luckily, one of the most valuable uses of
a business plan is to help you decide whether
the venture you have your heart set on is re-
ally likely to fulfill your dreams. Many, many
businesses never make it past the planning
stage because their would-be founders, as
part of a logical and coherent planning

process, test their assumptions
and find them wanting.

Test your idea against at least two vari-
ables. First, financial, to make sure this busi-
ness makes economic sense. Second,
lifestyle, because who wants a successful
business that they hate?

Financial Potential
The main reason for businesses to be

abandoned is failure to live up to financial
expectations. Part of your planning process
is to see if you can reasonably expect to ac-
tually turn a profit with your business. You’ll
also want to know when that’s going to hap-
pen and, crucially, how much of an invest-
ment it will take to get you to that point.

Let’s take a look at Madeline Fisher, a
would-be newsletter publisher who’s draft-
ing a plan to see whether her dream busi-
ness is going to fly. The would-be publisher
envisions making a decent living (or maybe
better) moonlighting part time from her reg-
ular job producing a newsletter on a topic
she knows and loves—marketing coffee
bars. She’s done some research and made
some assumptions about the market, how
she’ll reach it, and the business’s publish-
ing operations. During the course of prepar-
ing her plan, she quickly finds out whether
a business built around those assumptions
is going to work. 

Her market research tells her there are
10,000 people in the United States whose
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Fact Or Fiction? 
Any business owner is an entrepre-

neur, right? Actually, most people de-
fine an entrepreneur as someone who
started a business from scratch and in-
tends to grow it to a large size. But
that leaves out employees, even if
they own a share, as well as people
who bought existing businesses and
those who started firms but, for vari-
ous reasons, don’t attempt to make
them grow very much.

Plan Of Action
Business planning is

all about making decisions: How
big to grow? How to deal with ob-
stacles? 101 Creative Problem Solv-
ing Techniques (New Management
Publishing), by James Higgins, is a
book offering a disciplined, effec-
tive approach to making the most
of all kinds of decisions.



Entrepreneur Magazine’s

Creating A Successful Business Plan

47

work largely or entirely involves marketing
coffee bars. She guesses, based on rates

she’s paid for other pro-

fessional newsletters, that they’d be willing
to pay $200 for 12 issues annually of a 16-
page newsletter packed with tips and tricks
for getting people to come in and buy cof-
fee and accessories. Reading up on newslet-
ters, she learns that a well-designed direct-
mail solicitation will generate subscriptions
from 1 percent of recipients. 

Checking with a local printer and mail-
ing service, she learns that it will cost her
around $1 to send a sales letter to each per-
son on a rented mailing list. The same
sources inform her that printing and mail-
ing each copy of the 16-page newsletter will
run her about $2. Since she works full time
in a retail marketing job, she’ll have to hire
a freelance or part-time editor to write and
edit the contents, at around $100 a page, or
$1,600 per issue.

The future publisher of Coffee Bar Mar-
keting News has done a good research job.
Now it’s time to pull all this together to test
its financial potential. She decides it would
be reasonable to go for having 200 sub-
scribers at the end of the first year. Then
she’d like to double that annually until she
has 1,600 subscribers. That represents 16
percent of the market today. But it’s not
ridiculous considering that she hasn’t seen
any competition and that the number of cof-
fee bars and, presumably, coffee bar mar-

keters, is growing at a healthy clip.
Punching a few numbers into her cal-

culator, she comes up with a figure for
gross annual sales with 1,600 subscribers
each paying $200 annually. Wow! $320,000.
Even after paying $28,800 to print and mail
the issues, $19,200 for writing and editing,
and an estimated $4,200 in office costs, that
still leaves…

Double wow! This is more than decent.
Madeline dives into the rest of her calcu-
lations, dizzy with excitement. She quick-
ly regains her balance. The problem, she
finds, is twofold. 

First, there’s the cost of getting those sub-
scribers. Getting 200 subscribers will require
mailing 20,000 pieces, based on her hoped-
for 1 percent return rate. At approximate-
ly $1 per direct-mail piece, plus labor, print-
ing, postage and overhead, she loses money
on each new subscriber the first year.

Madeline figures, correctly, that the key
is to get some more subscribers and to con-
vince them to resubscribe year after year.
She does some more research and learns
that a 50 percent resubscription rate is dou-
ble. Then she does

Fact Or Fiction? 
Must entrepreneurs always remain

in control of their companies? Some-
times they have to let go. One case
in point is when a company grows to
more than 100 employees and seat-
of-the-pants management no longer
works. The usual solution: Hire a
professional manager as CEO.

Plan Pointer
Every type of business has one

or more key indicators that hint at
its long-term viability. For newslet-
ters, for example, it’s the number
of people who resubscribe. For
mail order sellers, it’s the response
rate to direct-mail marketing ef-
forts. Find your business’s key in-
dicators, describe them in your
plan, and monitor them carefully.

Projected Subscribers $1,600 

Revenues ($200 x 1,600) $320,000 

Costs (printing, 
labor, and overhead) $61,800 

Gross Profit $258,200



some more figuring. The results of her fi-
nancial analysis show that she’ll reach 1,600
subscribers, and a healthy profit, after four
years, see the chart on page 49. 

Madeline’s analysis shows her newsletter
venture has definite financial potential, even
if it’s not quite as rosy as this quick forecast
suggests. She should, for instance, apply an
inflation factor—4 percent a year is a good
figure—to expenses such as overhead. She
has a more serious problem with her mar-
keting plan, however. Is it really reasonable
to mail 120,000 pieces of mail a year to a
marketplace of just 10,000 people? Proba-
bly not, but Madeline left out positives as
well. For instance, there are a number of
other marketing tools, such as publicity,
that she hasn’t considered in her plan. And
with a good product, she should be able
to beat the 50 percent renewal rate, saving
her a bundle on marketing.

We’ll be talking in Chapter 12 about
how to make detailed financial forecasts
and will cover marketing plans compre-
hensively in Chapter 10. For now, Made-
line’s quick analysis shows that her ven-
ture does have the potential to be
financially rewarding. 

Lifestyle Concerns
The decision to become an entrepreneur

is as much a lifestyle choice as it is a busi-
ness option. Entrepreneurs tend to work
long hours, often for low pay in the be-
ginning. As a natural consequence of their
position as founders and owners, they bear
a much greater burden of worry and pres-
sure than other employees. The road to en-
trepreneurial success is frequently paved
with 16-hour days and seven-day weeks.
Now is the time to ask yourself if you re-
ally love what you plan to do that much,
or if you’d be better off taking on a less de-
manding project. 

You also may have to consider others’
feelings about your proposed lifestyle
changes. Entrepreneurship can be a great
thing for a family because it provides flex-
ibility and financial benefits that most em-
ployees can only dream about. Or it can
represent considerable strain. Many entre-
preneurs rarely take vacations, especially
during the first years of getting their ven-
ture off the ground. Another issue has to
do with how the business will accommo-
date the normal ups and downs of life.
What happens if you get sick? Are you go-
ing to be able to take a few days off every
now and then?

Lifestyle concerns are com-
plex. They involve everything
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Buzzword
A lifestyle entrepreneur

is one who starts a business not to
dominate an industry or even to get
rich but because he or she thinks it
will be more enjoyable to own a com-
pany than to work for one. Lifestyle
entrepreneurs may want to live in a
certain place, to work flexible hours,
or simply to be able to make their
own decisions.

Gross Profit                          $258,200 

Annual Revenue 
Per Subscriber $200

Marketing Costs 
per Subscriber 
($1 mailing with 
1 percent return) $100

Printing and Mailing 
for One Copy of 
12 Issues $24

Fixed Costs (labor
and overhead/200) $117

Subtotal Costs 
Per Subscriber $241

First Year Net 
Loss Per Subscriber –$41 
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Starting Number of Subscribers 0 

Resubscribers 
(50 percent of starting number) 0

New Subscribers (to give 100 
percent annual increase) 200

Total Subscribers 200

Annual Subscription Revenues $40,000

Marketing Costs 
(new subs x $100) $20,000

Printing and Mailing Costs 
(subs x $24) $4,800

Labor and Overhead $23,400 

Total Costs $48,200

Pretax Net Profitor Loss                      $8,200

First Year

Starting Number of Subscribers 400

Resubscribers 
(50 percent of starting number) 200 

New Subscribers (to give 100
percent annual increase) 600

Total Subscribers 800

Annual Subscription Revenues        $160,000

Marketing Costs 
(new subs x $100) $60,000

Printing and Mailing Costs 
(subs x $24) $19,200

Labor and Overhead $23,400

Total Costs $102,600

Pretax Net Profit or Loss                   $57,400

Third Year

Starting Number of Subscribers 200

Resubscribers 
(50 percent of starting number) 100

New Subscribers (to give 100 
percent annual increase) 300

Total Subscribers 400

Annual Subscription Revenues $80,000

Marketing Costs
(new subs x $100) $30,000

Printing and Mailing Costs 
(subs x $24) $9,600

Labor and Overhead $23,400

Total Costs $63,000

Pretax Net Profit or Loss $17,000

Second Year

Starting Number of Subscribers 800

Resubscribers 
(50 percent of starting number) 400

New Subscribers (to give 100
percent annual increase) 1,200

Total Subscribers 1,600

Annual Subscription Revenues $320,000

Marketing Costs 
(new subs x $100) $120,000

Printing and Mailing Costs 
(subs x $24) $38,400 

Labor and Overhead $23,400

Total Costs $181,800

Pretax Net Profit or Loss $138,200

Fourth Year
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Answer the following questions to help you outline your company’s potential. There
are no wrong answers. The objective is simply to help you decide how well your pro-
posed venture is likely to match up with your goals and objectives.

Financial

1. What initial investment will the business require?_____________________________

______________________________________________________________________

______________________________________________________________________

2. How much control are you willing to relinquish to investors?_________________

_______________________________________________________________________

______________________________________________________________________

3. When will the business turn a profit?______________________________________
__________________________________________________________________________
_______________________________________________________________________

4. When can investors, including you, expect a return on their money?___________

______________________________________________________________________

______________________________________________________________________

5. What are the projected profits of the business over time?_____________________

______________________________________________________________________

______________________________________________________________________

6. Will you be able to devote yourself full time to the business financially?________

______________________________________________________________________

______________________________________________________________________

7. What kind of salary or profit distribution can you expect to take home?_________

______________________________________________________________________

______________________________________________________________________

Assessing Your Company’s Potential
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Lifestyle

1. Where are you going to live?_____________________________________________

_______________________________________________________________________

_______________________________________________________________________

2. What kind of work are you going to be doing?______________________________

______________________________________________________________________

_______________________________________________________________________

3. How many hours will you be working?______________________________________

_______________________________________________________________________

________________________________________________________________________

4. Will you be able to take vacations?____________________________________________

_______________________________________________________________________

_______________________________________________________________________

5. What happens if you get sick?______________________________________________

__________________________________________________________________________

__________________________________________________________________________

6. Will you earn enough to maintain your lifestyle?_________________________________

_______________________________________________________________________

__________________________________________________________________________

7. Does your family understand and agree with the sacrifices you envision?____________

__________________________________________________________________________

__________________________________________________________________________

Assessing Your Company’s Potential 



from where you are going to live to the kind
and amount of work you’ll be doing. Un-
like the financial analysis of your compa-
ny’s potential, there are few hard-and-fast
answers to lifestyle concerns and almost
none that can be termed wrong or right.
You simply have to think the matter over
and decide whether you’ll be happy with
your venture.

A QUICK LOOK AT
COMMON PLAN ELEMENTS

There are a few basic ingredients that al-
most all business plans contain. They in-
clude an executive summary, a description
of management, descriptions of products
and services, a marketing plan, operations
background, and financial data. We’ll be go-
ing into all these business plan elements in
detail in later chapters. For now, though,
here’s a quick look at the major compo-
nents of a business plan. 

Executive Summary
One thing every plan has is an execu-

tive summary. It may be called something
else, but there is sure to be a one- or two-
page brief describing what the company’s
up to. The executive summary may con-
tain things that aren’t found elsewhere in
the plan, such as a vision statement—a
statement of corporate mission or an ex-
ploration of the company’s ultimate busi-
ness objective. But generally it will encap-
sulate other sections of the plan dealing
with the market, features of the product or
service, competition, management team
and financial data. Many plans written for
money-raising purposes also include here
a statement of how much money the busi-
ness is seeking to raise and how that mon-
ey will be used.

Management
If you had a nickel for every financier

who said, “I don’t invest in products; I in-

vest in people,” you wouldn’t need to raise
money to fund your business. You would-
n’t even need to be in business, unless you
simply enjoyed it, because you would al-
ready be rich. The point is that the people,
especially the key managers in your com-
pany, are of great interest to potential in-
vestors, partners and employees.

The management section of your plan
will consist of brief descriptions of your key
managers, including their backgrounds and
functions in your organization. You should
cover pivotal positions, such as the vice
president of research and development in
a high-tech company, as well as more mun-
dane functions, including CFO, controller
and so on. Plan readers want to see evi-
dence of a well-rounded management team
that can deal with whatever comes up. You
may want to include an organizational chart
graphically depicting
individual responsibil-

ities and who reports to whom. If you want
to provide detailed resumes on key man-
agers, you may include them as appendices
at the end of the plan.

Product Or Service
Your product or service is likely to be

the thing you are most interested in. So it
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Plan Pointer
Are you the only manager you

have? Then approach the manage-
ment section of your plan as if you
were writing a resume for a job. Put
down anything that qualifies you to
run this company, including prior
work experience, school work, vol-
unteer activities, homemaking expe-
rience, and even hobbies. When
you’re all you have, people are go-
ing to want to know as much as
possible about you.
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should be a pleasure to describe its fea-
tures and benefits in this section of your
plan. This is the place to explain all the
key elements of the product or service, in-
cluding its design, underlying technology,
and, especially, competitive advantages in
the marketplace. 

Marketing
Ralph Waldo Emerson probably did

countless small-business people a disserv-
ice when he proclaimed that the world will
beat a path to the door of the inventor of
a better mousetrap. The truth is, of course,
without an effective marketing plan, you’re
unlikely to sell anything. This section of
your plan is the place to tell readers about
your plans for positioning, pricing, placing,
and promoting your product or service to
potential customers.

Operations
Many businesses succeed or fail on the

basis of things that only people who work
there ever notice. Wal-Mart didn’t become
the world’s largest retailer because it
snagged the best locations or hired the best
ad agencies. It beat out Sears, Montgomery
Ward, and the rest because of its extreme-

ly efficient systems for stocking and dis-
tributing the most profitable products in the
most profitable manner. Its likely that your
business is based in large part on some as-
pect of its operations—manufacturing, lo-
gistics, customer service, etc.—that plan
readers will want to know about.

Financial Data
In the financial section you’ll provide

your income statement, balance sheet, cash
flow statement, and other information on
the money side of things. It’s important,
of course, that the final result be some kind
of profit. But internal consistency is also im-
perative. If you don’t stick to your as-
sumptions about profit margins, selling
prices, materials costs, or other key meas-
ures throughout this section, it will show
up immediately. 

For some readers, such as bankers look-
ing for balance sheet assets to collateral-
ize a loan, the financial section may be the
most important part of the plan. For others,
such as employees looking for a great place
to work, it’s the least interesting. But it’s ac-
tually of prime importance for everybody,
because this section is where you’ll distin-
guish a business from a mere hobby. If the

Jimmy Treybig, the founder of Tandem Computers and now a venture capi-
talist in Austin, Texas, says that the executive summary is the most important part
of the plans he reviews. “What I want is 20 sentences that tell me why
someone who gives them money is going to get rich,” says the
veteran businessman.

Treybig’s 20 sentences should contain information on how
the business will address the market, the product idea, the com-
petitive advantage, the amount of money that is needed, who
is on the team, and how it will all come together. Most important
of all, he says, the executive summary should convey urgency.
Treybig wants to be told, “It’s going to explode, and I’d better
invest now or I’m going to miss out.”

Super Summary
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numbers add up to a reasonable return on
your investment, congratulations. Your
plan—and your business—have at least a
reasonable chance of succeeding.

TIPS TO HELP
YOU WIN FUNDING

One of the primary purposes of a busi-
ness plan is to help you obtain financing
for your business. That should be your main
objective. Keep these tips in mind to help
you win the funding you are searching for:
❍ Don’t use hype if you don’t have to. Most

entrepreneurs are very excited when it
comes time to talk about their business
and their plans for the future. But re-
member that most financial experts are
likely to go “by the book” and follow ba-
sic business sense and guidelines when
determining if you will get the funding
you are looking for. Don’t make wild and
crazy claims in your business plan about
your product or service; avoid superla-
tives and keep it simple but effective.

❍ Spend extra time working on the execu-
tive summary. Because venture capital-
ists and investment bankers receive so
many business plans, they sometimes go

right to the executive summary for an
overall view of what your plan is all
about. So if you can’t dazzle them in your
executive summary, you’d better go back
to the drawing board and try again.

❍ Make sure your business plan is complete.
You would be surprised at how many
business plans are submitted with im-
portant data missing. You need to dou-
ble check and triple check to make sure
all of the important components are in-
cluded. Leave nothing to chance. A well-
written and complete business plan gives
you a better chance of success and a bet-
ter chance of getting the fi-
nancing you are looking for.

Buzzword
Logistics is the science

of moving objects from one loca-
tion to another. For manufacturers
and retailers, the logistics of sup-
plies and products is crucial. For
service firms, often the logistics of
moving employees around is more
important.
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Business plans tend to have a lot of ele-
ments in common, like cash flow projec-
tions and marketing plans. And many of
them share certain objectives as well, such
as raising money or persuading a partner to
join the firm. But all business plans are not
the same any more than all businesses are.

Depending on your business and what
you intend to use your plan for, you may
need a very different type of business plan
from what another entrepreneur needs.
Plans differ widely in their length, their ap-
pearance, the detail of their contents, and
the varying emphases they place on differ-
ent aspects of the business. “They come
thick, they come thin, they come ugly, they

come pretty,” says Benjamin M.
Rosen of venture capital firm Sevin
Rosen Management Co. “Mostly,
they just keep coming.” 

DIFFERENCES
AMONG INDUSTRIES

One of the main reasons for differ-
ences among plans is that industries are
different. A retailer isn’t much like a man-
ufacturer, and a professional services firm
isn’t much like a fast-food restaurant. Each
of them requires certain critical compo-

nents for success—components that may be
irrelevant or even completely absent in the
operations of another type of firm.

For instance, inventory is a key concern
of both retailers and manufacturers. Ex-
pert, innovative management of inven-
tory is a very important part of the suc-
cess of Wal-Mart, one of the great all-time

success stories of retail. And Dell Comput-
er, with its direct-sales model, is another en-
terprise skyrocketing to global prominence
with the help of, among other things, very
savvy inventory management. Any business
plan that purported to describe the impor-
tant elements of these businesses would of
necessity have to devote considerable space
to telling how the managers planned to re-
duce inventory, increase returns and so on.

Now let’s take a look at a professional
services firm, such as a management con-
sultant. The consultant has no inventory
whatsoever. Her offerings consist entirely
of the management analysis and advice she
and her staff can provide. She doesn’t have
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to pay now for goods to be sold later or lay
out cash to store products for eventual sale.
The management consultant’s business
plan, therefore, wouldn’t have any section
on inventory or its management, control
and reduction.

This is just one pretty obvious example
of the differences among plans for differ-
ent industries. Sometimes even companies
in more closely related industries have sig-
nificantly different business plans. For in-
stance, a fine French restaurant’s plan might
need a section detailing how the manage-
ment intended to attract and retain a dis-
tinguished chef. At another restaurant, one
catering to the downtown lunchtime crowd,
a great deal of plan space might be devot-
ed to the critical concern of location and
very little to staffing issues. 

PRESENTING YOURSELF 
IN THE BEST LIGHT

The reason plan selection is so impor-
tant is that it has a powerful effect on the
overall impact of your plan. You want your
plan to present yourself and your business
in the best, most accurate light. That’s true
no matter what you intend to use your plan
for, whether it’s destined for presentation
at a venture capital conference or will nev-
er leave your own office or be seen outside
internal strategy sessions.

When you select clothing for an impor-
tant occasion, odds are you try to pick items
that will play up your best features. Think
about your plan the same way. You want
to reveal any positives that your business
may have and make sure they receive due
consideration.

When you select your business plan type,
bear in mind that it’s a lot like picking a
dress or suit for a big interview or social
outing. Flip through your closet carefully—
after all, this outfit may have an important
bearing on how useful your plan eventu-
ally turns out to be.

TYPES OF PLANS
Business plans can be divided roughly

into four separate types. There are very
short plans, or miniplans. And there are
working plans, presentation plans, and even
electronic plans. They require very differ-
ent amounts of labor, and not always with
proportionately different results. That is to
say, a more elaborate plan is not guaran-
teed to be superior to an abbreviated one,
depending on what you want to use it for.

The Miniplan
It’s safe to say that almost every business

idea starts out as a miniplan of some sort.
It may be no more than a quick jotting
down—even a mental scrawl—of some ba-
sic business formula or statement. A thought
such as, “I’m sure I can make one of those
for less than he’s selling them for!” could
be considered a sort of business plan. Ide-
ally, of course, even a miniplan will be more
elaborate than that.

A miniplan may consist of one to 10
pages and should include at least cursory
attention to such key matters as business
concept, financing needs, marketing plan,
and financial statements, especially cash
flow, income projection and balance sheet.
It’s a great way to quickly test a business
concept or measure the interest of a po-
tential partner or minor investor. It can also
serve as a valuable prelude to a full-length
plan later on.

Be careful about misusing a miniplan. It’s
not intended to be a substitute for a full-
length plan. If you send a miniplan to an
investor who’s looking for a comprehen-
sive one, you’re only going to look foolish. 

The Working Plan
A working plan is a tool to be used to

operate your business. It has to be long on
detail but may be short on presentation. As
with a miniplan, you probably can afford a
somewhat higher degree of candor and in-
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formality when preparing a working plan.
In a plan you intend to present to a bank
loan committee, you might describe a rival
as “competing primarily on a price basis.”
In a working plan, your comment about the
same competitor might be: “When is Jones
ever going to stop this insane price-cutting?”

A plan intended strictly for internal use
may also omit some elements that would
be important in one aimed at someone out-
side the firm. You probably don’t need to
include an appendix with resumes of key
executives, for example. Nor would a work-
ing plan especially benefit from, say, prod-
uct photos.

Internal-policy considerations may guide
the decision about whether to include or
exclude certain information in a working
plan. Many entrepreneurs, for instance, are
sensitive about employees knowing the pre-
cise salary the owner takes home from the
business. To the extent such information
can be left out of a working plan without
compromising its utility, you can feel free
to protect your privacy.

Fit and finish are likely to be quite dif-
ferent in a working plan. It’s not essential
that a working plan be printed on high-

quality paper and enclosed in a fancy
binder. An old three-ring with “plan”
scrawled across it with a felt-tip marker will
serve quite well. That doesn’t mean you
should skimp on additions such as graphs
and charts, however. These do more than
look nice. They can be useful tools for com-
municating concepts and trends to other
managers as well as for reinforcing them in
your own mind. 

Internal consistency of facts and figures
is just as crucial with a working plan as with
one aimed at outsiders. You don’t have to
be as careful, however, about such things
as typos in the text, perfectly conforming
to business style, being consistent with date
formats, etc. This document is like an old
pair of khakis you wear to the office on Sat-
urdays or that one ancient delivery truck
that never seems to break down. It’s there
to be used, not admired. 

The Presentation Plan
If you take a working plan, with its low

stress on cosmetics and impression, and
twist the knob to boost the amount of at-
tention paid to its looks, you’ll wind up with
a presentation plan. This plan is suitable for

Sliding By

For Tod Loofbourrow, the presentation of his plan was everything—literally.
The president and founder of Foundation Technologies, a human resources soft-
ware company, grew his company to 70 employees without ever having a con-
ventional plan written down on paper.

But that doesn’t mean Loufbourrow didn’t plan or use his plan wisely. Instead,
he confined his planning to creating impressive presentations, primarily in the
form of slides created in Microsoft PowerPoint, that conveyed the mission
and promise of Foundation to investors. “We raised $8 million in ven-
ture capital with eight PowerPoint slides,” he says. 

“Our plan was really about presenting our story in the form of slides and
oral discussion,” explains Loofbourrow. The key task of a plan, he feels, is
the ability to convey the company’s story economically and convincingly rather
than to amass a pile of detail.
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showing to bankers, investors, and others
outside the company. 

Almost all the information in a presen-
tation plan is going to be the same as your
working plan, although it may be styled
somewhat differently. For instance, you
should use standard business vocabulary,
omitting the informal jargon, slang and
shorthand that’s so useful in the workplace
and is appropriate in a working plan. Re-
member, these readers won’t be familiar
with your operation. Unlike the working
plan, this plan isn’t being used as a re-
minder but as an introduction. 

You’ll also have to include some added
elements. Among investors’ requirements
for due diligence is information on all com-
petitive threats and risks. Even if you con-
sider some to be of only peripheral signif-
icance, you need to address these concerns
by providing the information. In the end,
raising and dealing with such issues will
only make your plan appear stronger. 

The big difference between the presen-
tation and working plans is in the details of
appearance and polish. A working plan may
be run off on the office printer and stapled
together at one corner. A presentation plan
will be printed by a high-quality printer,
probably using color. It will be bound ex-
pertly into a booklet that is durable and easy
to read. It will include graphics such as
charts, graphs, tables and illustrations. 

It’s crucial that you have your presenta-

tion plan proofread repeatedly, in addition
to using spell-checking software. Typos,
misspellings and grammatical errors will de-
tract from the overall impression of smooth
perfection that you want to impart and may
suggest to readers that you are not as thor-
ough as you should be. 

It’s also essential that a presentation plan
be accurate and internally consistent. A mis-
take here could be construed as a misrep-
resentation by an unsympathetic outsider.
At best, it will make you look less than care-
ful. If the plan’s summary describes a need
for $40,000 in financing, but the cash flow
projection shows $50,000 in financing com-
ing in during the first year, you might think,
“Oops! Forgot to update that summary to
show the new numbers.” The investor
you’re asking to pony up the cash, how-
ever, is unlikely to be so charitable. 

The Electronic Plan
The majority of business plans are com-

posed on a computer of some kind, then
printed out and presented in hard copy.
But more and more business information
that once was transferred between parties
only on paper is now sent electronically.
And you may find it appropriate to have an
electronic version of your plan available as
well. An electronic plan can be handy for
presentations to a group using a comput-
er-driven overhead projector, for example,
or for satisfying the demands of a discrim-
inating investor who wants to be able to
delve deeply into the underpinnings of
complex spreadsheets.

An electronic plan may consist of a file
on a floppy disk or one sent by electronic
mail via the Internet. It may be a document
in the format of a popular word processing
program, or a slideshow-type presentation.

One of the nice things about an elec-
tronic business plan is the speed with which
you can transmit it. If you receive an ex-
pression of interest in your company from

Fact Or Fiction? 
The first business plan a venture

capitalist pulls from a pile will have
the most impressive cover, loaded
with color and eye-catching graph-
ics, right? Actually, the deciding fac-
tor in drawing initial attention is
usually the company name, followed
by geographic location.
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a financier or potential partner, you can
electronically mail a plan to this person in

minutes. Relying on express mail
will require at least a day, and

even a cross-town courier will take hours. 
Another potential advantage of an elec-

tronic plan is that it lets a reader, by loading
any spreadsheets it contains into his or her
computer, see the underlying formulas you
use for figuring important numbers. It’s fair-
ly easy to make spreadsheets with inter-
locking formulas that are so complicated it’s
hard to tell exactly what is going on behind
the scenes. Being able to view your calcu-
lations may give some readers an added
comfort level that you’re not trying to pull
the wool over their eyes with your financial
projections. This won’t be the case, by the
way, if your plan’s spreadsheets consist of
only the data copied into a grid format.

It’s worth noting that an electronic plan
is cheaper than a printed one. You can
spend a bundle having a couple dozen
copies of a long plan color-printed and pro-
fessionally bound. Making a new copy of
an electronic plan, on the other hand, is
limited to the cost of a CD. 

There are some problems with electron-
ic plans, however. The fact that they’re eas-
ier to copy and disseminate makes it hard-
er to control who sees your plan. The
person you’re sending it to must have ac-
cess to an appropriate computer and soft-
ware to see it at all. Many people are not
willing to look at electronic plans, prefer-

ring the convenience and familiarity of a
paper plan. So despite some significant ad-
vantages to electronic plans, you aren’t like-
ly to be able to completely replace the pa-
per version.

WHY YOU MAY WANT
MORE THAN ONE PLAN

So you’ve looked over the different types
of plans. Which one is for you? Actually,
odds are good that you’ll need more than
one variety, perhaps even all these and
more besides. That’s because business plans
have many uses and even more audiences.
And if you want to get maximum impact
from your plan, you’ll need to tailor it to
address the particular needs of your audi-
ence of the moment.

Target Audiences
The potential readers of a business plan

are a varied bunch, ranging from venture
capitalists to employees. While this is a di-
verse group, it is a finite one. And each type
of reader does have certain typical interests.
If you know these interests up front, you
can be sure to take them into account when
preparing a plan for that particular audience. 

Active venture capitalists see hundreds
of plans in the course of a year. Most plans
probably receive no more than a glance
from a given venture capitalist before be-
ing rejected, while others get just a curso-
ry inspection prior to being mailed back.
Even if your plan excites initial interest, it
may receive only a few minutes of atten-
tion to begin with. It’s essential with these
harried investors that you make the right
impression fast. Emphasize a cogent, suc-
cinct summary and explanation of the ba-
sic business concept, and do not stint on
the details about the impressive back-
grounds of your management team. 

Bankers tend to be more formal than
venture capitalists and more concerned with
financial strength than with exciting con-

Plan Of Action
You can take a look at

electronic plans others have created by
going to Palo Alto Software’s online
samples of business plans created with
its software. (See Chapter 15 for more
on Palo Alto’s programs.) All it takes is
a trip to the Net at www.bplans.com.
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cepts and impressive resumes. For these
readers, you’ll want to give extra attention
to balance sheets and cash flow statements.
Make sure they’re fully detailed, and come
with notes to explain any anomalies or pos-
sible points of confusion.

Angel investors may not insist on seeing
a plan at all, but, as we pointed out in
Chapter 3, your responsibilities as a busi-
nessperson require you to show them one
anyway. For such an informal investor, pre-
pare a less formal plan. Rather than going
for impressive bulk, seek brevity. An angel
investor used to playing her hunches might
be put off by an imposing plan rather than
impressed with your thoroughness.

If you were thinking about becoming a
partner in a firm, you’d no doubt be very
concerned with the responsibilities you
would have, the authority you would car-
ry, and the ownership you would receive
in the enterprise. Naturally, anyone who
is considering partnering with you is going
to have similar concerns. So make sure that
any plan presented to a potential partner
deals comprehensively with the ownership
structure and clearly spells out matters of
control and accountability. 

Customers who are looking at your busi-
ness plan are probably doing so because
they contemplate building a long-term re-
lationship with you. Also, they are certain-
ly going to be more concerned about your
relationships with your other customers
and, possibly, suppliers, than most plan

readers. So deal with these sections of your
plan in depth. If your customer has special
requirements, such as the ability to make
hourly deliveries to a plant without varia-
tions of more than a few minutes, you’ll
want to talk about your record on these
matters, which would probably be of little
or no interest to other readers. On the oth-
er hand, customers presumably will already
be familiar with trends in your industry,
so you can probably skip or abbreviate
these sections.

Suppliers have a lot of the same concerns
as customers, except they’re in the other di-
rection on the supply chain. They’ll want
to make sure you can pay your bills above
all, so be sure to include adequate cash flow
forecasts and other financial reports. Sup-
pliers, who naturally would like their cus-
tomers to order more and more, are likely
to be quite interested in your growth
prospects. In fact, if you can show you’re
probably going to be growing a lot, you
may be in a better position to negotiate
terms with your suppliers.

Strategic allies usually come to you for
something specific—technology, distribu-
tion, complementary customer sets, etc. So
naturally any plan you show to a poten-
tial ally will stress this aspect of your op-
eration. Sometimes potential allies may also
be potential competitors, of course. So you
may want to present

Fact Or Fiction? 
Many entrepreneurs don’t write plans,

so if you do, that should place you in a
select group, right? Actually, it’s a pretty
big group. Famed venture capitalist Fred-
erick R. Adler estimates he’s seen 3,000
plans cross his desk alone. But most, he
says, “are pretty lousy.”

Plan Pointer
Instead of writing a whole new

plan for each audience, construct a
modular plan with interchangeable
sections. Pull out the resume sec-
tion for internal use, for example,
and plug it back in for presentation
to an investor. A modular, mix-and-
match plan saves time and effort
while preserving flexibility.
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your plan in stages, saving sensitive infor-
mation such as financials and marketing
strategies for later in the process, when trust
has been established.

Managers in your company are using the
plan primarily to remind themselves of ob-
jectives, to keep strategies clear, and to
monitor company performance and market
conditions. You’ll want to stress such things
as corporate mission and vision statements
and analyses of current industry and eco-
nomic factors. The most important part of
a plan intended for management con-
sumption is probably in the financials. You’ll
want to take special care to make it easy
for managers to compare sales revenue,
profitability, and other key financial meas-
ures against planned performance. 

Employees in companies that use open-
book management styles should receive a
version of your plan edited for their un-
derstanding and needs as well as your own

comfort level. It’s good to be frank and
open, but if you’re uncomfortable with, for
instance, employees knowing exactly what
all the managers earn, it’s your option to
leave this information out. As is the case
with managers, an employee’s plan should
make it easy to compare actual production
levels, costs, and other measures against
prior projections. You may also include
some data, such as rates of workplace ac-
cidents or absenteeism, that would be of
only peripheral interest to investors. 

There’s one caution to the plan-cus-
tomization exercise. Limit your alterations
from one plan to another to modifying the
emphasis of the information you present.
Don’t show one set of numbers to a banker
you’re trying to borrow from and another to
a partner you’re trying to lure on board. It’s
one thing to stress one aspect of your op-
eration over another for presentation pur-
poses and entirely another to distort the truth.
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The first part of your
plan that anybody will
see, after the title page
and table of contents,
is the summary. Some-
times called the exec-
utive summary, it could
also be considered sort of
an expanded table of contents.
That’s because it’s more than an
introduction to the rest of the plan.
It’s supposed to be a brief look at the
key elements of the whole plan. 

The actual executive summary
may be only a page or two. In
it you may include your mis-
sion and vision statements, a
brief of your plans and goals, a
quick look at your company and
its organization, an outline of your
strategy, and highlights of your fi-
nancial status and needs.

If you’ve ever read a Cliffs Notes version
of a classic novel, you get the idea. Your
executive summary is the Cliffs Notes to your
business plan. 

THE SUMMARY IS THE
MOST CRITICAL PART

Labor over your summary. Polish it. Re-
fine it. Ask friends and colleagues to take a
look at it and then take their suggestions
to heart. If your plan isn’t getting the re-
sponse you want when you put it to work,

suspect a flaw in
the summary. If
you get a chance
to look at anoth-
er plan that was

used to successfully
raise a pile of cash,

give special scrutiny to
the executive summary.
The summary is the most

important part of your whole
plan. Even though a plan is only
15 or 20 pages, it’s difficult for
most people to keep that much

information in their minds at
once. It’s much easier to get
your arms around the amount
of information—just one or

a few pages—in an ex-
ecutive summary. As a re-

sult, to a considerable ex-
tent your plan is going to be judged on
what you include in the summary and on
how well you present it. 

A good rule of thumb for writing an ef-
fective and efficient business plan is to avoid
repeating information. Brief is better and
clearer, and needless repetition may annoy
some readers and confuse others. So the
summary may be the only place in your
plan where you intentionally do repeat
yourself. But that doesn’t make it any less
valuable. Take extra care when writing your
summary. You’ll be glad you did.

Chapter 6

Sum It Up
Why the executive summary is the

most important part of your plan
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PURPOSES OF THE
EXECUTIVE SUMMARY

The executive summary has to perform
a host of jobs. It has to briefly hit the high
points of your plan. It should point readers
with questions requiring detailed respons-
es to the full-length sections of your plan
where they can get answers. It should ease
the task of anybody whose job it is to read
it, and it should make that task enjoyable
by presenting an interesting and compelling
account of your company. 

A lot of work for a short section? Sure.
But that’s why it comes first, and that’s why
you’re spending so much time on it. 

Simplify Scanning
One of the most important jobs of an

executive summary is to simplify the work
of investors reviewing your plan. Many in-
vestors will never get past the summary if
they find that it contains enough informa-
tion to let them know that this opportuni-
ty is not for them.

Ideally, of course, something quite dif-
ferent will happen when an investor scans
your summary. He or she will become en-
thralled with your concept and excited about
the opportunity to participate. And it could
happen. But not without an executive sum-
mary. That’s the first section people turn to
to simplify the task of scanning your plan,
and, if it’s missing or seriously flawed, you
might as well not have a business plan at all.

Attract Readers
Much of a business plan is dry materi-

al. It’s inappropriate to use a lot of excla-
mation points in a marketing analysis, and
it would definitely look odd if you put dou-
ble-ruled lines printed in incandescent ink
around the net cash flow figure for the first
month you expect to be in the black. The
rules are a little looser in the executive sum-
mary, however. 

Here you’re expected to put on some-
thing of a show, to try to attract readers into
the rest of your plan. You’ll emphasize your
sexy concept and impeccable credentials.
It’s entirely appropriate to use a narrative
style here, by the way, to recount the his-
tory of your company as if it were a thrilling
saga. In fact, telling a great story is one of
the best ways to fulfill a central function of
the summary: attracting readers.

Put Your Best Foot Forward
If you do tell a story in the summary, give

it a happy ending. That’s because, while it’s
your duty in your

plan to fully disclose to investors any sig-
nificant risk factors, you can save that for
later. The summary is the place to put your
best foot forward, to talk up the upside and
downplay the downside.

As always, accentuating the positive
doesn’t mean exaggeration or falsehood. If
there is a really important, unusual risk fac-
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Fact Or Fiction? 
Since the executive summary comes

first in your plan, you may think you
should write it first as well. Actually, how-
ever, you should write it last, after you’ve
spent considerable time mulling over
every other part of your plan. Only then
will you truly be able to produce a sum-
mary of all that is there.

Plan Pointer
Five minutes. This is how long

an average reader will spend with
your plan. If you can’t convey the
basics of your business in that time,
your plan is in trouble. So make
sure your summary, at least, can 
be read in that time and that it’s as
comprehensive as possible within
that constraint.
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tor in your plan—such as that one certain
big customer has to make a huge order or
the whole thing’s kaput—then you will want

to mention that in

your summary. But run-of-the-mill risks like
unexpected competition or simply customer
reluctance can be ignored here. 

Now’s the time you want to use the high-
er end of the market estimates and prof-
itability scales you’ve come up with. Try to
paint a convincing portrait of an opportu-
nity that’s so compelling that only a dullard
would not recognize it and desire to take
part in it. 

Select Your Best Features
In the executive summary you particu-

larly want to summarize your strengths. That
may seem obvious. But how do you know
what your strengths are? And how do you
select which ones to present here?

A lot of the answers to those two ques-
tions will depend on whom you’re pre-
senting your plan to. The special concerns
of particular audiences were covered in the
last chapter. For instance, if you’re talking
to a banker, you’d stress cash flow, man-
agement experience, and balance-sheet
strength. For a partner, the summary would
select organizational flexibility and prospects
for future growth. A venture capitalist will
want very high growth rates, plus some hint
that you’ll be ready to go public or sell out
in a few years.

Present Your Strong Points
Even if your best points aren’t the kind

of things normally included in executive
summaries, try to include them. They may
be your best friends. So don’t neglect to in-
vite them to the party. 

There are several ways you can make
sure your best points receive the lion’s share

Raising The Fund-Raising Roof

Raising money for a business is ordinarily considered a pretty staid line of work.
But not when Howard Getson gets involved. The president and co-founder of In-
tellAgent Control Corp. is famous for his brash but effective requests for money
to grow his sales automation software manufacturing company.

How brash? In 1996, Getson sent a letter to prospective investors with
outrageous lines like, “Return this letter now! You may already have invested
$10 million!” and “This is the most undervalued financing we’ve ever agreed
to accept.”

How effective? Getson raised $6.8 million from 70 investors over two
years with similar pitches. 

Why does it work? Getson melds his in-your-face style with solid finan-
cial acumen. “Really,” he explains, “it is the perfect blend of direct-mail
schlock and true business sense.”

Plan Pointer
Assessing your own strengths and

weaknesses is a lot harder than assess-
ing others’ good and bad points, right?
So when it comes time to select your
best features, it’s also time to solicit
feedback from others. Ask people
whose opinions you trust—colleagues,
associates and peers—whether your
assessment of your idea is off-base or
on target.



of attention. You can mention them first and
the rest last. You can soft-focus on the parts
you like best. Or you can even just leave
out the bad parts entirely until later on in

your plan. 

You can be completely candid without
being unfair to your business’s prospects if
you present the good news first and the bad
news last. People remember what they hear
first. Tell them that “first-quarter sales were
up strongly,” and they’ll more likely recall
that more than what you said in the next
sentence about “some deterioration in prof-
it margins.”

Soft-focusing on your strengths is main-
ly a matter of mentioning the more super-
ficial, pleasant-sounding traits of your com-
pany without going into a lot of detail that
may distract readers from the positive, pow-
erful image you want to portray. For in-
stance, you might say that your plant nurs-
ery is “dedicated to cultivating the finest
landscaping vegetation in the five-county
region.” That sounds nice, so why go into
a lot of detail right now about the fact that
your plans require you to tackle a deeply
entrenched, well-regarded competitor? You
can talk about that later, after the executive
summary has lured readers in. 

Sometimes presenting your best features
is a matter of not mentioning your weak
points until later on in the plan. If, for in-

stance, you have a great idea for a product
but no idea where you’ll have it manufac-
tured, that’s not the kind of thing you want
to mention in the executive summary—al-
though of course you have to bring up this
important issue, and deal with it expertly,
later on in your plan. 

Company Description
If your company is complex, you’ll need

a separate section with a heading like “Com-
pany Description” to adequately describe
its many product lines, locations, services,
or whatever else it is that makes it a little
too complicated to deal with quickly. In any
event, you will probably provide a brief de-
scription, amounting to a few sentences, of
your company in the executive summary.
And for many firms, this is an adequate ba-
sic description of their company. Here are
some sample one- or two-sentence com-
pany descriptions:
❍ John’s Handball Hut is the Hamish Val-

ley’s leading purveyor of handball equip-
ment and clothing. 

❍ Boxes Boxes Boxes Inc. will provide the
people of the metropolitan area with a
comprehensive source for packing ma-
terials, containers, and other supplies for
the do-it-yourself move. 

❍ Johnny AppleCD buys, sells, and trades
used music CDs through locations on the
north and south side of town. 

Legal Structure
Like your company description, if your

firm isn’t complicated in the way it splits
up its ownership, responsibility, authority
and liability, you can dispense with de-
scribing the legal structure in a sentence
or two buried in the summary. But if you
have two subsidiaries, a joint venture with
another firm, and dozens of owners spread
across the country, you may want to have
a special section detailing your company’s
legal structure. 
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Plan Pointer
Every business needs a good cor-

porate slogan, and the company de-
scription of your plan is a good place
to work on one. Keep it short—six
words or fewer—and make a specific
quality statement or service promise.
Top examples: “You’re In Good
Hands With Allstate” and FedEx’s
“When It Absolutely, Positively Has
To Be There Overnight.”
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Most small businesses are run as sole
proprietorships. Solo businesses like these
require little paperwork or expense to set
up, are dissolved just as easily when debt-
free, and have some significant advantages

over other organizations.

One of the best is clarity: You are your busi-
ness, and, to a large extent, your business
is you. Anyone dealing with you in con-
nection with this business knows he or she
is talking to the top person.

Many small businesses are also partner-
ships. These require somewhat more pa-
perwork, for legal and tax purposes. When
you have a partner, you have to have clear-
ly drawn areas of responsibility and ac-
countability. Partners frequently argue about
who is doing more work and taking less
money and similar issues. A partnership can
be a great way to get expertise and other
help for the price of a few shares of stock.
Explaining the basic terms of your part-
nership in your business plan helps read-
ers understand who’s responsible for what.

C corporations are the legal form of most
big companies. Corporations pay taxes, just
like people. They can also own things, get
sued, etc. In fact, if you set up a corpora-
tion, you can let the corporation absorb
much of the liability and other risk that
would otherwise get passed to you. You are
not necessarily responsible, for instance, for
debts owed by the corporation, which isn’t
the case with a sole proprietorship. You do

have to pay taxes on any after-tax profits
you draw from the corporation, however.
Issues of liability and responsibility for debts
are crucial to lenders dealing with corpo-
rations, but banks often prefer dealing with
corporate entities.

S corporations provide much the same
legal shield as C corporations, but they’re
taxed differently. Instead of the corporation
paying taxes on profits and then your hav-
ing to pay taxes on them again, profits from
an S corporation flow directly to you. An-
other benefit of a corporation, S or C, is that
it will survive your death. Lenders like that
security compared with a proprietorship,
whose assets and debts simply become part
of your estate when you die.

Deciding which legal form your business
will take is an important move. It’s also one
that you need to explain in your business
plan so that investors and others will know
whom—legally—they’re dealing with. 

History And Corporate Milestones
How did your business get where it is

today? Where did you get the idea for it?
Everybody likes the feeling of accomplish-
ment. Business plan readers like to hear
about your business accomplishments.
Don’t disappoint them. If your company has
enough of a history to have accomplished
anything at all, provide a short
list of major accomplishments

Plan Of Action
The Small Business Ad-

ministration publishes an inexpen-
sive booklet called Selecting the Le-
gal Structure for Your Firm, by
Antonio M. Olmi. Contact the Small
Business Administration, 409 Third
St. SW, Washington, DC 20416, (202)
205-6600, www.sba.gov and ask for
an order form.

Buzzword
Limited liability cor-

porations, or LLCs, are relatively new
business legal structures that many
companies find attractive. An LLC re-
sembles an S corporation but allows
owners more flexibility in dividing
up profits while still providing liabili-
ty protection.



or a time line to help readers get a quick
feel for milestones you’ve passed.

You might include such things as the first
day you opened for

business, the month you hired your first em-
ployee, the quarter you passed 10 em-
ployees, the day you opened your second
location, the date a patent or trademark was
applied for and granted, and the like.

This is a good chance to show some of
the human side of your company. For in-
stance, you may want to include a photo
of your first annual meeting or of employ-
ees toasting one another to celebrate the
production of your millionth unit. There’s
nothing wrong, even in a business plan,
with reminding potential investors that there
are people behind the pages. 

Financial Milestones
Milestones relating to money are natu-

rally of special interest to investors. So
while you’re rattling off a list of all your
nonfinancial accomplishments, don’t for-
get to include those of a purely mercenary
nature as well. 

Common financial milestones include
the day you made your first sale, the
month you first showed positive cash flow,

and your first profitable quarter and year.
Achievements relating to sales are especially
popular: The month they passed $1 million
in sales is one that many entrepreneurs will
never forget. 

Summarize Your Plans And Goals
It is likely to take a lot of steps to get

where you want to go, and secondary and
tertiary goals may lie between you and your
ultimate goal. It’s important to tell plan read-
ers about many of these—breaking long-
term objectives into short-term and inter-
mediate-term goals shows you’ve thought
things out. But you don’t want to get too
bogged down in the details. 

Mission Statement
A mission statement is a tool used for

covering up stains on wallpaper—oops! The
fact is, many mission statements get writ-
ten, framed, hung, and forgotten. But they
do have use. They’re supposed to commu-
nicate what you’re about and should par-
ticularly include a description of what
makes you different from everybody else
in your field.

Mission statements get daily use by, or
at least exposure to, employees, cus-
tomers and others. But they also have a
place in a plan: They help investors and
other interested parties get a grip on what
makes your com-
pany special.
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Plan Pointer
You may be modest and dislike

bragging. But recall that companies
sometimes become well-known as
much for reaching more or less ar-
bitrary financial milestones as for
their excellent products and servic-
es. Compaq Computer won fame as
the fastest at the time to reach $100
million in sales. Later, its rival Dell
Computer won notice for its speed
in joining the Fortune 500. Don’t
miss a chance to toot your own fi-
nancial horn.

Plan Pointer
Make your mission statement

do double duty as a marketing slo-
gan and employee motivator. Fa-
mous ones include Ford’s (Quality
Is Job One) and Avis (When You’re
Number Two, You Try Harder).
Hint: Slogans are shorter—no more
than six words—and more specific
than most mission statements.
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A mission statement should be a clearly
written sentence or two that tells what you
sell and to whom and why they buy from
you. It may also summarize your goals and
objectives. Here are some examples:
❍ River City Roadsters buys, restores and

resells classic American cars from the
1950s and 1960s to antique-auto buffs
throughout Central Missouri.

❍ Captain Curio is the Jersey Shore’s lead-
ing antique store, catering to high-qual-
ity interior decorators and collectors
across the tri-state area.

❍ August Appleton, Esq., provides low-cost
legal services to personal-injury, work-
ers’ compensation, and age-discrimina-
tion plaintiffs in Houston’s Fifth Ward.

Corporate Vision
A vision statement differs from a mission

statement in the way that a man’s reach ex-
ceeds his grasp. That is to say, a mission
statement should describe the goals and ob-
jectives you could “reasonably” expect to
accomplish. A small software company
whose mission statement included the goal
of “putting Microsoft out of business” would
be looked upon as foolishly naive.

In a vision statement, however, just those
sorts of grandiose, galactic-scale images are
perfectly appropriate. When you “vision”—
to borrow the management consultant’s trick
of turning nouns into verbs—you imagine

the loftiest heights you could scale, not the
next step or several steps on the ladder.

Does a vision statement even have a
place in a business plan? You could argue
that it doesn’t, especially since many include
personal components such as “to love every
minute of my work and always feel I’m do-
ing my best.” But many investors deeply re-
spect visionary entrepreneurs. So if you feel
you have a compelling vision, there’s no
reason not to share it in your plan.

SELECTING A STRATEGY
Probably the only thing worse than

changing horses in the middle of the stream
is never even reaching the middle of the
stream because you’re still standing on the
bank, trying to decide which horse to at-
tempt the crossing with. What’s the point
of this silly image? You need to select a strat-
egy—some strategy—with which to guide
future business decisions. Otherwise, you’ll
never get past knee deep before the cur-
rent sweeps you away.

Veteran business plan readers know this.
They’ve seen lots of businesses, many of
them in the same industry but with differ-
ent strategies. And they know that, while it’s
hard to tell in advance which strategies can
succeed, companies that never settle on one
are almost certain to make little headway. 

So make it plain in your plan that you
have firmly chosen a strategy. Don’t be dog-
matic. Flexibility, paradoxically, is also con-
sidered a virtue. But do let people know
how you plan to attack the market. Some
will disagree, but others will agree and wel-
come your agreement with them. 

COMMON STRATEGIES
Conventional strategic thinking pigeon-

holes virtually all strategies into one of three
categories. Companies try to become the
low-cost producer, to differentiate themselves
somehow or to become niche players. Here’s
a look at the three generic strategies:

Fact Or Fiction? 
Must you have a mission statement?

Not necessarily. Many entrepreneurs
find it difficult to summarize their mis-
sion in a sentence. But people do pay
attention to mission statements. Write
one that steers them wrong, and they’ll
go wrong. So if you can’t accurately
describe your mission in a statement,
do without.



Lowest Cost
Low-cost producers try to make a product

or service at a lower cost than any competi-
tor. It may then sell the product at the low-
est price and thereby gain a large share of the
market. Or, if quality is high enough, it may
charge a higher price and enjoy the resulting
robust profit margins. Most markets are some-
what price sensitive, but the low-cost pro-
ducer strategy works best in markets where
customers are highly price sensitive. Low-cost
strategies are often difficult for small busi-
nesses to follow because the economies of
scale possessed by larger competitors auto-
matically put small firms at a handicap.

Product Differentiation
Differentiate your product from every-

thing else—become the biggest, best, bluest,
oldest, or newest—and you may be able to
charge more, have more loyal customers

and discourage competitors all at the same
time. You can differentiate by adding fea-
tures or by cleverly promoting your prod-
uct so that it merely seems somehow dif-
ferent. Take care to differentiate important
features that will sway customers, howev-
er, or your efforts to follow a strategy of dif-
ferentiation may be in vain.

Niche Marketing
“Nichemanship” is the realm of small

companies. Surviving and prospering in
markets too small to attract competitors is
the one thing entrepreneurs can do far bet-
ter than any big company. You can focus
your company by creating a product or
service that closely fits the needs of a small
group of customers. The beauty of niche-
manship is that you can find plenty to sat-
isfy you without ever attracting the atten-
tion of bigger rivals. The ugly side is that,
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One Bad Apple Strategy

The case of Apple Computer will be taught in business schools for years. The
originator of the personal computer, innovator of enduring ideas in computing,
owner of a fanatical fan base, and creator of many excellent products, Apple
still managed to lose the personal computer market to the IBM clones, and near-
ly to lose itself along the way.

No doubt, Big Blue’s marketing strength played a role. But many analysts
guess that flawed strategy was the main reason Apple squandered its lead.

Essentially Apple differentiated itself with features that turned out to be not the
most important with users. Easiest to use? Most durable? Least likely to crash? All
were true of the Apple machines compared with IBM clones. But IBM’s
strategy of uncloaking the original PC’s architecture and basically
inviting the world to copy it was more valuable in the long run.

Apple refused to license hardware clones and attempted to se-
quester software development to itself as much as it could. As a re-
sult, PC clones got dramatically cheaper and more widely distributed.
Their technology changed faster because there were more partici-
pants in its development. And programmers lined up to write software
for the MS-DOS operating system and its descendant, Windows. In a
few years, Apple held its secrets, but its strategy had lost the market.



Entrepreneur Magazine’s

Creating A Successful Business Plan

71

should your market ever grow big enough,
you may get clobbered.

EXPLAINING HOW
YOU’LL USE THE FINANCING
One of the key sections of your execu-

tive summery should be a quick explana-
tion of how you’ll use the proceeds of any
financing you seek. Basically, you tell the
banker exactly why you need the money,
down to what you’re going to buy with it. 

It’s not necessary to get into too much
detail here. You don’t have to justify every
penny and wind up feeling obligated to ask
for a loan of $23,558.36 because that’s the
exact price of everything you need. It’s per-
fectly OK, alongside entries for “new pizza
oven” and “three months’ rent,” to have in
your sources and uses of funds section a
catch-all category like “other business uses.”

Round your asked-for number up from
minimum needs, and put what’s left over
into some kind of “miscellaneous” grab bag.
You’ll almost certainly need it for some un-
expected something, and most plan read-
ers will appreciate that fact. 

WHAT FINANCIERS LOOK FOR
We’ve already talked at some length about

the characteristics of various financiers. How-
ever, in the context of your executive sum-

mary, you should consider the following:
❍ Venture capitalists look for ways to cash

out and for annual compound rates of
return in the area of 50 percent.

❍ Bankers look for free cash flow to pay
back loans, management experience
and collateral.

❍ Angel investors look for more moder-
ate rates of return but may also want to
be involved.

❍ Friends and family want to get their mon-
ey back so they can remain your friends
and family. 
You may have special considerations to

address in any given plan, depending on
whom you’re targeting it to. For instance,
you may know or suspect that one of the
conditions of getting a loan from your par-
ents is that you employ your black-sheep
sister. Be sure your summary of manage-
ment has a slot—Director of Ephemera
might work—for that unworthy individual.

Don’t forget yourself: It’s a rare com-
pany that doesn’t have any investment from
the entrepreneur or entrepreneurs who
started it. 

USING MONEY
TO MAKE MONEY

The best use of somebody else’s mon-
ey is to buy or build something that will
make more money, both for you and for
that somebody. No matter who your in-
vestor is, you’ll look better if, in the sum-
mary, you can describe a use for borrowed
or invested funds that will directly help to
pay back the provider.

As the business manager, you have con-
siderable discretion about what any given
dollar is spent on. So make sure that in ac-
counting for how you’ll use funds, you
don’t apply borrowed money to, say, your
salary or perks. Use operating income for
those purposes. Investors like to feel they’ve
purchased production tools, not country
club memberships.

Fact Or Fiction? 
“If that’s such a good idea, how

come nobody else has done it?”
You’ve heard that before. Here’s the
answer: Many good ideas are invent-
ed by big companies and discarded
because they’re not great. Frito-Lay,
for instance, won’t introduce a new
chip flavor unless potential first-year
sales exceed $100 million. A good
product idea worth $10 million in
sales to Frito-Lay is no idea at all.



If you’re in manufacturing, then, allocate
invested funds to purchasing important
equipment, the bigger the better. If you’re
in retail, use the cash for store fixtures or
inventory. If you’re in a service company,
direct the infusion to a new marketing pro-
gram that ought to boost sales. 

Who’ll Own What
When you’re just getting started, owner-

ship may seem more of a burden than a
privilege, much less an asset. However,
when a business gets going generating prof-
its and plowing them back into the firm, it
can build value quite rapidly. Even if you
aren’t in an industry likely to purchase
buildings or patent valuable technology, the
business derives value from the fact that it
can generate profits into the future.

The point is, given that your business
is valuable, you’ll need to spell out who
owns what. If you have many equity in-
vestors coupled with a pile of creditors, this
can get pretty complicated. 

For the summary section of your plan, a

basic description such as “Ownership of the
company will be divided so that each of the
four original partners owns 25 percent” will
suffice. If you have to negotiate details of
exactly what any equity investors will get,
there’s time to do that later. For now, you
just want to give people an idea of how the
ownership is divided.

EXTRACTING THE ESSENCE
The key to the executive summary is to

pick out the best parts of every part of your
plan. In other words, you want to extract
the essence. Instead of describing everyone
in your company, tell only about your key
managers. Instead of talking about all your
products, mention only the major ones or
discuss only product lines instead of indi-
vidual products. 

And when you talk about your compa-
ny’s purpose and mission, stick to the high-
lights. You have pages to come where you
can get into the minutiae. But the executive
summary is the first thing people read, so
make sure it’s interesting and to the point.
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The management section of your plan is
where you describe who will run the com-
pany. It may be no more than a simple
paragraph noting that you’ll be the only ex-
ecutive and describing your background.
Or it may be a major section in the plan,
consisting of an organizational chart de-
scribing interrelationships between every
department and manager in the company,
plus bios of all key executives.

For entrepreneur Bill Dunnam, his man-
agement experience really was the compa-
ny. The basic idea behind Hanks Root Beer
Co., the company he co-founded two years
ago, was to compete in a soft drink indus-
try dominated by Coke and Pepsi—not too
promising. But Dunnam’s 11 years’ experi-
ence working for Coca-Cola had the pow-
er to convince everybody—well, everybody
except former Coke colleagues. “They were

like, ‘You’re nuts, Bill,’ ” he recalls. Investors
didn’t agree, and they helped him get Han-
ks off the ground and up to $2 million in
sales the second year.

WHY MANAGEMENT MATTERS
There’s no doubt that the people who

run your company will receive consider-
able scrutiny from financiers as well as from
customers, suppliers, and anyone else with
an interest in your plan. People are, after
all, a company’s most important asset in
many cases. To not adequately address this
issue in a plan is a serious failing. Luckily,
it’s one of the easiest parts of your plan.

WHO ARE YOUR MANAGERS?
Identifying your managers is more than a

matter of giving their names. Plan readers want
to know their qualifications to run your busi-

Chapter 7

Team Work
Who’ s who on your team
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ness. You can provide this by describing them
in terms of the following characteristics.
❍ Education: Impressive educational cre-

dentials among company managers pro-
vide strong qualification for an investor
or other plan reader to feel good about
your company. Use your judgment in de-
ciding what educational background to
include and how to emphasize it. If
you’re starting a fine restaurant and your
chef graduated at the top of her class
from the Culinary Institute of America,
play that front and center. If you’re start-
ing a courier service and your partner has
an anthropology degree from a little-
known school, mention it but don’t make
a big deal out of it. 

❍ Employment: You can be proud to be an
entrepreneur without being ashamed of
having worked for somebody else. In fact,
prior work experience in a related field
is something many investors look for. If
you’ve spent 10 years in management in
the retail men’s apparel business before

opening a tuxedo outlet, an investor can
feel confident that you know what you’re
doing. So describe any rele-
vant jobs you’ve had in terms

of job title, years of experience, names
of employers, etc. But remember, this is-
n’t a resume. You can feel free to skim
over or omit any irrelevant experience,
and you don’t have to provide exact dates
of employment.

❍ Skills: A title is one thing; what you learn
while holding it is another. In addition to
pointing out that you were a district sales
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Beading The Competition

Jerry Free had no experience as an inventor or manager of a product com-
pany when he came up with a better way to put up Sheetrock walls. What he did
have was vast expertise and understanding of the issues involved in putting up
Sheetrock developed through years of doing just that kind of work.

So when he went to a large company, U.S. Gypsum, asking for help mar-
keting Speed Bead, an invention that makes corners easier to build in drywall

construction jobs, it listened. Impressed by Free’s grasp of drywall in-
stallation issues and Speed Beads well-thought-out design, U.S. Gyp-
sum agreed to fund the patenting as well as marketing and distribu-

tion of the idea, in exchange for licensing rights.

“My idea was so simple, I couldn’t believe it hadn’t been done,”
Free says. “And if it hadn’t, then why not?” The simple answer
is, nobody else had the idea and the practical experience to
make it workable. It also took several thousand dollars in ad-

visors’ fees and five years of waiting. But now Free’s Speed Bead
expertise is starting to pay off—he’s still installing drywall, but he’s
doing it from a new truck bought with licensing royalties.

Buzzword
Functional organiza-

tion is a term describing a company
or other entity with a structure that
divides authority and reporting
along functions such as marketing,
finance, etc. These functions cross
product lines and other boundaries.
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manager for a stereo equipment whole-
saler, you should describe your respon-
sibilities and the skills you honed while
fulfilling them. For instance, you’ll note
that you were responsible for hiring sales-
people, planning and budgeting, work-
ing with key accounts, reporting to sen-
ior management, and so on. Each time
you mention skills that you or a member
of your management team has spent years
acquiring at another company, it will be
another reason for an investor to believe
you can do it at your own company. 

❍ Accomplishments: Dust off your plaques
and trot out your calculator for this one.
If one of your team members has been
awarded patents, achieved record sales
gains, or once opened an unbelievable
number of new stores in the space of a
year, now’s the time to tell about it. 
Don’t brag; just speak factually and re-
member to quantify. Say that you have
12 patents, your sales manager had five
years of 30 percent annual sales gains,
and you personally oversaw the grand

openings of 42 stores in 11 months. In-
vestors are looking to back impressive
winners, and quantifiable results speak
strongly to businesspeople of all stripes. 

❍ Personal: Who cares about personal stuff?
Isn’t this business? Sure, but investors want
to know whom they’re dealing with in
terms of the personal side, too. Personal
information on each member of your
management team may include age, city
of residence, notable charitable or com-
munity activities, any relevant health con-
ditions, and, last but far from least, per-
sonal motivation for joining the company.
Investors like to see vigor-
ous, committed, involved

Buzzword
Line organization

describes an organization divided by
product lines, means of production,
industries served, etc. Each line may
have its own support staff for the
various functions.

Whom Do You Describe In Your Plan?

If you’re the only manager, this question is an easy one. But what if you have
a pretty well-established organization already? Should you describe everyone down
to shop foremen or stop with the people who are on your executive committee?
The answer is, probably neither. Instead think about your managers in terms of the
important functions of your business. 

In deciding the scope of the management section of your plan, consider the fol-
lowing business functions and make sure you’ve explained who will handle those
that are important to your enterprise:

❏ Accounting ❏ Advertising ❏ Distribution

❏ Finance ❏ Human Resources ❏ Legal

❏ Marketing ❏ Operations                       ❏ Production

❏ Purchasing ❏ Sales                                ❏ Training

Many businesses contain unique functions. For example, only product com-
panies such as software publishers have product-testing departments. Use the
Other category to list the functions that are unique to your company.



people in the companies they back. De-
scribing the relevant personal details of
your key managers will help investors feel
they know what they’re getting into.

WHAT DOES EACH DO?
There’s more to a job than a title. A di-

rector in one organization is a high and
mighty individual, while in another com-
pany a person bearing the same title is prac-
tically nobody. And many industries have
unique job titles, such as managing edi-
tor, creative director, and junior accountant
level II, that have no counterparts in oth-
er industries.

So when you give your management
team’s background and describe their titles,
don’t stop there. Go on and tell the read-
er exactly what each member of the man-
agement team will be expected to do in the
company. This may be especially important
in a start-up, in which not every position is
filled from the start. If your marketing work
is going to be handled by the CFO until you
get a little further down the road, let read-
ers know this up front. You certainly can’t
expect them to figure that out on their own. 

EXPANDING YOUR TEAM
If you do have significant holes in your

management team, you’ll want to describe
your plans for filling them. You may say,
for example, “Marketing duties are being
handled on a temporary basis by the vice

president for finance. Once
sales have reached the

$500,000 per month level, approximately
six months after start-up, a dedicated vice
president of marketing will be retained to
fulfill that function.”

In some cases, particularly if you’re in
a really shaky start-up and you need solid
talent, you may have to describe in some
detail your plans for luring a hotshot in-
dustry expert to your fledgling enterprise.

MAKING HIRING PROJECTIONS
Work, they say, expands to fill time. No-

body knows that like a small-business own-
er. A job such as balancing the books or
unpacking a new shipment of goods that
should have taken an hour expands to fill
a day. When quitting time comes, there’s
still a whole day’s work to be done and
only you to do it. This is one of the reasons
small-business owners tend to have a slight-
ly harried look all the time. 

You can’t increase the number of hours
in the day, but you can add hands to do it.
The question often becomes, How many
hands do you need? After you ponder this
one for a while, you’ll find yourself won-
dering: When do I need them? How long
do I need them for? Whom, exactly, do I
need? And many other questions. Making
staffing projections is a tricky yet essential
part of business planning.

Let’s say, for example, you wish to add
a second shift at your small factory manu-
facturing storage cases for CD-ROMs. Your
day shift employs 10 factory floor workers
plus a supervisor. Can you just hire 11 peo-
ple and start running the swing shift? Not
necessarily. It may be that two of those
workers only work part time on the pro-
duction line, spending much of their day
helping the shipping department process
incoming materials and outgoing orders.
Two more may devote several hours to rou-
tine maintenance procedures that won’t
have be done twice a day even when a sec-
ond shift is added. So your real needs may

Chapter 7

Team Work

76

Buzzword
Line and staff 

organizations are hybrids in which
staff managers, such as planners
and accountants, act as advisors to 
support line managers, such as the
operations vice president.
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To help you in your strategic staffing projections, consider these factors:

1. What are your key business objectives?

_____________________________________________________________________

_____________________________________________________________________

(Hint: These may be things such as increasing sales or reducing costs. The idea
is to make sure that your hiring decisions fit your strategy. If geographically
expanding your retail store chain is a primary objective, for example, a staffing
plan will have to include trained managers for each new location.)

2. What skills do your workers currently possess?

_____________________________________________________________________

_____________________________________________________________________

3. What new skills will they need to possess? 

_____________________________________________________________________

_____________________________________________________________________

(Hint: You may find you are better off with fewer workers who are more high-
ly trained or have different skill sets.)

4. Which of these skills are central to your business—your core competencies?

_____________________________________________________________________

_____________________________________________________________________

(Hint: You may want to outsource peripheral functions. Accounting, legal mat-
ters, and human resources are frequently outsourced by companies whose
main business is elsewhere and who find it doesn’t make sense to spend the
effort to attract and retain skilled employees in these areas.)

5. List the jobs and job descriptions of the people it will take to provide these skills.

_______________________________________________________________________

_______________________________________________________________________

_____________________________________________________________________

______________________________________________________________________

(Hint: The idea here is to identify the workers whose job titles may mask their
true function in the organization so you can figure out how many and what type
of people you really need to staff a job.)

Now you should be able to make an accurate projection of not only how many 

but what kind of people you need to achieve your long-term objectives.

Strategic Hiring Work Sheet



be for seven production workers and a su-
pervisor—a savings of 20 percent in your
projected staffing increase. It’s decisions like
this that easily can make the difference be-
tween a highly profitable operation and one
barely scraping by.

ADDING AND RETAINING
KEY EMPLOYEES

Finding and retaining good employees
is a challenge, especially when it comes
to key employees. These are the people
who are smart and hard-working and un-
afraid to take risks—and consequently—are
always in great demand. They can always
write their own tickets, and a lot of em-
ployers are happy to go along because
these employees are gold. Bill Gates has
said that Microsoft, which employs 22,000,
would become an unimportant company if
it lost its 20 best people. And the impor-
tance of key employees is no secret. That’s
why you need to address the issue of how
you will attract and retain key employees
in any enterprise in which they are likely
to be important.

Are you starting a software company?
You’ll need an ace programmer or two. A
gourmet restaurant? Then your executive
chef becomes your key employee. An art
gallery? Maybe you can pick great art, but
a sales manager who knows how to close
a deal will be essential. No matter what
business you are in, unless you are one of
the truly rare individuals who really can do
it all, you are likely to find that one or more
central tasks are really better farmed out to
a key employee.

The things that make employees want to
come to work for you and stay vary. At bot-
tom, choosing an employer is a highly per-
sonal decision. That’s why it’s crucial to un-
derstand the individual needs of your key
employees so that you can give them ex-
actly what they want. If you only offer a
higher salary to an employee whose most

important concern is that she work at a job
offering flexible hours so she can care for
an elderly parent, then

you probably won’t retain that employee.
Here are some common concerns that

drive employment decisions:
❍ Benefits: Paid holidays and sick leave,

health insurance, and retirement plans such
as 401(k)s are among the benefits most of-
ten listed as desirable by employees.

❍ Compensation: Salary, bonuses, stock op-
tions, profit sharing, and auto mileage al-
lowances are among the most important
compensation issues to employees.

❍ Miscellaneous: On-site child care, flexi-
ble work hours, paid memberships to
business groups, and a personal day off
on birthdays are hot buttons as well.
Your business plan should consider the

above issues and describe the inducements
you will offer key employees to encourage
them to stay. Especially in a small compa-
ny, an investor is likely to be very leery of
a plan that appears to be based on the ca-
pabilities of a handful of employees unless
the business owner has clearly given a lot
of thought to keeping these important work-
ers on board.

The above list is by no means compre-
hensive, however. Employee needs are as
complex as humanity is. One worker may
stay because she likes the view out her win-
dow on a high floor; somebody in an iden-
tical office may leave because heights make
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Plan Pointer
An organizational chart graphically

sorts your company into its major func-
tional departments—finance, adminis-
tration, marketing, production, etc. It’s
the quickest, clearest way to say who
is in charge of what and who reports
to whom.
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her nervous. One of the most important
needs, especially for highly motivated em-

ployees, is maintaining a con-
stant atmosphere of learning,

challenge and advancement. If you can find
a way to let your employees grow as your
company does, they’re likely to do just that.

OUTSIDE PROFESSIONALS
Some of the most important people who’ll

do work for you won’t work for you. Your
attorney, your accountant, and your insur-
ance broker are all crucial members of your
team. A good professional in one of these
slots can go a long way toward helping you
succeed. The same may be true, to a lesser
extent, for real estate brokers, management
consultants, benefits consultants, computer
consultants and trainers.

Your business plan should reassure read-
ers that you have your bases covered in
these important professional positions.
Readers don’t necessarily want to see an at-
torney on staff. It’s fine that you merely state
that you retain the services of an attorney
in private practice on an as-needed basis.

You don’t even need to name the firm
you’re retaining, although a prestigious
name here may generate some reflected re-
spect for you. For instance, if your firm is
audited by a Big Six firm instead of a local
one-man accounting shop, then by all
means play it up. Few things are more
comforting to an investor that the knowl-
edge that this investment’s disbursement
will be monitored regularly and carefully
by an expert.

Investors invest in companies for profit.
They don’t just give money to people they
like or admire. But it’s also true that if they
don’t like, admire, or at least respect the peo-
ple running your company, they’re likely
to look elsewhere. The management section
of your plan is where you tell them about
the human side of the equation. You can’t
control your readers’ response to that, but
you owe it to them and to your-
self to provide the information.

Plan Of Action
Attracting and Reward-

ing Outstanding Employees (Entrepre-
neur Press), by David Rye, quickly,
economically, and precisely advises
you on finding, hiring and keeping the
best employees.

Buzzword
Outsourcing was a 1990s

trend among big firms, but entrepre-
neurs have known about it for years. If
you’ve ever fired your bookkeeper and
started sending payroll to a service,
you’ve outsourced. Basically, you are
using a service instead of your own
employees to do a specific task. Out-
sourcing can save time and money for
support staff jobs and add flexibility in
production staffing.
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Every business has something to sell, and
the product section (for simplicity’s sake,
we’ll use the term “product” to refer to both
products and services unless otherwise in-
dicated) is where you tell readers what it is
you’re selling.

This is clearly a very important section
of your plan. No matter how expert a team
of managers you’ve assembled is or how
strong your financial underpin-
nings are, unless you have some-
thing to sell or at least plans to
develop it, you don’t really have
a business at all.

While many businesses are found-
ed to develop new, never-before-seen
products, they’re still built around a prod-
uct, even though it may not exist at the mo-
ment. And even for these development-stage
enterprises, it’s just as important to describe
the planned-for product. When Dan DaDalt
went after investors to back his idea for a
new red-colored rum liquor, he and his part-
ner didn’t bother with mixing up any booze.
They spent $1,000 on a Lucite mockup of
the dramatic red bottle and showed that. In-
vestors liked the flavor—to the tune of
$800,000 for the two entrepreneurs. Now
they’re after $2 million, and even though the
start-up, called Redrum, now has a real bev-
erage, the main tool, says DaDalt, will be
“an even cooler-looking bottle.”

WHAT IS YOUR
PRODUCT OR SERVICE? 

It’s easy to talk eloquently about a prod-
uct you believe in. Some highly marketing-

oriented businesses, in fact, are built as
much on the ability to wax rhapsodic about
a product as they are on the ability to buy
or source compelling products to begin
with. The example that comes to mind is J.
Peterman, a catalog operation that has be-
come famous—and highly successful—by
selling prosaic products with the help of ro-
mantic, overblown advertising copy.

It’s very important in your plan to be able
to build a convincing case for the product
or service upon which your business will
be built. The product description section is
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where you do that. In this section, you
should describe your product in terms of
several characteristics, including cost, fea-
tures, distribution, target market, competi-
tion and production concerns. Here are
some sample product descriptions:
❍ Street Beat is a new type of portable elec-

tronic rhythm machine used to create
musical backgrounds for street dances,
fairs, concerts, picnics, sporting events
and other outdoor productions. The
product is less costly than a live rhythm
section and offers better sound quality
than competing systems. Its combination
of features will appeal to sports promot-
ers, fair organizers, and charitable and
youth organizations. 

❍ Troubleshooting Times is the only month-
ly magazine for the nation’s 6,000 own-
ers of electronics repair shops. It provides
timely news of industry trends, service
product reviews, and consumer prod-
uct service tips written in a language serv-

ice shop owners can understand.
❍ HOBO, the Home Business Organiza-

tion, provides business consulting serv-
ices to entrepreneurs who work out of
their homes. The group connects home
business owners with experts who have
extensive experience counseling home
business owners in management, fi-
nance, marketing and lifestyle issues.
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High Flier

Today you can be a frequent shopper, frequent diner, and frequent just-about-
anything-else in addition to being the consumer that started it all, the frequent
flier. The innovation that revolutionized airline marketing and marketing of many
other types of products and services is credited to Robert Crandall, former CEO
of American Airlines.

In the early 1980s, Crandall faced a difficult situation. He and other airlines
flew the same passengers on the same planes over the same routes and, since
they were subject to the same economics, at about the same price. How to make
travelers choose American over United, Delta and other rivals?

Crandall’s solution was the now-ubiquitous frequent flier club. Pas-
sengers who chose American would accumulate points for each trip. When

they had enough, they could redeem the points for free or discounted
travel and, later, other awards. 

The idea neatly solved the problem of how to differentiate nearly iden-
tical transportation services and also encouraged American passengers

to become fiercely loyal to the airline. Today travelers ponder the ques-
tion of which frequent flier club to join almost as carefully as they used

to pore over flight schedules and fare sheets.

Plan Pointer
No ideas to differentiate your

product? Steal someone else’s.
That is, combine your product
with another to create something
new. Dry cleaners do this when
they offer coupons for the 
neighborhood pizza parlor—
which gives out cleaning coupons
with each pie. It’s called coopera-
tive marketing.
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Unlike entrepreneurial peer groups,
which charge members for attending
counseling sessions whether or not they
receive useful advice, HOBO will guar-
antee its services, asking home business
owners to pay only if they derive solid
benefit from the service.
A business plan product description has

to be less image-conscious than an adver-
tising brochure but more appealing than a
simple spec sheet. You don’t want to give
the appearance of trying to snow readers
with a glitzy product sales pitch. On the
other hand, you want to give them a sam-
pling of how you are going to position
and promote the product. 

You should also take note that a busi-
ness plan product description is not nec-
essarily only concerned with consumer ap-
peal. Issues of manufacturability are of
paramount concern to plan readers, who
may have seen any number of business
plans describing exciting products that, in
the end, proved impossible to design and
build economically.

If your product or service has special fea-
tures that will make it easy to build and dis-
tribute, say so. For instance, the portable
rhythm machine maker should point out in
the business plan that the devices will be
constructed using new special-purpose in-
tegrated circuits derived from military ap-
plications, which will vastly increase dura-

bility and quality while 
reducing costs.

WHAT MAKES IT
WORTHWHILE? 

A product description is more than a
mere listing of product features. You have
to highlight your product’s most compelling
characteristics, such as low cost or unique-
ly high quality, that will make it stand out
in the marketplace and attract buyers will-
ing to pay your price. Even the simplest
product has a number of unique potential
selling strengths.

Many of the common unique selling
strengths are seemingly contradictory. How
can both mass popularity and exclusive dis-
tribution be strengths? The explanation is
that it depends on your market and what
its buyers want. 
❍ Features: If your product is faster, bigger

or smaller or comes in more colors, sizes,
and configurations than others on the
market, you have a powerful selling
strength. In fact, if you can’t offer some
combination of features that sets you
apart, you’ll have difficulty writing a con-
vincing plan.

❍ Price: Everybody wants to pay less for
a product. If you can position yourself as
the low-cost provider (and make money
at these rock-bottom prices), you have a
powerful selling advantage. Conversely,
high-priced products may appeal to many
markets for their sheer snob value. One
Amsterdam designer came out with a per-
fume that came in a sealed bottle that
could not be opened. This “virtual per-
fume” was priced the same as Chanel No.
5 and found ready buyers.

❍ Availability: Ford Motor Co.’s F-series
pickups and sedans such as the Taurus
have been perennial bestsellers in the
U.S. auto marketplace at least partly be-
cause there is a Ford dealership in every
town in America. Similarly, if you can get
your product into a major retailer such
as Wal-Mart or Kmart, you create a pow-
erful selling point by piggybacking on

Buzzword
Unique selling

proposition is a term for whatever it
is that makes you different from and
better than the competition in the
eyes of your customers. It’s why
they buy from you instead of some-
one else.
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Following are potential unique selling propositions that any product or service 
maybe able to provide. Look at the list and ask yourself what your product has to of-
fer buyers in each category.

Features:_________________________________________________________________

________________________________________________________________________

Price:___________________________________________________________________

________________________________________________________________________

Service:__________________________________________________________________

________________________________________________________________________

Financing:_______________________________________________________________

________________________________________________________________________

Delivery:_________________________________________________________________

________________________________________________________________________

Reputation:______________________________________________________________

________________________________________________________________________

Training:_________________________________________________________________

________________________________________________________________________

Knowledge:______________________________________________________________

________________________________________________________________________

Experience:______________________________________________________________

________________________________________________________________________

Customers:_______________________________________________________________

________________________________________________________________________

Other:___________________________________________________________________

________________________________________________________________________

When you’ve explained the selling propositions associated with your product in each
of these categories, give each one a score from 1 to 10 based on your evaluation of how
convincing a case you can make for that being a unique selling proposition. The one
or two strengths with the highest scores will be your candidates for inclusion in your
business plan’s product description.

Unique Selling Proposition Work Sheet
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their redoubtable distribution powers.
❍ Service: Excellent service is perhaps the

most important trait
you can add to a plain-
vanilla product to make

it compelling. Many people look not for
the best value or even the best product,
but simply the one they can buy with the
least hassle. 

❍ Financing: Whether you “tote the note”
and guarantee credit to anyone, offer in-
novative leasing, do buybacks, or have
other financing alternatives, you’ll find
that giving people different, more con-
venient ways to pay can lend your prod-
uct a convincing strength. 

❍ Delivery: Nobody wants to wait for any-
thing anymore. If you can offer overnight
shipping, on-site service or 24-hour avail-
ability, it can turn an otherwise unre-
markable product or service into a very
attractive one. 

❍ Reputation: Why do people pay $10,000
for a Rolex watch that keeps worse time
than a $10 Timex? The Rolex reputation
is the reason. At its most extreme, rep-
utation can literally keep you in busi-
ness, as is the case with many compa-
nies, such as IBM and Sears, whose

well-developed reputations have tided
them over in hard times.

❍ Training: Training is a component of
service that is becoming increasingly im-
portant in an era of high-technology
products and services. For many sophis-
ticated software products and electronic
devices, a seller who couldn’t provide
training to buyers would have no chance
at all of landing any orders. 

❍ Knowledge: In the Information Age, your
knowledge and the means you have of
imparting that to customers is an impor-
tant part of your total offering. Retailers
of auto parts, home improvement sup-
plies, and all sorts of other goods have
found that simply having knowledgeable
salespeople who know how to replace
the water pump in an ’85 Chevy will lure
customers in and encourage them to buy.

❍ Experience: “We’ve been there. We’ve
done thousands of installations like yours,
and there’s no doubt we can make this
one work as well.” Nothing could be
more soothing to a skeptical sales
prospect than to learn that the seller has
vast experience at what he’s doing. If you
have ample experience, make it part of
your selling proposition. 

❍ Customers: There’s a reason Michael Jor-
dan gets millions from Nike for endors-
ing Air basketball

Plan Pitfall
Don’t count on getting your

product into a major retailer on its
own merits. The glut of tens of
thousands of new products intro-
duced annually, combined with the
existing plethora of more than
30,000 products stocked by a typi-
cal supermarket, puts retailers in
the driver’s seat. They demand—
and get from almost all new prod-
uct makers—slotting fees, which
are simply payments for the right
to be on store shelves.

Plan Pointer
It’s easy and essential for Inter-

net retailers to make information
part of what they plan to give out.
When pioneer online book retailer
Amazon opened its music CD site,
it included more than 750,000
pages of reviews, interviews, and
articles to encourage data-hungry
Web surfers to visit and, more im-
portant, to buy.



shoes—and it’s not because shoe shop-
pers really think they’ll be able to dunk
if they just purchase new sneaks. The
reason is that they want to be like
Mike, even if it’s just from the ankles
down. If you have prestigious cus-
tomers, mention it in your marketing
materials and in your business plan. 

❍ Other factors: There are many wild cards
unique to particular products, or perhaps
simply little used in particular industries,
with which you can make your product
stand out. For instance, consider a guar-
antee. When consumers know they can
return a faulty product for a refund or re-
pair, they’re often more likely to buy it
over otherwise superior competitors of-
fering less powerful warranties.
The business world is always looking for

a new idea that will influence buying be-
havior, especially if it adds value without

costing a lot. Real estate companies offer a
month’s free rent to new tenants who sign
two-year leases, auto dealers give a year’s
free car washes to the purchaser of a $30,000
vehicle, and entertainment restaurants cater-
ing to kids let parents eat free. Put your
imagination and knowledge of a market and
your own business’s workings to the prob-
lem and you may be able to come up with
an innovative world-beater, too.

WHO’S GOING TO
BUY IT AND WHY?

The world’s not going to beat a path to
the door of the inventor of a passenger pi-
geon trap because there are no passenger
pigeons anymore. The point is, even the
best product must meet a need in the mar-
ket or it’s a curio, not a foundation for a
business plan. So make sure your plan
identifies your markets and potential cus-
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Nothing If Not New

Gary Hoover is a guy to watch. He almost single-handedly invented and proved
the concept of the warehouse-sized bookstore by opening the first Bookstop in
Austin, Texas, in 1982.

His product (or, in this case, service)? A business that would do for books
what Toys “R” Us did for toys and Home Depot did for hardware—create a cat-
egory-killer superstore that stocked everything, had low prices, and offered
great service.

Hoover was more than a visionary with an idea. He had worked as a retail stock
analyst for Citibank, a buyer for Federated Department Stores, and vice president
of marketing and planning for the shopping center arm of May Department Stores
Co. So he could plan as well as dream.

His planning ability showed when he used his business plan to raise $350,000
from private investors to open the first Bookstop. Book superstores have since
proved one of the great retailing innovations, with hundreds of Barnes & Noble
and Borders superstores sprouting up nationwide.

Hoover, in fact, sold Bookstop to Barnes & Noble for $41.5 million in cash in
1989. Then he started an online information publisher, Hoover’s Inc., and now he’s
moved on to a new idea—the travel superstore. There are just two TravelFest Su-
perstores, both in Austin, Texas. But if Gary Hoover’s track record indicates any-
thing, his product will spawn imitators—if not acquirers—soon.
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tomers and tells why they’re going to buy
your product.

The first thing to do is identify the mar-
ket you’re going after. Talk about your mar-
ket in terms of its characteristics, its needs,
and, if possible, its numbers. 

A new Italian restaurant might say it’s go-
ing for families on a budget eating out that
live within a five-mile radius of its location.
It might quote Census Bureau figures show-
ing there are 12,385 such families in its serv-
ice area.

A bicycle seat manufacturer might have
identified as its market casual middle-aged
cyclists who find traditional bike seats un-
comfortable. It may cite American College
of Sports Medicine surveys, saying that sore
buttocks due to uncomfortable seats is the
chief complaint of recreational bicyclists. 

It is important to quantify your market’s
size if possible. If you can point out that
there are more than 6 million insulin-de-
pendent diabetics in the United States, it will
bolster your case for a new easy-to-use in-
jection syringe your company has developed.

LIABILITY CONCERNS
To a typical consumer who’s purchased

her share of shoddy products from unco-
operative manufacturers, it’s cheering to
hear of a multimillion-dollar settlement of
a consumer’s claim against some manufac-

turer. It provides proof that the high and
mighty can be humbled and that some poor
schmuck can be struck by lightning and re-
ceive a big fat check. 

To manufacturers and distributors of
products, however, the picture looks en-
tirely different. Liability lawsuits have
changed the landscape of a number of in-
dustries, from toy manufacturers to chil-
dren’s furniture retailers. If you visit pub-
lic swimming pools these days, for
instance, you don’t see the diving boards
that used to grace the deep ends of almost
all such recreational facilities. The reason
is that fear of lawsuits from injured divers,
along with the increase in liability insur-
ance premiums, has made these boards no
longer financially feasible.

If you’re going to come out with a div-
ing board or offer diving board maintenance
services, you need to be prepared for this
legal issue. Dealing with it may be as sim-
ple as merely including a statement to the
effect that you foresee no significant lia-
bility issues arising from your sale of this
product or service. If there is a liability is-
sue, real or apparent, acknowledge it and
describe in your plan how to deal with it.
For instance, you may want to take note of
the fact that, like all marketers of children’s
bedroom furniture, you attach warning la-
bels and disclaimers to all your products
and also carry a liability insurance policy.

Maybe it’s obvious, but it bears taking
notice of the fact that you must have an at-
torney’s advice on this one. A layman’s
opinion on whether a product is more or
less likely to generate lawsuits is not worth
including in a plan. 

On the subject of liability, here is a
good place to deal with the question of
whether you are already being sued for a
product’s perceived failings and, if so,
how you plan to deal with it. If you can’t
find an answer, you may wind up like pri-
vate aircraft manufacturers, many of which

Fact Or Fiction? 
Don’t assume too much when you’re

looking at a new product or service idea. For
instance, you might think that horseshoers
are an endangered breed in the automobile
era. But actually the leisure and sport horse
industry is thriving, and there are more farri-
ers active today than when horses were the
main mode of transport. Just because some-
thing seems out of fashion doesn’t mean
you’re out of luck.



were forced out of the business by in-
creases in lawsuits following crashes. 

It’s often difficult to get an attorney to
commit herself on paper about the prospects
for winning or losing a lawsuit. Many times
plans handle this with a sentence saying
something along the lines of, “Our legal
counsel advises us the plaintiff’s claims are
without merit.”

LICENSES AND CERTIFICATIONS
Some paperwork is just paperwork, and

some paperwork is essential. Every busi-
ness must file tax returns, and most busi-
nesses must have certain licenses and cer-
tifications to do business. Your plan should
take notice, however briefly, of the fact that
you have received or applied for any nec-
essary licenses and certificates. If you don’t
mention the subject, some plan readers will
assume all is hunky-dory. Others, howev-

er, may suspect the omission means you
haven’t thought about it or are having trou-
ble getting the paperwork in order. Ad-
dressing those concerns now is a worth-
while idea.

Aside from the usual business licenses
and tax forms, there are any number of cer-
tificates and notices you may require, de-
pending on circumstances. Owners of build-
ings must have their elevators inspected
regularly and, in some cities, post the safe-
ty inspection record in public. Plumbers
must be licensed in many states. Even New
York City hot dog vendors must be li-
censed by the city before they can unfurl
their carts’ colorful umbrellas.

For some businesses, their certification
or occupational license essentially is what
they sell. Think of a CPA. A lot of people
sell accounting services. When you go to a
CPA, you’re paying for the probity and skill
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Checking It Twice

Here are some common licenses and certifications you may need. Check
this list to see if there’s anything you may have forgotten:

❏ Business license

❏ DBA (doing business as) or fictitious name statement

❏ Federal Employer ID Number

❏ Local tax forms

❏ Sales tax permit or seller’s permit

❏ Health inspection certificate

❏ Fire inspection certificate

❏ Patent filing

❏ Trademark registration

❏ Zoning variance

Many of these forms and certificates will take days, weeks, months or longer
to arrive after you request them from the appropriate parties. So don’t wait un-
til the last minute to do so. Nothing is more frustrating than sitting in a ready-
to-open store, with employees on the clock and interest charges on inventory
and fixtures ticking away, but unable to serve customers because you don’t have
your sales tax permit.
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represented by the CPA designation, not just
another accountant. You’re basically buy-
ing those initials.

PRODUCT DESCRIPTION
ROUNDUP

You explore a lot of aspects of your busi-
ness in the process of writing a plan. It’s

easy to get confused about what’s of cen-
tral importance. But at bottom, a business
isn’t about financing or location or man-
agement’s experience. It’s about having
something to sell that people want to buy.
Always keep the importance of your prod-
uct or service at the front of your mind, and
it will help make a lot of decisions easier.
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The investment community tends to be-
lieve that any business can be buoyed by
an industry on the rise and that the oppo-
site is true in an industry whose tide is
ebbing. These may or may not be truisms,
but the fact that they are believed among
the investment community means it’s im-
portant you include an industry analysis
in your business plan.

Readers of your business plan may want
to see an industry on a fast-growth track
with few established competitors and great
potential. Or they may be more interested
in a big, if somewhat slower-growing, mar-
ket, with competitors who have lost touch

with the market and are leav-
ing the door open for rivals. 

Whatever the facts are,
you’ll need to support them
with a snapshot analysis of
the state of your industry and
any trends taking place. And
this can’t be mere off-the-cuff
thinking. You’ll need to but-
tress your opinions with mar-

ket research that identifies spe-
cific competitors and outlines their

weaknesses and strengths and barriers to
entry. Finally, and perhaps most important,
you’ll have to convincingly describe what
makes you better and destined to succeed.

Convincing doesn’t necessarily mean
complex. Peter van Stolk, founder of Urban
Juice & Soda, fulfills all desired functions
of an industry description by merely point-
ing visitors to his bookcases full of the hun-
dreds of new beverages he’s been asked to
distribute in his 12 years in business. Most
are long gone, proving his main point: “The
beverage industry is competitive, but there
aren’t a lot of smarts.”

THE STATE OF YOUR INDUSTRY
In the early 1980s, all an entrepreneur

needed was the word “energy” in the title
of his company to draw the attention of
financial backers. At other times, fields such
as biotechnology, computer software or In-
ternet commerce have been seen as veins
of gold waiting to be mined by gleeful in-
vestors. One of the things you will try to do
with your plan is present a case for your in-
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dustry being, if not the next big thing, at
least an excellent opportunity. A section of

your plan dealing with the
state of your industry is the

place to present this information. 
When preparing the state of the indus-

try section, you’ll need to lift your eyes from
your own company and your own issues
and focus them on the outside world. In-
stead of looking at your business as a self-
contained system, you’ll describe the whole
industry you operate in and point to your
position in that universe.

This part of your plan may take a little
more legwork than other sections since
you’ll be drawing together information from
a number of outside sources. You may also
be reporting on or even conducting your
own original research into industry affairs.

MARKET RESEARCH
Successful entrepreneurs are famed for

being able to seemingly feel a market’s
pulse intuitively, to project trends before
anyone else detects them and to identify
needs that even customers are hardly yet
aware of. After you are famous, perhaps
you can claim a similar psychic connection
to the market. But for now, you’ll need
to buttress your claims to market insight
by presenting solid research in your plan.

Market research aims to understand the
reasons consumers will buy your product.
It studies such things as consumer behav-

ior, including how cultural, societal and per-
sonal factors influence that behavior. For
instance, market research aiming to under-
stand consumers who buy in-line skates
might study the cultural importance of hav-
ing a fit physique, the societal acceptabili-
ty of marketing directed toward children,
and the effect of personal influences such
as age, occupation and lifestyle in directing
a skate purchase.

Market research is further split into two
varieties: primary and secondary. Primary
research studies customers directly, while
secondary research studies information that
others have gathered about customers. Pri-
mary research might be telephone inter-
views with randomly selected members of
the target group, while secondary research
might come from membership lists of clubs
catering to the group’s magazine subscrip-
tion records and the like. For your plan, you
can use either type.

The basic questions you’ll try to answer
with your market research include:
❍ Who are your customers? Describe them

in terms of age, occupation, income,
lifestyle, educational attainment, etc.

❍ What do they buy now? Describe their
buying habits relating to your product or
service, including how much they buy,
their favored suppliers, the most popu-
lar features, and
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Buzzword
Psychographics is

the attempt to accurately measure
lifestyle by classifying customers
according to their activities, inter-
ests and opinions. While not per-
fect, a psychographic analysis of
your marketplace can yield impor-
tant marketing insights.

Plan Pointer
You can tell investors where

you are in your industry with a
good descriptive company name.
Experts say to avoid the vague and
generic in favor of the explicit and
unique. So General Duplication is
bad, while Xerox—a unique word
that echoes “xerography,” which is
the technical name for the process
of plain-paper copying—is perfect.
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To start preparing your industry analysis and outlook, dig up the following facts 
about your field:

1. What is your total industrywide sales volume? In dollars? In units?__________________

__________________________________________________________________________

__________________________________________________________________________

2. What are trends in industry sales volume?______________________________________

__________________________________________________________________________

__________________________________________________________________________

3. Who are the major competitors? What are they like?______________________________

__________________________________________________________________________

__________________________________________________________________________

4. What does it take to compete? What are the barriers to entry?______________________

__________________________________________________________________________

__________________________________________________________________________

5. What technological trends affect your industry?__________________________________

__________________________________________________________________________

__________________________________________________________________________

6. What are the main modes of marketing?_______________________________________

__________________________________________________________________________

__________________________________________________________________________

7. How does government regulation affect the industry?____________________________

__________________________________________________________________________

__________________________________________________________________________

8. In what ways are changing consumer tastes affecting your industry?________________

__________________________________________________________________________

__________________________________________________________________________ 

Industry Analysis Work Sheet
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9.  Identify recent demographics trends affectsing the industry.? _________________

______________________________________________________________________

_______________________________________________________________________

10. How sesentive is the industry to seasons and economic cycles? ______________

______________________________________________________________________

______________________________________________________________________

11. What are key financial measures in your industry ( average profits margins, sales

commissions, etc)?______________________________________________________

______________________________________________________________________

______________________________________________________________________

Industry Analysis Work Sheet (cont’d)
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the predominant price points. 
❍ Why do they buy? This is the tricky one,

attempting as it does to delve into con-
sumers’ heads. Answers will depend on
the product and its uses. Cookware buy-
ers may buy the products that offer the
most effective nonstick surfaces, or those
that give the most pans in a package for
a given amount of money, or those that
come in the most decorative colors. 
Although some of these questions may

seem very difficult, you’d be surprised at
the detailed information about markets,
sales figures, and consumer buying moti-
vations that is available. Tapping these in-
formation sources to provide the answers
to as many questions as you can will make
your plan more convincing and your odds
of success higher. 

The industry of selling market research is
a big one, and booming today. You can find

companies that will sell you everything from
industry studies to credit reports on indi-
vidual companies. Market research is not
cheap, however. It requires significant
amounts of expertise, manpower, and tech-
nology to develop solid research. Large
companies routinely spend tens of thousands
of dollars researching things they ultimate-
ly decide they’re not interested in. Smaller
firms can’t afford to do that too often.

However, the best market research can’t
be bought from any provider. It’s the re-
search you do on your own. In-house mar-
ket research might take the form of origi-
nal telephone interviews with consumers,
customized crunching of numbers from
published sources, or perhaps competitive
intelligence you’ve gathered on your rivals. 

But the most likely source of in-house
market research is information you already
have. This information will come from an-
alyzing sales records, gathering warranty
cards containing the addresses and other
information about purchasers, studying
product return rates and customer complaint
cards, and the like. 

You can get in-house market research
data from your own files, so it’s cheaper
than buying it. It’s also likely to be a lot
fresher than third-party market research,
which may have been moldering in some
computer for years. Since it comes from
your own operations, it will almost certainly
be more precisely targeted than a packaged
study and probably better even than a cus-
tom survey you hire someone else to do.

One limitation of in-house market in-
formation is that it may not include exact-
ly what you’re looking for. For instance,
if you’d like to consider offering consumers
financing for their purchases, it’s hard to
tell how they’d like it since you don’t al-
ready offer it. You can get around this lim-
itation by conducting original research—
interviewing customers who enter your
store, for example, or counting cars that

Plan Of Action
Market research

can be expensive. Here are some
sources for inexpensive informa-
tion that may be just as useful as
the high-priced variety:
❍ Chamber of commerce
❍ Trade groups
❍ Department of Commerce
❍ Patent filings
❍ State and local economic 

development agencies
❍ Suppliers
❍ Customers
❍ Companies identical to yours

but in different regions
❍ Competitors’ annual reports, 

ads and news releases
❍ Industry trade journals
❍ Bankers
❍ Universities



pass the intersection where you plan to
open a new location—and combining it
with existing data.

TRENDS
Timing, in business as in other areas of

life, is everything. Marc Andreessen, founder
of Netscape Communications, had the good
fortune to develop software for browsing
the World Wide Web just as the Internet,
which had been around for 20 years, was
coming to widespread popular attention.
The timing of his move made him hundreds
of millions of dollars, while most of those
who came later fell by the wayside.

The best time to address a trend is be-
fore it is even beginning and certainly be-
fore it is widely recognized. If you can pre-
pare a business that satisfies a soon-to-be
popular need, you can generate growth that
is practically off the scale. (This is, by the
way, the combination that venture capital-
ists favor most.) The problem, of course, is
spotting the trends first.

There are a couple of different tech-
niques you can use to identify trends and
to present your identifications in your plan.
A trend is basically a series of occurrences
that indicate a pattern. So trend analysts

look at past events (usually trends them-
selves) and project them forward. For ex-
ample, a trend analyst would look at the
aging U.S. population and project that in
not too many more years, there will be far
more old people than young. The problem
with trend analysis is that it assumes the
past is like the future. Often it’s not; for
instance, the aging population trend would
get upset if a lot of young immigrants ar-
rived and rear large families, throwing off
the age curve.

Another good way to forecast trends is
by test marketing. You try to sell something
in a single store and see how it
does before you roll it out in your
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To Market, To Market

Following are some of the leading market research firms and their specialties:
❍ ACNielsen Corp., 770 Broadway, New York, NY 10003–9595, (646) 654-5000,

www.acnielsen.com. Specialties: TV-viewing habits, retail product sales.

❍ Arbitron Co., 142 W. 57th St., New York, NY 10019-3300, (212) 887-1300, www.
arbitron.com. Specialty: Local broadcast audience measurement.

❍ Burke Marketing Research Inc., 805 Central Ave, Cincinnati, OH 45202, (800) 267-
8052, www.burke.com. Specialties: Syndicated and custom research services.

❍ Gallup Organization Inc., 502 Carnegie Center, #300, Princeton, NJ 08540, (800)
888-5493, www.gallup.com. Specialty: Public opinion polls.

❍ Yankelovich Partners, 400 Meadowmont Village Cir., #431, Chapel Hill, NC 25717,
(919) 932-8600, www.yankelovich.com. Specialty: Social attitudes research.

Buzzword
Positioning is one of the

most effective tools for marketing and for
explaining your marketing approach in your
business plan. Consider these slogans: “You
Try Harder When You’re Number Two.”
“The Uncola.” “The Nonaspirin Pain Reliev-
er.” These famous phrases from Avis, 7UP
and Tylenol stress their positioning against
bigger rivals Hertz, Coca-Cola and Bayer.
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whole chain. Keys to this technique are try-
ing it in a well-selected test market, one that
closely resembles the market you’ll try to
sell to later on.

Focus groups and surveys try to catch
hold of trends by asking people what’s hot.
You can ask open-ended questions: What
type of portable computer would you like

to see? Or show them product samples and
see how they react. This is also tricky be-
cause you are dealing with a small group
of, you hope, representative people and
extrapolating to a larger group. If your
group isn’t representative, your results may
be misleading.

Some other ways you can try to nail a
trend in advance include talking to sales-
people who are in touch with customer
needs, quizzing executives whose jobs are
watching the big picture, reading a wide
variety of periodicals and trying to spot
connections, and hiring think tanks of ex-
perts to brainstorm over what the future
might hold.

In most of these trend-forecasting tech-
niques, statistics plays a big role. Mathe-
maticians assign numerical values to vari-
ables such as loyalty to existing brands, then
build a model that can indicate trends that
are invisible to intuitive analysis. Providing
some statistics in the trends section of your
plan can make it more convincing.

Plan Pointer
One of the most powerful

trend-spotting tools available is the
Statistical Abstract of the United
States, published by the U.S. 
Census Bureau. It contains compar-
ative data on everything from 
national average household food 
expenditures to what Anchorage,
Alaska, residents pay in rent. And
it’s available on CD-ROM. For more 
information and to order a copy,
visit www.census.gov/statab/www.

Soaking The Rich

Sometimes you don’t need fancy market research to spot a customer need.
Lonnie  Johnson, an engineer at NASA’s Jet Propulsion Laboratory, was tinker-
ing with a heat-pump design when he attached a nozzle to a piece of tubing
and stuck it on his bathroom faucet. It made a lousy heat pump, he noticed, but
a great water pistol.

Johnson made a portable prototype for his daughter, who prompt-
ly soaked every kid in the neighborhood. Faced with mounting de-
mands for defensive armament, Johnson took his prototype to the of-
fices of a toy-maker called Larami Corporation. When he squirted a
jet of water across the meeting room, the executives were hooked.

Johnson’s informal market research—and his dramatic pres-
entation of his invention—led Larami to offer him a licensing agree-
ment for the now-ubiquitous Super Soaker line of water pistols.
The deal produces millions annually in licensing fees for Johnson,
who has since started his own product-development company
(www.johnsonrd.com). There’s no word on how he does his mar-
ket research nowadays.



BARRIERS TO ENTRY
If you want to become a semiconduc-

tor manufacturer, you’ll need a billion-dol-
lar factory or two. If you want to have a TV
network, you’ll need programming and af-
filiate stations in at least the major markets.
Want to sell PC operating systems? There’s
a little problem of 60 million customers who
run Windows, and Windows only.

These problems are called barriers to en-
try, and they exist to some extent in all in-
dustries. The barriers may be monetary,
technological, or distribution- or market-re-
lated, or they may simply be a matter of
ownership of prime real estate. (This last is
frequently cited as the real competitive ad-
vantage of McDonald’s, Big Macs notwith-
standing. “Whenever you see a good site,
you find out McDonald’s already owns it,”
groused one fast-food competitor.)

An important part of analyzing your mar-
ket is determining what the barriers to en-
try are and how high they stretch. If the
barriers are high, as is the case with auto-
mobile manufacturing, you can be assured
new competitors are likely to be slow in
springing up. If they’re low, as is the case
with, say, screenwriting, where anybody
with a typewriter can play, you know there
will be an endless supply of competition
lured by the low investment and chance of
easy bucks.

Be alert for innovative competitors while
writing the section of your plan where you
analyze barriers to entry. It may save you
from a disastrous error and will certainly
demonstrate to investors that you’ve
thought your plan through and are not
jumping to conclusions.

IDENTIFYING COMPETITORS
You’re not alone, even if you have a one-

person homebased company. You also have
your competition to worry about. And your
backers will worry about competition, too.
Even if you truly are in the rare position of
addressing a brand-new market where no
competition exists, most experienced peo-
ple reading your plan will have questions
about companies they suspect may be com-
petitors. For these reasons, you should de-
vote a special section of your plan to iden-
tifying competitors. 

If you had to name two competitors in
the athletic shoe market, you’d quickly
come up with Nike and Reebok. But these
by far aren’t the only competitors in the
sneaker business. They’re just the main
ones, and, depending on the business
you’re in, the other ones
may be more important.
If you sell soccer shoes,
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Fact Or Fiction? 
Nobody beats Microsoft, right? Not

quite. Intuit’s Quicken rules personal-fi-
nance software, despite Microsoft’s heavily
promoted Money program. And an operat-
ing system for palmtop computers from
tiny Palm Computing runs on nearly 2 mil-
lion machines, 10 times as many as Mi-
crosoft’s rival Windows CE. The conclu-
sion? Pick the right niche, and you can
beat anybody.

Plan Pitfall
Think twice before deciding

barriers to entry are high for all 
potential competitors. For instance,
you need billions of dollars to start
a semiconductor company—but
not if you contract out fabrication
of the silicon chips to a manufac-
turer. Many semiconductor start-
ups of the past few years do exact-
ly that, providing serious
competition for rivals who as-
sumed the barrier was too high to
allow many new entries.
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for instance, Adidas is a bigger player than
either of the two American firms. And small-
er firms such as Etonic, New Balance and

Saucony also have nich-
es where they are com-
paratively powerful.

You can develop a list of competitors by
talking to customers and suppliers, check-
ing with industry groups, and reading trade
journals. But it’s not enough to simply name
your competitors. You need to know their
manner of operation, how they compete.

Does a competitor stress a selective, low-
volume, high-margin business, or does she
emphasize sales growth at any cost, taking
every job that comes along, whether or not
it fits any coherent scheme or offers an at-
tractive profit? Knowing this kind of infor-
mation about competitors can help you iden-
tify their weaknesses as well as their names.

WHAT MAKES YOU BETTER?
This is one of the most important sec-

tions of your plan. You need to convince
anybody thinking of joining with your
company, as an investor or in another
way, that you offer something obviously
different and better than what is already
available. Sometimes this is called your
distinctive competence or competitive ad-
vantage, but it’s not an overstatement to

call it your company’s reason for being.
Your distinctive competence may lie in

any of the product features discussed in the
last chapter, including cost, features, serv-
ice, quality, distribution, and so forth. Or it
could be something totally different. The
success of a retail convenience store lo-
cated on an interstate highway, for instance,
might depend almost entirely on how close
it is to an exit ramp. 

To figure out your competitive advan-
tage, start by asking yourself:
❍ Why do people buy from me instead of

my competitors? Think about this ques-
tion in terms of product characteristics.
Ask your customers why they buy from
you. Ask noncustomers why they don’t.
Ask suppliers, colleagues, and anybody
you can find. 

❍ What makes me different and, I hope,
better? The answers, carefully ana-
lyzed, should spell out your distinc-
tive competence.
Distinctive competence is not quite as im-

portant if your company operates in the be-
ginning stages of a new industry. When in-
terest and sales in a new field are growing
fast, you can survive and prosper even if you
aren’t clearly better than the rest. If, how-
ever, you plan to take market share away
from established com-

Plan Pointer
Forecast Pro is software that

runs on your Windows PC and lets
nonstatisticians produce sophisticat-
ed business forecasts. Engineered
for lay users, it automatically se-
lects the best forecasting technique
for the job you’re doing. For more
information on Forecast Pro, con-
tact Business Forecast Systems at
(617) 484-5050, or visit them online
at www.forecastpro.com.

Plan Pitfall
To prepare convincing industry

studies, name all competitors, not
just the biggies. Start with the pri-
mary ones. Then keep going to
the secondary ones, trying to
identify virtually every company
that’s a significant player in your
field. Only when you have a com-
prehensive list of competitors can
you truly understand what you’re
up against.



petitors in a mature industry, then distinctive
competence is all-important. Without a con-
vincing case for being very different and
much better than the rest, your business plan
will have a hard time swaying anybody.

OVERALL OUTLOOK
As you set forth either to continue an es-

tablished venture or to start up a business,
it’s important to take note of whether the

tide is rising or ebbing. You may be confi-
dent that you can swim against the flow.
Or you may be looking ahead to a time
when the direction of the tide will change
and be preparing your business to take ad-
vantage of that change. Either way, you’ll
have to convince anybody reading your
plan that you know how to read the tide
charts and use their power to help you
reach your destination.
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Where The Elite Meet To Eat

The Elite Café in Waco, Texas, serves as a good case study of distinctive com-
petence. The Elite has been near the campus of Baylor University serving home-
style cooking for decades under the same ownership. Why do people stop there to
eat instead of at one of the dozens of other restaurants along Interstate 35, many
of them national chains with instantly recognizable names? 

❍ Convenience: The Elite Café is near an exit ramp from both directions, and get-
ting back onto the highway is also easy. 

❍ Visibility: The Elite has a big sign that is easy to spot in plenty of time to get off
the highway.

❍ Customer base: After decades in the same spot, the Elite is a familiar dining
place for thousands of Central Texas residents and travelers.

❍ Geography: The main reason, however, is probably related to the fact that the
Elite is located very near the midpoint of the drive between Dallas and Austin,
the state capital. Anybody making that drive is likely to decide to stop halfway
through to ease the job, and when they do, there will be the Elite Café.
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What are you selling? How are you sell-
ing it? Why would anybody want to buy
from you? These are the kinds of questions
that run through the minds of people read-
ing business plans. The marketing section
of your plan is where you politely but firm-
ly answer them. 

Let there be no misunderstanding: Your
marketing strategy is a very important part
of your plan. Lack of sales is a primary rea-
son for business failure. The marketing sec-
tion is the place where you tell how you
are going to avoid that fate. Nobody knows

that better than Fred Gratzon. After found-
ing Telegroup in 1989, Gratzon couldn’t af-
ford to hire salespeople or do much mar-
keting. In fact, he was literally begging
friends and neighbors to try the discount
long-distance telephone service—mostly
with no success. “I was humiliated,” admits
Gratzon. “But I needed to support my fam-
ily.” It was only after he came up with the
idea of using independent salespeople that
Telegroup connected. He never raised a
dime of capital, but thanks to the market-
ing solution, Telegroup grew to pull in an
estimated $280 million a year in less than
eight years. 

For the marketing section of your plan,
start by describing your strategy in terms of
the traditional four P’s of marketing: prod-

uct, price, place and promotion. 

DEFINING
YOUR PRODUCT

Product, the first of the four P’s,
refers to the features and benefits
of what you have to sell (as usu-
al, we’re using the term as short-
hand for products and services).

Many modern marketers have a
problem with this “P” because it

doesn’t refer to customer service, which
is an important part of the bundle of fea-
tures and benefits you offer to customers.
However, it’s pretty easy to update “prod-
uct” by simply redefining it to include
whatever ancillary services are bundled
into your offering.

There are a number of issues you need
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to address in your product section. You
need to first break out the core product

from the actual product. What
does this mean? The core

product is the nominal product. Say you’re
selling snow cones. A snow cone is your
core product. But your actual product in-
cludes napkins, an air-conditioned seating
area, parking spaces for customers, and so
forth. Similarly, a computer store nominal-
ly sells computers, but it also provides ex-
pert advice from salespeople, a service de-
partment for customers, opportunities to
comparison shop, software, and so on.

It’s important to understand that the core

product isn’t the end of the story. Some-
times the things added to it are more valu-
able than the core product itself. That’s not
necessarily bad, but failing to understand
this is likely to lead to trouble.

In addition to fully defining your prod-
uct, you may need to address other issues
in your marketing plan. For instance, you
may have to describe the process you’re us-
ing for product development. Tell how you
come up with ideas, screen them, test them,
produce prototypes and so on.

You may need to discuss the life cycle
of the product you’re selling. This may be
crucial in the case of quickly consumed
products such as corn chips and in long-
lived items like household appliances. You
can market steadily to corn-chip buyers in
the hopes they’ll purchase from you fre-
quently, but it makes less sense to bombard
people with offers on refrigerators when
they need one only every 10 or 20 years.
Understanding the product’s life cycle has
a powerful effect on your marketing plan. 

Other aspects of the product section may
include a branding strategy, a plan for fol-
low-up products, or line extensions. Keep-
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Buzzword
A branding strategy

is a marketing plan that calls for the
creation of a name, symbol, or de-
sign that identifies and differentiates
a product from other products. Levi
Strauss followed a branding strategy
when it devised the Dockers brand
for a new line of men’s casual slacks.

Tech It To The Limit

Sometimes merely applying technology to a product or service you’re already
offering can provide compelling marketing advantages. Timothy McCarthy found-
ed Sales Building Systems in 1988 to help retail and restaurant chains boost in-
dividual store sales. But his business languished because he couldn’t effectively
teach or motivate store managers to do what he recommended.

In fact, the reverse happened. “Because I was creating additional work for
them, the managers hated me,” says McCarthy. The workbooks he wrote for
them went unused, his advice went ignored, and his sales kept him barely
scraping by.

Then a customer suggested he computerize his course material
and, with the help of automation, ease the task of marketing for store
managers instead of making it harder. “That’s what I did,” says Mc-
Carthy. The switch rapidly raised revenues, after nearly a
decade of slow growth, to $4 million annually.
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ing these various angles on products in mind
while writing this section will help you de-
scribe your product fully and persuasively.

THE PRICE CLUB
One of the most important decisions you

have to make in a business plan is what
price to charge for what you’re selling. Pric-
ing determines many things, from your
profit margin per unit to your overall sales
volume. It strongly influences decisions in
other areas, such as what level of service
you will provide and how much you will
spend on marketing. Pricing has to be a
process you conduct concurrently with oth-
er jobs, including estimating sales volume,
determining market trends and calculat-
ing costs. There are two basic methods you
can use for selecting a price. 

One way is to figure out what it costs you
to produce or obtain your product or serv-
ice, then add in a suitable profit margin. This
markup method is easy and straightforward,
and, assuming you can sell sufficient units
at the suggested price, it guarantees a prof-
itable operation. It’s widely used by retail-
ers in particular. To use it effectively, you’ll
need to know your costs as well as standard
markups applied by others in your industry. 

The other way is more concerned with
the competition and
the customer than

with your own internal processes. The com-
petitive pricing approach looks at what your
rivals in the marketplace charge plus what
customers are likely to be will-
ing to pay and sets prices ac-

cordingly. The second step of this process
is tougher—now you have to adjust your
own costs to yield a profit. Competitive pric-
ing is effective at maintaining your market
appeal and ensuring your enterprise’s long
life, assuming you can sell your goods at
a profit.

FINDING YOUR PLACE
Place refers to channels of distribution,

or the means you will use to put your prod-
uct where people can buy it. Convention-
al distribution systems have three steps: pro-
ducer, wholesaler and retailer. You may
occupy or sell to members of any one of
these steps. Some companies with vertical-
ly integrated distribution, such as Dell Com-
puter, occupy all the steps themselves. Oth-
ers, like franchisors, are parts of systems
that orchestrate the activities among all
channels. Still others, such as independ-
ent retailers, operate in one channel only. 

Distribution tends to be treated as an af-
terthought by many manufacturers. Howev-
er, your distribution scheme is often of crit-
ical importance. Say you have a mass-market
consumer good such as a toy. Whether you
plan effectively to get your product onto

Plan Pointer
Product beauty may be only skin

deep. Packaging, far from merely
containing goods, is an important
part of your product. Attractive
packaging lures looks. Sturdy pack-
aging ensures goods arrive intact.
Environmental consciousness means
recycled or organic packaging may
be more important than the product
inside. So attend to outer as well as
inner product beauty.

Plan Of Action
Price Wars (Prima

Publishing), by Thomas J. Win-
ninger is a 225-page manual for
avoiding or, if necessary, compet-
ing in and winning low-price com-
petitions. The author provides
many illuminating anecdotes of the
dangers of price-cutting as well as
practical steps to follow.
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Before you can select a pricing approach, you need to know your pricing 
objectives. Following are questions to ask yourself about your pricing goals:

1. Which is more important: higher sales or higher profits?
_______________________________________________________________________
______________________________________________________________________

2. Am I more interested in short-term results or long-term performance?
______________________________________________________________________
______________________________________________________________________

3. Am I trying to stabilize market prices or discourage price-cutting?
______________________________________________________________________
_______________________________________________________________________

4. Do I want to discourage new competitors or encourage existing ones to get out 
of the market?
______________________________________________________________________
______________________________________________________________________

5. Am I trying to quickly establish a market position, or am I willing to build 
slowly?
______________________________________________________________________
______________________________________________________________________

6. Do I have other concerns, such as boosting cash flow or recovering product 
development costs?
______________________________________________________________________
______________________________________________________________________

7. What will the impact of my price decision be on my image in the market? How 
does that fit the image I want?
______________________________________________________________________
______________________________________________________________________

Answer these questions first, then prioritize them to decide how each objective will
weigh in setting your pricing strategy. That way, when you present your price objec-
tives in your business plan, it will make sense and be supported by reasonable argu-
ments integrated with your overall business goals.

Setting Pricing Objectives
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shelves in the major grocery, drug and dis-
count store chains may make all the differ-
ence between success and failure.

If you’re selling an informational prod-
uct to a narrow market, such as political
consulting services to candidates for elect-
ed office, physical distribution is of less im-
portance. However, for just about all com-
panies, an effective placement strategy is a
big determinant of success.

Distribution Concerns
There are three main issues in deciding

on a placement strategy: coverage, control
and cost. Cost, it goes almost without say-
ing, is an important part of any business de-
cision, including distribution concerns. The
other two issues, however, are unique to
distribution and are trickier.

Coverage refers to the need to cover a
large or a small market. If you’re selling
laundry soap, you may feel the need to of-
fer it to virtually every household in Amer-
ica. This will steer you toward a conven-
tional distribution scheme running from
your soap factory to a group of wholesalers
serving particular regions or industries to
retailers such as grocery stores and final-
ly to the consumer. 

What if you are reaching out to only a
small group, such as chief information of-
ficers of Fortune 500 companies? In this
case, the conventional, rather lengthy dis-

tribution scheme is clearly inappropriate.
You’re likely to do better by selling direct-
ly to the CIOs through a company sales
staff, sales reps, or perhaps an agreement
with another company that already has sales
access to the CIOs. In both these cases, cov-
erage has a lot of say in the design of your
distribution system.

Control is important for many products.
Ever see any Armani suits at Target? The
reason you haven’t is that Armani works
hard to control its distribution, keeping the
costly apparel in high-end stores where its
lofty prices can be sustained. Armani’s need
for control means that it deals only with dis-
tributors who sell to designer boutiques.
Many manufacturers want similar control
for reasons of pricing, after-sale service, im-
age, and so forth. If you need control over
your distribution, it will powerfully influ-
ence placement decisions.

Location Considerations
For retailers, the big place question in-

volves real estate. Location commonly de-
termines success or failure for many retail-
ers. That doesn’t necessarily mean the same
location will work for all retailers. A low-
rent but high-traffic space near a housing
project may be a poor choice for a retailer
stocking those Armani suits but will work
fine for a fast-food restaurant or conven-
ience store. Your location decision needs
to be tied to your market, your product and
your price.

Two of the most common tools for pick-
ing location are census data

Fact Or Fiction? 
The best plan 

describes a business selling something
everybody needs and yet that has no
competition, right? Not quite. Business
plan readers see so many plans claiming
to have universal markets completely
empty of competitors that they are highly
skeptical of them. If you really are in such
a position, you’ll have to document it ex-
tra thoroughly.

Fact Or Fiction? 
Ever feel you’re going to have to cut

prices to stay in business? Don’t trust
that feeling! Studies show 16 out of 17
businesses that lower prices to compete
eventually go out of business.



and traffic surveys. Retailers relying on walk-
in traffic want to get a location that has a
lot of people walking or driving past. You

can usually get traffic data from
local economic development

agencies or by simply sitting down with a
clipboard and pencil and counting people
or cars yourself. Census data describing the
number, income levels, and other informa-
tion about households in the nearby neigh-
borhoods can be obtained from the same
sources. An animal clinic, for example,
wants to locate in an area with a lot of pet-
owning households. This is the type of in-
formation you can get from census surveys.

PROMOTION NOTION
Promotion, in this context, is virtually

everything you do to bring your company
and your product in front of consumers.
Promotional activities include picking your
company name, going to trade shows, buy-
ing newspaper advertisements, making
telemarketing calls, sending direct mail, us-
ing billboards, arranging co-op marketing,
offering free giveaways and more. Not all
promotions are suitable for all products,
of course, so your plan should select the
ones that will work best for you, explain
why they were chosen, and tell how you’re
going to use them.

Promotion aims to inform, persuade, and
remind customers to buy your products. It
uses a mix that includes four elements: ad-
vertising, personal selling, sales promotion,
and publicity or public relations. 

Advertising Concerns
Advertising is what most people think of

when they think of promotion. About two-
thirds of ads use newspapers, magazines,
broadcast media, direct mail, and outdoor
media or billboards to spread their message.
The rest comes in the form of catalogs or
specialty items such as pens and match-
books, calendars, and the like. 

One of the first things to decide about
your ad campaign is, What are we trying to
do here? You may be advertising to raise
your corporate profile, to improve a tar-
nished image, or simply to generate foot
traffic. Whatever you’re after, it’s important
to set specific goals in terms of such things
as revenue increase, unit volume growth
for new business, inquiries and so forth.
Without specific objectives, it’s hard to tell
what you can afford to do and whether the
campaign is living up to expectations. 

Other Kinds Of Promotion
Personal selling is widely used in busi-

ness-to-business models, in which sales cy-
cles are long, products are complex, and
the dollar amounts tend to be large. They
are also used, however, by
Avon beauty consultants, car
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Buzzword
Co-op promotions are

arrangements between two businesses
to cross-promote their enterprises. When
a soft drink can carries a coupon good
for a discount on the price of entry to
an amusement park, that’s a co-op. 
Countless variations exist.

Plan Of Action
You can get mounds of

economic and demographic market-
ing information—much of it free—
from the U.S. Census Bureau. To
learn more, contact the following of-
fice: Economic and Demographic Sta-
tistics, Bureau of the Census, U.S. De-
partment of Commerce, Data User
Service Division, Customer Service,
Washington, DC 20233, (301) 763-
4100, www.census.gov.
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Select the advertising and promotional expenses you anticipate from the following
list. Briefly describe the goal, such as “new leads” or “10 percent sales gain.” Then
estimate how frequently you’ll insert an ad, run a spot, meet with a consultant, and
so forth. Finally, determine how much this will cost. The bottom line is the starting
figure for your marketing budget

Medium Purpose/Goal How Often? Annual Budget

Ad Agencies

Brochures

Consultants

Designers

Direct Mail

Displays

Internet

Magazines

Newspapers

Trade Journals

Outdoor Ads

Public Relations

Radio

Sales Calls

Samples

Specialties

Telemarketing

Television

Trade Shows

Yellow Pages

Total

Promotional Budget Work Sheet



dealers, and barkers outside taverns on
Bourbon Street in New Orleans. The key
to effective personal selling is recruiting
and training excellent salespeople.

Sales promotion is kind of a grab bag of
promotional activities that don’t fit else-
where. If you offer free hot dogs to the first
100 people who come to your store on Sat-
urday morning, that’s a sales promotion. This
category also includes in-store displays, trade
shows, off-site demonstrations, and just
about anything else that could increase sales
and isn’t included in the other categories. 

Publicity is the darling of small businesses
because it lets them get major exposure at
minimal cost. If you volunteer to write a
gardening column for your local newspa-
per, it can generate significant public aware-
ness of your plant nursery and position you
as a leading expert in the field, all for the
price of a few hours a week spent jotting
down some thoughts on a subject you
know very well already. To buy compara-
ble exposure might cost many thousands
of dollars. Press releases announcing fa-
vorable news about your company are one
tool of publicity; similar releases down-

playing bad news are the flip side.
“Public relations” is a somewhat broad-

er term that refers to the image you present
to the public at large, government entities,
shareholders, and employees. You may
work at public relations through such tools
as company newsletters, legislative lobby-
ing efforts, your annual report, and the like.

Whatever you do, don’t neglect public
relations and publicity. There is no cheap-
er or more powerful tool for promotion. 

FOLLOW-UP PLAN
Customers may ask, “What have you

done for me lately?” Investors and others
reading your business plan want to know,
“What are you going to do for me tomor-
row?” Any serious business plan has to take
note of the fact that every product has a life
cycle, that pricing pressures change over
time, that promotions need to stay fresh,
and that new distribution opportunities are
opening up all the time. So the portion of
your plan where you describe how you’ll
continue your success is a vital one.

The annals of business are full of com-
panies that turned out to be one-trick ponies
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One Man’s Pursuit Of Excellence

In his book In Praise of Excellence, author and business expert Tom Peters
wrote about an entrepreneur who was way ahead of his time when it came to put-
ting together a publicity and marketing plan. Stew Leonard is an entrepreneur who
owns a store in Norwalk, Connecticut, that he calls “the world’s largest dairy.” Leonard
has combined the genius of Walt Disney and Dale Carnegie that delivers a mes-
sage to his customers: “Have fun!” A few years ago, Leonard was grossing more
than $150 million annually, making his store the most successful supermarket in
the country. Customers will drive miles and miles out of their way to go there and
enjoy the hoopla he has put together. He learned how to make the customers’ shop-
ping experience fun, and that is part of what keeps those customers coming back.
Customer service is priority one with Stew Leonard. There is a 3-ton granite boul-
der that sits at the entrance to his store, and it features the store’s two cardinal
rules. “Rule Number 1: The Customer is Always Right. Rule Number 2: If the Cus-
tomer is ever wrong, go back and reread Rule Number 1.”
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that introduced a product or service that
zoomed to stardom but failed to follow it
up with another winner. In the best cases,
these companies survive but fade back into
obscurity. In the worst, they fail to negoti-
ate the switch from booming sales to de-
clining sales and disappear completely. 

You can reduce your chances of wind-
ing up as a one-trick pony by obtaining
patents, registering trademarks, copyright-
ing slogans, and otherwise forestalling com-
petition. Diversifying into more than one
product is another good way to reduce the
risk. It’s a good idea to divert part of any
boost in revenues to studying market trends
and developing new products. 

Investors looking at a plan, especially
those contemplating long-term involvement,
are alert to the risk of backing a one-trick
entrepreneur. Showing competitive barriers
you’ve erected and systems for developing
new products is an important part of calm-
ing their fears.

There’s one caveat when it comes to
learning new tricks, however. Very sim-
ple concepts are the easiest to communi-

cate, and extremely focused companies
usually show the fastest growth—although
not always over the long term. So
you don’t want to appear, in the

process of reducing risk, that you’ve lost
sight of the answers to the key questions:
What are you selling? How are you sell-
ing it? And why would anybody want to
buy from you? 

Plan Of Action
Not sure where to send a

press release or whom to address it
to? Bacon’s Media Information Di-
rectories give names, addresses, and
other contact information for virtual-
ly every newspaper, magazine, and
radio and TV station in the United
States and abroad. Directories come
in various editions and cost $375.
For more details, contact Bacon’s In-
formation Inc. at 332 S. Michigan
Ave., Chicago, IL 60604, PR-MEDIA,
www.bacons.com.

One-Hit Wonder

Back in 1986, all any kid wanted for Christmas was a Teddy Ruxpin. Crazed de-
mand for the $80 talking toy bear pushed its maker, a start-up called Worlds of Won-
der Inc. (WOW), to sales of $327 million in just its second year in business. WOW
went public and was valued at more than half a billion dollars. 

What happened next was a lesson in the need to maintain a ceaseless stream
of new ideas. First, competitors flooded the market with talking dolls that were of-
ten cheaper and of higher quality. Then overall demand declined as the fad faded. 

WOW tried, to be sure. It came out with a game called Lazer Tag.
Next was a gadget dubbed “the world’s most intelligent doll.” But they
never found an understudy to Teddy. Within two years, the company

was bankrupt, and soon it vanished from the scene.

It’s hard to say that WOW would have done better if it had never had
the Ruxpin doll. But there’s little doubt that its failure to follow up

meant that even its blazing initial success amounted to little.
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“Operations” is the term
used to describe how you buy, build and
prepare your product or service for sale.
That covers a lot of ground, including
sourcing raw materials, hiring labor, ac-
quiring facilities and equipment, and ship-
ping off the finished goods. And it’s dif-
ferent ground depending on whether
you’re a manufacturer or a service firm.

Not surprisingly, investors and other plan
readers pay careful attention to the part of
your plan describing your operations. The
good news is that few entrepreneurs skimp
on this section. They usually are highly ex-
pert and interested in operations and love
to talk about it—in fact, one risk is that
you’ll go into too much detail here and

wind up with what amounts to a tech-
nical treatise in which the essential
marketing element seems lost. David
Wheeler recognized that risk when
seeking investors for his software start-
up called InfoGlide Inc. So one of his
first hires was someone to take on the
job of CEO, to deal directly with in-
vestors and high-profile prospects so
Wheeler could get back to the oper-
ations he loved. “That’s what I like,”
he says, “working with database code,
not doing product demos.”

The basic rule for your operations
section is to cover just the major ar-
eas—materials, labor, facilities, equip-
ment and processes—and provide the

major details—things that are critical to op-
erations or that give you competitive ad-

vantage. If you do that, you’ll answer in-
vestors’ questions about operations without
overwhelming them.

OPERATIONS
FOR MANUFACTURERS

Companies that make things have certain
characteristics in common that set them apart
from others, including retailers and service
firms. The big difference is that manufactur-
ers are far more complex. Rather than sim-
ply buying, transporting and selling goods,
they have to take raw materials and labor
and transform them into sellable products. 

Process Points
The lead actor in manufacturing is the

process of production. While product de-
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velopment, marketing and distribution all
play important roles, it’s the production

process that sets manufac-
turers apart from all other

enterprises. And the better your produc-
tion process, the better a manufacturer
you will be. It’s the star that leads to your
company’s success.

A manufacturing production process con-
sists of several components. One step is
usually fabrication, or the making of prod-
ucts from raw materials. There is also as-
sembly of components, testing and inspec-
tion of finished goods.

Manufacturing processes can become ex-
tremely detailed, down to calculating the
number of seconds allowed for a sewing ma-
chine operator to complete the inseam on a
pair of men’s slacks. If you’re an operations-
minded entrepreneur, you may revel in these
details. But control your enthusiasm for minu-
tiae when it comes to writing a business plan.
Stick to the important processes, those es-
sential to your production or that give you
a special competitive advantage.

Personnel And Materials
Manufacturers combine labor and ma-

terials to produce products. Problems with
either one of these critical inputs spell trou-
ble for your business and for its backers.
So plan readers look for strong systems in
place to make sure personnel and materi-
als are appropriately abundant.

You should show in your plan that you
have adequate, reliable sources of sup-
ply for the materials you need to build
your products. Estimate your needs for ma-
terials and describe the agreements with
suppliers, including their length and terms,
that you have arranged to fulfill those
needs. You may also give the backgrounds
of your major suppliers and show that you
have backup sources available should
problems develop. 

It’s an interesting spectacle, every now
and then, to watch an industrial giant
such as an automaker or railroad para-
lyzed by a labor strike. It illustrates the
importance of ensuring a reliable sup-
ply of adequately trained people to run
your processes.

You’ll first need to estimate the number
and type of people you will require to run
your plan. Start-ups can do this by look-
ing at competitors’ plants or by relying on
the founders’ prior experience at other com-
panies. Existing firms can extrapolate what
they’ll need to expand from current opera-
tions. Then show that you can reasonably
expect to be able to hire what you need.
Look at local labor pools, unemployment
rates and wage levels using information
from chambers of commerce or similar en-
tities. If you plan to
import sizable num-
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Buzzword 
Kaizen, a 

Japanese term for continuous 
improvement, swept the world of
business operations in the 1980s
and early 1990s. The idea is to
constantly obtain small gains in
productivity and quality over a
long period.

Plan Pointer
How much detail should you

give about the technology you em-
ploy? A plan for internal use only
can tell all, but be careful not to let
it reach the wrong hands. A plan for
venture capitalists should contain
fewer details. Venture investors are
often expert in their fields but can’t
guarantee confidentiality. Bankers
care less about details, so a basic
outline should do.
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bers of workers, check out housing avail-
ability and build an expense for moving
costs into your budget. 

Getting Equipped
Manufacturing a product naturally re-

quires equipment. A manufacturer is like-
ly to need all sorts of equipment such as
cars, trucks, computers, telephone systems,
and, of course, machinery of every de-
scription for bending metal, milling wood,
forming plastic, or otherwise making a prod-

uct out of raw materials.
Much of this equipment is

very expensive and hard to

move or sell once purchased. Naturally, in-
vestors are very interested in your plans for
purchasing equipment. Many plans devote
a separate section to describing the ovens,
drill presses, forklifts, printing presses, and
other equipment they’ll require.

This part of your plan doesn’t have to be
long, but it does have to be complete. Make
a list of every sizable piece of equipment
you anticipate needing. Include a descrip-
tion of its features, its functions, and, of
course, its cost. 

Be ready to defend the need to own the
more expensive items. Bankers and other in-
vestors are loath to plunk down money for
capital equipment that can only be resold for
far less than its purchase price.

The Facilities Section 
Everybody has to be somewhere. Un-

less you’re a homebased businessperson
or a globe-trotting consultant whose office
is his suitcase, your plan will need to de-
scribe the facilities in which your business
will be housed.

Land and buildings are often the largest
capital items on any company’s balance
sheet. So it makes sense to go into detail

Plan Pitfall
Stay up on technology if you’re in a so-

called software industry—including books,
movies, and music as well as computer
programs. New tools for ripping off intel-
lectual property—like copying recorded
music with digital technology—make
catching copycats tougher than ever. In-
creasingly, your secrets are only safe if you
keep up with the high-tech highwaymen.

The Making Of A Baron

The person most famous for building an empire based on ownership of capital equip-
ment is Andrew Carnegie. In the 19th century, this Scottish immigrant to America
rose from beginnings as a textile-plant worker to become a baron of steel and oil.

Carnegie was always a hard worker—as a teenage delivery boy he was his
family’s primary source of income. But it was his savvy in acquiring capital equip-
ment that made him a business legend.

At the age of 21, Carnegie borrowed to buy shares in a new railroad be-
ing built near his Pennsylvania home. A few years later, he acquired oil field
assets in Titusville, Pennsylvania. In railroad car manufacturing, bridge-build-
ing, and, finally, iron and steel mills, Carnegie followed the same strategy:
Control the means of production.

Shortly after 1900, Carnegie sold out to J.P. Morgan. Those holdings be-
came U.S. Steel, today known as USX Corp.
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Use this work sheet to analyze your facilities requirements. Fill out the sections, then
test available facilities against your requirements.

Space Requirement

Initial Space ___________________________________________________________

Expansion Space ______________________________________________________

Total Space ___________________________________________________________

Location Requirement

Proximity to Labor Pool _________________________________________________

Proximity to Suppliers __________________________________________________

Transportation Availability _______________________________________________

Layout Requirement

_____________________________________________________________________

Cost Requirement (Dollar Amounts of Estimated Expenses)

Purchase/Lease Costs ___________________________________________________

Brokerage Costs _______________________________________________________ 

Moving Costs __________________________________________________________

Improvements Costs ____________________________________________________

Operating Costs ________________________________________________________

Total Cost ______________________________________________________________

Facilities Work Sheet
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about what you have and what you need.
Decide first how much space you require

in square feet. Don’t forget to include room
for expansion if you anticipate growth. 

Now consider the location. You may
need to be close to a labor force and ma-
terials suppliers. Transportation needs such
as proximity to rail, interstate highways or
airports can also be important.

Next ask whether there is any specific
layout that you need. Draw up a floor plan
to see if your factory floor can fit into the
space you have in mind.

To figure the cost of facilities, you’ll first
have to decide whether you will lease or
buy space and what your rent or mort-
gage payments will be for the chosen op-
tion. Don’t forget to include brokerage
fees, moving costs, and the cost of any
leasehold improvements you’ll need. Fi-

nally, take a look at operating costs. Util-
ities including phone, electric, gas, water,
and trash pickup are concerns; also con-
sider such things as maintenance and gen-
eral upkeep.

These aren’t the only operations con-
cerns of manufacturers. You should also
consider your need to acquire or protect
such valuable operations assets as pro-
prietary processes and patented tech-
nologies. For many businesses—Coca-
Cola with its secret soft drink formula
comes to mind—intellectual property is
more valuable than their sizable accu-
mulations of plants and equipment. In-
vestors should be warned if they’re going
to have to pay to acquire intellectual prop-
erty. If you already have it, they will be
happy to learn they’ll be purchasing an
interest in a valuable technology. 

Scaling Success By The Century

Would you like to create a company that will last 150 years? The solid founda-
tion provided by a secure, broad-based patent could be just what you need. Take the
case of Fairbanks Scales.

More than 150 years ago, a Vermont entrepreneur named Thaddeus Fair-
banks grew dissatisfied with the scales available to weigh hemp processed by
a company he’d started with his brother. Fairbanks had already invented a cou-
ple of modestly successful contraptions, including a stove and an iron plow, and
he felt he could improve on the inaccurate and ponderous steelyard scales
then in wide use.

After a spell in his invention shop, Thaddeus emerged with a new type of
scale that used a system of levers and could be buried in the ground, al-
lowing wagonloads of hemp and other materials to be easily, quickly and ac-
curately weighed. He obtained a patent on the invention and then, backed
with $4,000, he and brothers Joseph and Erastus formed Fairbanks Plat-
form Scale in 1830. 

From that humble beginning, with the help of Thaddeus’ patented scale
technology, Fairbanks Scales would dominate the business of weighing
everything from postal letters to canal barges for the next century. After a
merger with its largest distributor in 1916, the company became known
as Fairbanks Morse. In 1988, Fairbanks Scales was purchased back from
Fairbanks Morse and is now the oldest continuing operating manufactu-
ing company in America.



OPERATIONS FOR RETAIL
AND SERVICE FIRMS

Service firms naturally have different
operations requirements from manufac-
turers. Companies that maintain or repair
things, sell consulting, or provide health
care or other services generally have high-
er labor content and lower investments in
plants and equipment.

Another important difference is that serv-
ice and retail firms tend to have much sim-
pler operational plans than manufacturers.
In the process of turning raw materials into
finished goods, manufacturers may employ
sophisticated techniques in a complex se-
ries of operations. By comparison, it’s pret-
ty simple for a retailer to buy something,
ship it to his store, and sell it to a customer
who walks in.

That’s not to say operations are any
less important for retailers and service
firms. But most people already under-
stand the basics of processes such as
buying and reselling merchandise or giv-
ing haircuts or preparing tax returns. So
you don’t have to do as much explain-
ing as, say, someone who’s manufactur-
ing computer chips.

The Importance Of People 
For many service and retail firms, peo-

ple are the main engines of production. The
cost of providing a service is largely driven
by the cost of the labor it entails. And re-
tail employees’ skills and service attitude
drive their employers’ productivity and mar-
ket acceptance to a great degree.

A service firm plan, then, has to devote
considerable attention to staffing. You
should include figures on the local labor
market for low-skilled employees such as
counter clerks. Regional educational at-
tainment data will help readers understand
why you think you can hire sufficient semi-
and higher-skilled workers for a service or
repair operation. You’ll want to include

background information and, if possible,
describe employment contracts for key em-
ployees such as designers, marketing ex-
perts, buyers and the like.

Big-Time Buying 
The ability to obtain reliable, timely, and

reasonably priced supplies of easily salable
merchandise is perhaps the prime skill of
any retailer. If you have what consumers
want when few others do, you’re almost
guaranteed to have strong sales. If you run
out of a hot item, on the other hand, dis-
appointed consumers may leave your store,
never to return.

Operations plans for retailers, therefore,
may devote considerable attention to sourc-
ing desirable products. They may describe
the background and accomplishments of key
buyers. They may detail long-term supply
agreements with manufacturers of in-demand
branded merchandise. They may even dis-
cuss techniques for obtaining on the gray
market desirable products from manufac-
turers who try to restrict the flow of goods
to their stores. 

Site Sensitivity
Manufacturers require certain basic con-

ditions for their sites, but retailers and some
service firms are exquisitely sensitive to a
wide variety of location factors. In some
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Fact Or Fiction? 
Is success a matter of buying low

or selling high? Retailers say that, con-
trary to popular opinion, they really
make their money when they buy, not
sell, goods. The trick, mastered by suc-
cessful retailers like Wal-Mart and Toys
“R” Us, is to buy goods for a price low
enough that you can sell them at a
profit while still attracting customers
and discouraging competitors.
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cases, a difference of a few feet can make
the difference between a location that is vi-
able and one that is not.

Site selection plans for retailers should
include traffic data, demographics of near-
by populations, estimated sales per square
foot, rental rates, and other important eco-
nomic indicators. Service firms such as
restaurants will want many of the same
things. Service firms such as travel agen-
cies, pest control services, and bookkeep-
ing businesses will want to provide infor-
mation about local income levels, housing
and business activity.

Store design also must be addressed. Re-
tailing can be as much about entertaining
shoppers as it is about displaying goods. So
store design becomes very important, es-
pecially for high-fashion retailers. Floor
plans are probably not enough here. Re-
tailers may want to include photos or il-
lustrations of striking displays, in-store bou-
tiques, and the like.  

Information Technology
No matter what business you are in, infor-

mation technology looms large. Manufacturers
link computers to speed orders directly from

their customers’ computers to their production
control software. Retailers place their orders
faster and more accurately using the same sys-
tems. Many service firms, such as travel agents,
accountants, and Web site designers, are also
heavily dependent on technology.

If you use or anticipate using a promis-
ing new technology, whether it’s a Web site
for online commerce or an interactive com-
puter training course to improve customer
service, include it in your description of op-
erations. Investors are always looking for
an operations edge, and if you have it, you
should tell them about it in
your business plan.

Buzzword
Electronic Data 

Interchange, or EDI, is a computer-
to-computer linkup of ordering and
inventory systems between manu-
facturers and retailers. The hookup
helps retailers maintain higher in-
ventories of hot-selling products
and lower inventories overall, while
reducing return rates of unsalable
merchandise for manufacturers.





Entrepreneur Magazine’s

Creating A Successful Business Plan

119

Financial data is always at the back of
the business plan, but that doesn’t mean it’s
any less important than upfront material
such as the description of the business con-
cept and the management team. Astute in-
vestors look carefully at the charts, tables,
formulas and spreadsheets in the financial
section because they know that this infor-
mation is like the pulse, respiration rate,
and blood pressure in a human—it shows
whether the patient is alive and what the
odds are for continued survival. 

Financial statements, like bad news,
come in threes. The news in financial state-
ments isn’t always bad, of course, but tak-
en together they provide an accurate pic-
ture of a company’s current value, plus its
ability to pay its bills today and earn a prof-
it going forward. And this news is very im-
portant to business plan readers. 

The three common statements are a cash
flow statement, an income statement and
a balance sheet. Most entrepreneurs should
provide them and leave it at that. But not

all do. Robert Crowley, vice president of
Massachusetts Technology Development
Corp., a state-owned venture firm, once de-
scribed it as “this horrible disease…called
spreadsheet-itis. It’s the most common ail-
ment in business plans today.” Crowley
says electronic spreadsheet software allows
business plan writers to easily crank out
many pages and many varieties of finan-
cial documents. But this is a case of the
more, the less merry. As a rule, stick with
the big three: income, balance sheet, and
cash flow statements.

These three statements are interlinked,
with changes in one necessarily altering the
others, but they measure quite different as-
pects of a company’s financial health. It’s hard
to say that one of these is more important
than another. But of the three, the income
statement may be the best place to start.

INCOME STATEMENT
An income statement shows you whether

you are making any money. It adds up all
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your revenue from sales and other sources,
subtracts all your costs, and comes up with

the fabled net income fig-
ure, also known as the bot-
tom line. 

Income statements are called various
names—profit and loss statement, or P&L,
and earnings statement are two common
alternatives. And they can get pretty com-
plicated in their attempt to capture sources
of income, such as interest, and expenses,
such as depreciation. But the basic idea is
pretty simple: If you subtract costs from in-
come, what you have left is profit.

To figure your income statement, you
need to gather a bunch of numbers, most
of which are easily obtainable. They include
your gross revenue, which is made up of
sales and any income from interest or sales
of assets; your sales, general and adminis-
trative (SG&A) expenses; what you paid out
in interest and dividends, if anything; and
your corporate tax rate. If you have those,

you’re ready to go.

Sales And Revenue
Revenue is all the income you receive

from selling your products or services as
well as from other sources such as inter-
est income and sales of assets. 

Gross Sales
Your sales figure is the income you re-

ceive from selling your product or service.
Gross sales includes sales minus any re-
turns. It doesn’t include interest or income
from sales of assets. 

Interest And Dividends
Most businesses have a little reserve fund

they keep in an interest-bearing bank or
money market account.
Income from this fund, as
well as from any other in-

terest-paying or dividend-paying securities
they own, shows up on the income state-
ment just below the sales figure.

Other Income
If you finally decide that the branch of-

fice out on County Line Road isn’t ever go-
ing to turn a decent profit and you sell the
land, building and fixtures, the income from
that sale will show up on your income state-
ment as “other income.” Other income may
include sales of unused or obsolete equip-
ment or any income-generating activity
that’s not part of your main line of business.
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Plan Pitfall
Don’t confuse sales with receipts.

Your sales figure represents sales
booked during the period, not nec-
essarily money received. If your cus-
tomers buy now and pay later, there
may be a significant difference be-
tween sales and cash receipts.

Buzzword
What sounds like Elmer

Fudd is actually a common acronym
used on many financial statements. EBIT
stands for “earnings before interest and
taxes”—an admirably descriptive ac-
counting term that probably needs no
further clarification.

Plan Pitfall
Profit and loss statements right-

ly get lots of attention. Without
long-term profits, the future is
questionable. But long-term profits
aren’t the whole answer. You need
balance sheets to know your fi-
nancial position and cash flow
statements to see how that posi-
tion has changed.
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Costs
Costs come in all varieties—that’s no se-

cret. You’ll record variable costs, such as the
cost of goods sold, as well as fixed costs—
rent, insurance, maintenance, and so forth.

You’ll also record costs that are
a little trickier, the prime ex-
ample being depreciation.

Cost Of Goods Sold
Cost of goods sold, or COGS, includes

expenses associated directly with generat-
ing the product or service you’re selling. If
you buy computer components and assem-
ble them, your COGS will include the price
of the chips, disk drives, and other parts, as
well as the wages of the assembly work-
ers. You’ll also include supervisor salaries
and utilities for your factory. If you’re a solo
professional service provider, on the other
hand, your COGS may amount to little more
than whatever salary you pay yourself.

Sales, General And 
Administrative Costs

You have some expenses that aren’t close-
ly tied to sales volume, including salaries for
office personnel, salespeople compensation,
rent, insurance, and the like. These are split
out from the sales-sensitive COGS figure and
included on a separate line. 

Depreciation
Depreciation is one of the most baffling

pieces of accounting wizard work. It’s a pa-
per loss, a way of subtracting over time the
cost of a piece of equipment or a building
that lasts many years even though it may
get paid for immediately.

Depreciation isn’t an expense that in-
volves cash coming out of your pocket. Yet
it’s a real expense in an accounting sense,
and most income statements will have an
entry for depreciation coming off the top
of pretax earnings. 

If you have capital items that you are de-
preciating, such as an office in your home
or a large piece of machinery, your ac-
countant will be able to set up a schedule
for depreciation. Each year, you’ll take a
portion of the purchase price of that item
off your earnings statement. While it hurts
profits, depreciation can, it should be not-
ed, reduce future taxes. 

Interest
Paying the interest on business loans is

another expense that gets a line all to itself
and comes out of earnings just before 
taxes are subtracted. However, this line
doesn’t include payments against principal,
it should be noted. Because these payments
result in a reduction of liabilities—which
we’ll talk about in a few pages in connec-
tion with your balance
sheet—they’re not regard-
ed as expenses on the in-
come statement.

Plan Pitfall
Almost anything can lose value,

but for accounting purposes, land
doesn’t. As a rule, you never depre-
ciate land, although you may depre-
ciate buildings as well as other
long-lived purchases.

Plan Pitfall
Acronyms are handy for those who

know what they mean. But they can easi-
ly get out of hand in the financial data
section of a business plan. SG&A, for
“sales, general, and administrative ex-
pense,” and COGS, for “cost of goods
sold,” are commonly understood. But
when you start throwing around NOPAT
(net operating profit after taxes) and oth-
er obscure terms, you’re likely to confuse
rather than clarify.



Taxes
The best thing about taxes is that they’re

figured last, on the profits that are left after
every other thing has been taken out. Tax
rates vary widely according to where your
company is located, how and whether state
and local taxes are figured, and your spe-
cial tax situation.

The best way to figure taxes is to have
your accountant do a projection of your
tax rate based on past years’ filings and this
year’s projected results. Then multiply that
percentage times your earnings before tax.
We’ve used an estimated effective tax rate
of 30 percent, which is not usually too far
off the mark, for this section. Whatever you
use, you’ll have your net income—the

much talked-about bottom line—after you
take out taxes.

BALANCE SHEET
If the income sheet shows what you’re

earning, the balance sheet shows what
you’re worth. A balance sheet can help an
investor see that a company owns valuable
assets that don’t show up on the income
statement, or that it may be profitable but
is heavily in debt. It adds up everything
your business owns, subtracts everything
the business owes, and shows the differ-
ence as the net worth of the business.

Actually, accountants put it differently
and, of course, use different names. The
things you own are called assets. The things
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In the following income statement for NetKnowledge Internet Training Center, total
receipts from tuition charged to students came to $23,568. The company got an ex-
tra $115 from interest on bank accounts. 

Sales Receipts $23,568

Interest Income 115

COGS 12,615

Gross Margin 11,068

Expenses 4,835

Depreciation 1,125

Operating Earnings 5,108

Interest Expense 1,410

Pretax Earnings 3,698

Income Tax 1,109

Net Income $2,589

Cost of goods sold amounted to $12,615. Subtracting COGS from sales gives the
gross margin of $11,068. Subtracting expenses and depreciation from that returns a
figure of $5,108 for operating earnings. 

NetKnowledge racked up interest charges of $1,410. When this is removed from
operating earnings, the resulting net income before taxes is $3,698. With income
taxes calculated at $1,109, that leaves a net income of $2,589.

Sample Income Statement
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you owe on are called liabilities. And net
worth is referred to as equity.

The three elements are governed by a
simple equation:

Both formulas mean the same thing. A
balance sheet shows your condition on a
given date, usually the end of your fiscal
year. Sometimes balance sheets are com-
pared. That is, next to the figures for the
end of the most recent year, you place the
entries for the end of the prior period. This
gives you a snapshot of how and where
your financial position has changed.

A balance sheet also places a

value on the owner’s equity in the business.
When you subtract liabilities from assets,
what’s left is the value of the equity in the
business owned by you and any partners.
Tracking changes in this number will tell you
whether you’re getting richer or poorer.

Assets
An asset is basically anything you own

of value. It gets a little more complicated in
practice, but that’s the working definition.

Assets come in two main varieties: cur-
rent assets and fixed assets. Current assets
are anything that is easily liquidated or
turned into cash. They include cash, ac-

counts receivables, inventory, marketable
securities, and the like.

Fixed assets include stuff that is harder
to turn into cash.
Examples are land,

buildings, improvements, equipment, fur-
niture and vehicles. 

The fixed asset part of the balance sheet
sometimes includes a negative value—that
is, a number you subtract from the other
fixed asset values. This number is depre-
ciation, and it’s an accountant’s way of
slowly deducting the cost of a long-lived
asset such as a building or a piece of ma-
chinery from your fixed asset value.

Intangibles are another asset category.
They include such things as patents, long-
term contracts, and that ephemeral something
called goodwill. Goodwill consists of such
things as the value of your reputation, which
is not really suscep-
tible to valuation.

Fact Or Fiction? 
You always want to maximize profits,

right? Not always. Savvy entrepreneurs
know that managing reported profits can
save on taxes. Part of the trick is balancing
salaries, dividends, and retained earnings.
Tax regulations treat each differently, and
you can’t exactly do whatever you want.
Get good advice, and be ready to sacrifice
reported profits for real savings.

Plan Pointer
Legendary investor Warren 

Buffett reads thousands of finan-
cial statements describing busi-
nesses every year. He says that in
most cases, the first thing he goes
to is the balance sheet to check a
company’s strength. So if you’d
like to attract an investor of Buf-
fett’s stature, spend time on the
balance sheet.

Liabilities + Equity = Total Assets

It can also be useful to look at it another way:

Assets – Liabilities = Net Worth

Plan Pointer
Many people are uncomfortable

with figuring any value at all for
goodwill but don’t want to ignore it
completely. One common alterna-
tive is to just enter $1 for intangi-
bles and leave it at that.



Probably the best way to think of goodwill
is this: If you sell your company, the IRS says
the part of the sales price that exceeds the

value of the assets is

goodwill. As a result of its slipperiness, some
planners never include an entry for goodwill,
although its value may in fact be substantial. 

Patents, trademarks, copyrights, exclu-
sive distributorships, protected franchise
agreements, and the like do have somewhat
more accessible value. They may never be

turned into cash, but you can estimate their
worth, or at least figure out what you paid
for them and use that. 

Liabilities
Liabilities are the debts your business

owes. They come in two classes: short-term
and long-term. 

Short-term liabilities are also called cur-
rent liabilities. Any debt that is going to be
paid off within 12 months is considered cur-
rent. That includes accounts payable you
owe suppliers, short-term bank loans
(shown as notes payable), and accrued li-
abilities you have built up for such things
as wages, taxes and interest. 

Any debt that you won’t pay off in a year
is long-term. Mortgages and bank loans
with more than a one-year term are con-
sidered in this class.

CASH FLOW STATEMENT
Where did the money go? The cash

flow statement tells you the answer to that.
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Plan Pointer
The two sides of a balance

sheet—assets and liabilities—can be
presented side by side or one on
top of the other. The first is called
columnar format; the second, re-
port format. There’s no rule about
which is best. Do whatever looks
or feels natural.

December 31, 2003

ASSETS LIABILITIES

Cash $4,387 Notes Payable $11,388

Accounts Receivable 12,385 Accounts Payable 2,379

Inventory 1,254 Interest Payable 1,125

Prepaid Expenses 3,548 Taxes Payable 3,684

Other Current Assets 986 Other Current Liabilities 986

Assets 27,358 Long-term Debt 4,896

Intangibles 500 Other Noncurrent Liabilities 1,156

Other Noncurrent Assets      0 Total Liabilities $25,614

Net Worth 24,804

Total Liabilities & 

Total Assests $50,418 Net Worth $50,418

Sample Balance Sheet
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It monitors the flow of cash over a peri-
od of time such as a year, a quarter, or a
month and shows you how much cash
you have on hand at the moment.

The cash flow statement, also called the
statement of changes in financial position,
probes and analyzes changes that have oc-
curred on the balance sheet. It’s different
from the income statement, which describes
sales and profits but doesn’t necessarily tell
you where your cash came from or how
it’s being used.

A cash flow statement consists of two
parts. One follows

the flow of cash into and out of the com-
pany. The other shows how the funds were
spent. The two parts are called, respectively,
sources of funds and uses of funds. At the
bottom is, naturally, the bottom line, called
net changes in cash position. It shows
whether and by how much you improved
your cash on hand during the period.

Sources Of Funds
Sources of funds usually has two main

sections in it. The first shows cash from sales
or other operations. In the cash flow state-
ment, this figure represents all the money
you collected from accounts during this pe-
riod. It may include all the sales you booked
during the period, plus some collections on
sales that actually closed earlier. 

The other category of sources of funds
includes interest income, if any, plus the
proceeds from any loans, line of credit
drawdowns, or capital received from in-
vestors during the period. Again, these fig-
ures represent money actually received dur-

Plan Pointer
One of the key characteristics of

a balance sheet is that it balances.
The bottom lines of both halves of
the balance sheet, assets in one
half and liabilities in the other, are
always equal or balanced.

Penny’s Lack Of Pennies

When Penny McConnell’s dreams came true, her cash flow fell short. The own-
er of an eight-person cookie bakery, McConnell had been making a living selling
low volumes of fresh Penny’s Pastries brand cookies to local stores. Then a buyer
from Southwest Airlines called and said the airline wanted to serve her new cookies
on all its flights. It would be a year’s worth of sales—every month.

Inexperienced at planning for such volume, McConnell made crucial mistakes.
She cut prices to meet Southwest’s budget, which reduced profits. Then she bor-
rowed heavily to buy equipment, order supplies, hire employees, and rent a new fa-
cility, increasing expenses sharply.

When costs rose after a technical problem cropped up, profits vanished completely.
Then losses mounted. Within six months Penny’s Pastries filed for bankruptcy. What
happened? Too much spending, too much discounting, and too little planning doomed
her from the start. Now in business with another venture, McConnell says a well-
thought-out plan might have confirmed what her instincts suggested. “It was such a
tremendous increase in volume,” she says, “that I had a gut
feeling from the beginning it wasn’t going
to work.”



ing the period. If you arranged for a
$100,000 line of credit but only used $10,000
during this period, your sources of funds
would show $10,000.

Uses Of Funds
The sources of funds section often has

only one or two entries, although some
cash statements break out sources of funds
by businesses and product lines. But even
simple statements show several uses of
funds. A cash flow statement will normally
show uses such as cost of goods sold;
SG&A, or sales, general, and administra-
tive expense; and any equipment pur-
chases, interest payments, payments on
principal amounts of loans, and dividends
or draws taken by the owners.

Net Change In Cash 
Few things feel better for a start-up

businessperson than having plenty of cash
in the bank. And few things tell better
what’s going on with cash on hand than
the net change in cash line on your busi-
ness plan. Net change in cash is the dif-
ference between total funds in and total
funds out. If you bring in $1 million and
send out $900,000, your net change in
cash is $100,000. Ideally, you want this
number to be positive and, if possible,
showing an upward trend.

OTHER FINANCIAL
INFORMATION

If you’re seeking investors for your com-
pany, you’ll probably need to provide quite
a bit more financial information than what
is in the income statement, balance sheet
and cash flow statements. For instance, a
personal finance statement may be need-
ed if you’re guaranteeing loans yourself.
Applying business data to other ratios and
formulas will yield important information
on what your profit margin is and what
level of sales it will take for you to reach
profitability. Still other figures, such as the
various ratios, will help predict whether
you’ll be able to pay your bills for long.
These bits of information are helpful to
you as well as to investors, it should be
noted. Understanding and, if possible, mas-
tering them, will help you run your busi-
ness more smoothly.

PERSONAL FINANCIAL 
STATEMENT

Investors and lenders like to see busi-
ness plans with substantial investments by
the entrepreneur, or with an entrepreneur
who is personally guaranteeing any loans
and who has the personal financial strength
to back those guarantees. Your personal
financial statement is where you show plan
readers how you
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Fact Or Fiction? 
Is it possible to have too much

cash? In fact, it is. If your cash is sim-
ply sitting in a bank account, it may
be drawing little or no interest. In a
typical inflation environment, it will
often lose purchasing power from
one day to the next. If you have large
amounts of cash and nothing to do
with it, consider reinvesting in your
company—or perhaps another.

Plan Pointer
Investors like to see entrepre-

neurs who are sharing the risk and
living frugally, especially when the
entrepreneur’s living expenses are
coming out of the investors’ money.
For that reason, many start-ups pay
minimal salaries and allow little or
no dividends or draws against prof-
its to be paid to the owners until
profits are steady.
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The following sample one-month cash flow statement for NetKnowledge Internet

Training Centers reflects $23,568 in sales receipts. That includes sales booked and col-

lected during the period and accounts receivable that were collected. The interest en-

try reflects interest received on NetKnowledge’s cash reserves account at the bank.

The $10,000 was an injection of capital by one of the firm’s partners.

Sources Of Cash

Sales $23,568

Other Sources 0

Interest 115

Invested Capital 10,000

Total Cash In $33,683

Uses Of Cash

COGS $12,615

SG&A 4,835

Interest 1,410

Taxes 1,109

Equipment Purchase 8,354

Debt Principal Payments 2,000

Dividends 0

Total Cash Out $30,323

NET CHANGE IN CASH  $3,360

Beginning Cash on Hand  $4,387

Ending Cash on Hand  $7,747

COGS stands for cost of goods sold and includes primarily salaries paid to Net-
Knowledge’s educators and staff. Sales, general, and administrative, or SG&A,
expenses include the base salary for NetKnowledge’s single salesperson. The in-
terest outlay is for interest on NetKnowledge’s line of credit. The $8,354 entry is
for a new computerized presentation projector. NetKnowledge paid its credit
line down by $2,000 during the same period, and the owners took no draw out
of the business. 

The net result, equal to total cash in minus total cash out, comes to $3,360, and
that is NetKnowledge’s net cash flow for the month.

The bottom two entries sum up NetKnowledge’s current cash position. You add
the amount of cash on hand from the prior period’s cash flow statement to the net
cash flow figure on this statement.

Sample Cash Flow Statement



stack up financially as an individual.
The personal financial statement comes

in two parts. One is similar to a
company balance sheet and

lists your liabilities and assets. A net worth
figure at the bottom, like the net worth fig-
ure on a company balance sheet, equals to-
tal assets minus total liabilities.

A second statement covers your person-
al income. It is similar to a company prof-
it and loss statement, listing all your per-
sonal expenses, such as rent or mortgage
payments, utilities, food, clothing and en-
tertainment. It also shows your sources of
income, including earnings from a job, in-
come from another business you own, child
support or alimony, interest and dividends,
and the like.

The figure at the bottom is your net in-
come; it equals total income minus total ex-
penses. If you’ve ever had to fill out a per-
sonal financial statement to borrow money
for a car loan or home mortgage, you’ve
had experience with a personal financial
statement. You should, in fact, be able to
simply update figures from a previous per-
sonal financial statement.

FINANCIAL RATIOS
Everything in business is relative. The

numbers for your profits, sales, and net
worth need to be compared with other
components of your business for them to
make sense. For instance, a $1 million net

profit sounds great. But what if it took sales
of $1 billion to achieve those profits? That
would be a modest performance indeed.

To help understand the relative signifi-
cance of your financial numbers, analysts
use financial ratios. These ratios compare
various elements of your financial reports
to see if the relationships between the num-
bers make sense based on prior experience
in your industry. 

Some of the common ratios and other cal-
culations analysts perform include your com-
pany’s break-even point, current ratio, debt-
to-equity ratio, return on investment, and
return on equity. You may not need to cal-
culate all these; depending on your indus-
try you may find it useful to calculate vari-
ous others, such as inventory turnover, a
useful figure for many manufacturers and
retailers. But ratios are highly useful tools
for managing, and most are quick and easy
to figure. Becoming familiar with them, and
presenting the relevant ones in your plan,
will help you manage your company bet-
ter and convince investors you are
on the right track.

Break-Even Point
One of the most important calculations

you can make is figuring your break-even
point. This is the point at which revenue
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Plan Of Action
Wondering how

good your credit is? You can get
a copy of your credit report from
any large credit rating agency,
such as Experían, for a nominal
sum. You can call them toll-free
at (888) 397-3742, or visit their
Web site at www.experian.com.

Plan Of Action
Making sense of finan-

cial ratios requires kmowing the
normal ratios for your industry.
Check these two books: Industry
Norms and Key Business Ratios
(D&B) and Statement Studies
(RMA-The Risk Management Asso-
ciation) to compare your apples
with other people’s apples. Both
reference works are available in
many libraries.
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To determine your break-even point, start by collecting these two pieces of information:

1. Fixed costs: These are inflexible expenses you’ll have to make independently of
sales volume. Add up your rent, insurance, administrative expenses, interest, office
supply costs, maintenance fees, etc. to get this number. Put your fixed costs 
here: ____________________.

2. Average gross profit margin: This will be the average estimated gross profit margin,
expressed as a percentage, you generate from sales of your products and servic-
es. Put your average gross profit margin here: _____________________________.

Now divide the costs by profit margin, and you have your break-even point. Here’s
the formula:

Fixed Costs

Profit Margin

If, for instance, your fixed costs were $10,000 a month and your average gross
profit margin 60 percent, the formula would look like this:

$10,000

0.6

So in this case, your break-even point is $16,667. When sales are running at
$16,667 a month, your gross profits are covering expenses. Fill your own num-
bers into the following template to figure your break-even point:

$

Break-Even Analysis Work Sheet

= Break-Even Point

= $16,667

= $



equals costs. Another way to figure it is to
say it’s the level of sales you need to get
to for gross margin or gross profit to cov-
er all your fixed expenses. Knowing your

break-even point is im-
portant because when
your sales are over this

point, they begin to produce profits. When
your sales are under this point, you’re still
losing money. This information is handy
for all kinds of things, from deciding how
to price your product or service to figur-
ing whether a new marketing campaign is
worth the investment.

The process of figuring your break-even
point is called break-even analysis. It may
sound complicated, and if you were to
watch an accountant figure your break-
even point, it would seem like a lot of
mumbo-jumbo. Accountants calculate fig-
ures with all sorts of arcane-sounding la-
bels, such as variable cost percentage and
semifixed expenses. These numbers may
be strictly accurate, but given all the un-
certainty there is with projecting your
break-even point, there’s some question
as to whether extra accuracy is worth all
that much.

There is, however, a quicker if somewhat
dirtier method of figuring break-even. It is

described on the work sheet on page 129.
While this approach may not be up to ac-
counting-school standards, it is highly use-
ful for entrepreneurs and, more important,
it can be done quickly, easily, and fre-
quently, as conditions change.

Once you get comfortable with work-
ing break-even figures in a simple fashion,
you can get more complicated. You may
want to figure break-even points for indi-
vidual products and services. Or you may
apply break-even analysis to help you de-
cide whether an advertising campaign is
likely to pay any dividends. Perform break-
even analyses regularly and often, espe-
cially as circumstances change. Hiring more
people, changing your product mix, or be-
coming more efficient all change your
break-even point.

Current Ratio
The current ratio is an important meas-

ure of your company’s short-term liquidity.
It’s probably the first ratio anyone looking
at your business will compute because it
shows the likelihood that you’ll be able to
make it through the next 12 months.

Figuring your current ratio is simple.
You divide current assets by current lia-
bilities. Current assets consist of cash, re-
ceivables, inventory and other assets like-
ly to be sold for cash in a year. Current
liabilities consist of bills that will have to
be paid before 12 months pass, includ-
ing short-term notes, trade
accounts payable, and the
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Buzzword
Liquidity measures

your company’s ability to convert
its noncash assets, such as inven-
tory and accounts receivable, into
cash. Essentially, it measures your
ability to pay your bills.

Plan Pitfall
Financial reports should be 

prepared according to Generally 
Accepted Accounting Principles.
GAAP—pronounced “gap”—isn’t
precise. For instance, you can often
choose faster or slower methods of
depreciating an asset. Stretching
GAAP too far may lead to trouble,
such as a shareholder lawsuit. 
Accountant audits are designed to
ensure you don’t fall into the gap
between GAAP and trouble.
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portion of long-term debt due in a year or
less. Here’s the current ratio formula:

For example, say you have $50,000 in
current assets and $20,000 in current lia-
bilities. Your current ratio would be: 

The current ratio is expressed as a ra-
tio; that is, the previous page’s example
shows a current ratio of 2.5 to 1 or 2.5:1.
That’s an acceptable current ratio for many
businesses. Anything less than 2:1 is like-
ly to raise questions.

Quick Ratio
This ratio has the best name—it’s also

called the acid-test ratio. The quick ratio
is a more conservative version of the cur-
rent ratio. It works the same way but leaves
out inventory and any other current assets
that may be a little harder for you to turn

into cash. You’ll normally get a lower num-
ber with the quick ratio than with the cur-
rent ratio—1:1 is acceptable in many in-
dustries. 

Sales/Receivables Ratio
This ratio shows how long it takes you

to get the money owed you. It’s also called
the average collection period and receiv-
ables cycle, among other names. Like most
of these ratios, there are various ways of
calculating your sales/receivables cycle,
but the simplest is to divide your average
accounts receivable by your annual sales
figure and multiply it by 360, which is con-
sidered to be the number of days in the
year for many business purposes.

If your one-person computer consulting
business had an average of $10,000 in out-
standing receivables and was doing about
$120,000 a year in sales, here’s how you’d
calculate your receivables cycle:

Accounting Through The Ages

If you don’t understand accounting as well as you should, you can’t blame it on
being a recent innovation. Double-entry accounting dates at least from 1340, and
the first book on accounting, by a monk named Luca Pacioli, was published in 1494. 

Surprisingly, a medieval accountant would feel quite comfortable
with much of what goes on today in an accounting department. But
accountants haven’t been sitting back and relaxing during the in-
tervening centuries. They’ve thought up all kinds of ways to meas-
ure the health and wealth of businesses (and businesspeople).

There are more ratios, analyses, and calculations than you
can shake a green eye shade at. And wary investors are prone
to using a wide variety of those tests to make sure they’re not
investing in something that went out of style around the time
Columbus set sail. So although accounting may not be your favorite subject, it’s a
good idea to learn what you can. Otherwise, you’re likely to be seen as not much
more advanced than a 14th-century monk.

= 

x 360

= 2.5

Current 
Ratio

$50,000
$20,000

Current Assets
Current Liabilities

Receivables
Sales



If you divide 1 by 12 on a calculator,
you’ll get .08333, which gives you the same
answer, accounting for rounding. Either
way, your average collection period is 30
days. This will tell you how long, on aver-
age, you’ll have to wait to get the check af-
ter sending out your invoice. Receivables
will vary by customer, of course. You should
also check the receivables cycle number
against the terms under which you sell. If
you sell on 30-day terms and your aver-
age collection period is 40 days, there may
be a problem, such as customer dissatis-
faction, poor industry conditions, or simply
lax collection efforts on your part, that you
need to attend to.

Inventory Turnover
Retailers and manufacturers need to hold

inventory, but they don’t want to hold any
more than they have to because interest,
taxes, obsolescence, and other costs eat up
profits relentlessly. To find out how good
they are at turning inventory into sales, they
look at inventory turnovers.

The inventory-turnover ratio takes cost of
goods sold and divides it by inventory. The
COGS figure is a total for a set period, usu-

ally a year. The invento-

ry is also an average for the year; it repre-
sents what that inventory costs you to ob-
tain, whether by building it or by buying it.

An example:

In this example, the company turns over
inventory four times a year. You can divide
that number into 360 to find out how many
days it takes you to turn over inventory. In
this case, it would be every 90 days. It’s
hard to say what is a good inventory-
turnover figure. A low figure suggests you
may have too much money sitting around
in the form of inventory. You may have
slow-moving inventory that should be
marked down and sold. A high number for
inventory turnover is generally better.

Debt-To-Equity Ratio
This ratio is one that investors will scru-

tinize. It shows how heavily in debt you
are compared with your total assets. It’s
figured by dividing total debt, both long-
and short-term liabilities, by total assets. 

Here’s a sample calculation:

$50,000
$100,000

You want this number to be low to im-
press investors, especially lenders. A debt-
to-equity ratio of 1:2 would be comforting
for most lenders. One way to raise your
debt-to-equity ratio is by investing more of
your own cash in the venture.

Profit On Sales 
This is your ground-level profitability

indicator. Take your net profit before tax-
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Buzzword
Leverage refers

to the use of borrowed funds to
increase your purchasing power.
Used wisely, leverage can boost
your profitability. Overused,
however, borrowing costs can
eradicate operating earnings and
produce devastating net losses.

Inventory
Turnover

=

= 4

=1:2

=

Average COGS
Average Inventory

$500,000
$125,000

Total Debt
Total Assets Debt-to-Equity Ratio

= 1/12$10,000
$120,000

1/2 x 360 = 30
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es figure and divide it by sales.

Profit
Sales

For example, if your restaurant earned
$100,000 last year on sales of $750,000, this
is how your POS calculation would look:

$100,000
$750,000

Is 0.133 good? That depends. Like most
of these ratios, a good number in one in-
dustry may be lousy in another. You need
to compare POS figures for other restau-
rants to see how you did.

Return On Equity
Return on equity, often abbreviated as

ROE, shows you how much you’re getting
out of the company as its owner. You fig-
ure it by dividing net profit, from your in-
come statement, by the owner’s equity fig-
ure—the net worth figure if you’re the only
owner—from your balance sheet.

Net Profit
Net Worth

Take a look at the ROE for NetKnowl-

edge, the company’s sample income state-
ment and balance sheet looked at earlier in
this chapter.

$2,589
$21,403

NetKnowledge’s owners are getting a 12
percent return on their equity. To decide
whether this is acceptable, compare it with
what you could earn elsewhere, such as in a
bank certificate of deposit, stock mutual fund,
or the like, as well as with other companies
in your industry.

Return On Investment
Your investors are interested in the re-

turn on investment, or ROI, that your com-
pany generates. This number, figured by di-
viding net profit by total assets, shows how
much profit the company is returning based
on the total investment in it.

Net Profit
Total Assets

For NetKnowledge, this would be:

$2,589

$47,017                               

Return On Equity

= Return On Sales

= 0.133

EVA Sigh Of Relief

EVA is an acronym standing for economic value added, and it’s one of the most
interesting new financial management tools available to business owners. The aim of
EVA is to find out whether you’re doing better with the money you have than you could
by, say, investing in U.S. Treasury bills.

Consulting firm Stern Stewart pioneered the use of EVA and has counseled hun-
dreds of companies on how to apply EVA. And experts say that entrepreneurs in par-
ticular already understand EVA on a gut level. In any event, the basic concept is fairly
simple—you measure EVA by taking net operating earnings before taxes and sub-
tracting a reasonable cost of capital—say, 12 percent.

In practice, however, it’s much more complicated. Stern
Stewart has identified more than 160 adjustments a com-
pany may potentially need to make to accounting proce-
dures before EVA can be effectively implemented.

=

P
hoto

©
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= 12%

Return on Investment=

= 5.5 %



Notice that the ROE, which reflects the

return on the owners’ equity alone, is a lot

higher than the ROI. This is because Net-

Knowledge’s leverage—the fact that the

business has borrowed against its assets—

increases the ROE.

FORECASTS
Where you’ve been is of interest in busi-

ness, but it’s a lot more intriguing to con-
template where you’re going. Figuring out
where you’re going is what financial fore-
casting is all about. You can forecast fi-
nancial statements such as balance sheets,
income statements, and cash flow state-
ments to project where you’ll be at a par-
ticular point in the future.

Forecasts are necessities for start-ups,
which have no past history to report on.
Existing businesses find them useful, too,
for planning purposes. Forecasts help firms
foresee trouble, such as a cash flow short-
fall, that is likely to occur several months
down the road, as well as give them
benchmarks to which they can compare
actual performance.

Projected Income Statement
Business planning starts with sales pro-

jections. No sales, no business. It’s that sim-
ple. Even if you’re in a long-range devel-
opment project that won’t produce a
marketable product for years, you have to

be able to look ahead
and figure out how

much you’ll be able to sell before you can
do any planning that makes sense. 

Now that the pressure’s
on, making a sales projection
and the associated income

projection may look a little tricky. So let’s
do it step by step.

First pick a period to project for. You
should start with a projection for the first
year. Then make projections for the next
two years as well.

Next, come up with some baseline fig-
ures. If you’re an existing business, what
were last year’s sales? The prior year’s?
What’s the trend? You may be able to sim-
ply project out the 10 percent annual sales
increase that you’ve averaged the past three
years for the next three.

If you’re a start-up and don’t have any pri-
or years’ figures to look at, look at some oth-
er things. The most important question to
ask is, What has been the experience of sim-
ilar companies? If you know that car dealers
across the nation have averaged 12 percent
annual sales gains, that’s a good starting point
for figuring your dealership’s projections.

Sometimes conditions are expected to
change so much that past experience isn’t
helpful. Internet retailing has been around
for more than three years, for instance, but
that doesn’t really mean much for where
sales in this revolutionary new channel will
be in several years. In these circumstances,
you can look at constraints, such as your
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Plan Pointer
There are four kinds of financial

ratios: liquidity ratios like current
ratio, asset management ratios like
sales/receivable cycle, debt man-
agement ratios like debt-to-equity
ratio, and profitability ratios like re-
turn on investment.

Plan Pitfall
Pro forma and projected financial

statements are based on the future and,
as such, are imprecise. You need to
make them as realistic and reasonable
as possible but not believe in them too
explicitly. Be extra-sure not to overstate
revenue or understate expenses.
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The following projected income statement for Small Bites, a catering service spe-
cializing in children’s birthday parties, shows that the planner expects year 2004
revenues to follow the steady trend of 25 percent increases annually; it also shows
the effect of opening a second operation in a nearby city.

The expenses section generally tracks expense trends as well, with many costs
showing sharp jumps associated with opening the new location. The result is that
depressed earnings are projected for the first year of the expanded operation, de-
spite higher revenues. 

INCOME PROJECTION
2001 2002 2003 2004

(projected)
INCOME

Net Sales                                  $138,899    $173,624     $217,030      $271,287

Cost Of Sales 69,450 83,339 99,834 135,644

Gross Profit                              $69,449 $90,285     $117,196      $135,643

OPERATING EXPENSES
General And Administrative Expenses

Salaries and Wages $13,890 $17,362 $21,703 $27,129

Sales Commissions 6,945 8,681 10,851 13,564

Rent 5,400 5,670 5,954 11,252

Maintenance 1,389 1,458 1,531      2,894

Equipment Rental 2,452 2,575 2,703 5,109

Furniture and Equipment Purchase 3,232 3,394 3,563 6,735

Insurance 1,207 1,267 1,331 1,999

Interest Expenses 3,008 3,158 3,316 6,268

Utilities 1,250 1,563 1,953 3,692

Office Supplies 776 750 899 977

Marketing and Advertising 6,256 6,805 7,150 9,204

Travel 550 750 1,000 1,000

Entertainment 323 301 426 555

Bad Debt 139 174 217 323

Depreciation and Amortization 1,800 2,700 4,050 6,075

TOTAL OPERATING EXPENSES  $48,617       $56,608         $66,647 $96,776

Net Income Before Taxes $20,832 $33,677 $50,549 $38,867

Provision for Taxes On Income 3,125 5,051 7,582 5,830

NET INCOME AFTER TAXES       $17,707      $28,626         $42,967 $33,037

Sample Projected Income Statement



business’s production capacity. Your restau-
rant is unlikely to sell more meals than its
kitchen can cook, for example. Now you
can take that high-end limit and adjust it to
reflect economic conditions such as interest
rate trends, the expected emergence of com-
petitors and any other important factors.
Don’t forget to include very specific future
factors of which you may be aware, such as
the well-publicized fact that the highway de-
partment is going to tear up the road in front
of your restaurant for several months next
year. When you add up all these past ex-
periences, sales constraints, and modifiers,
you should be able to come up with a fore-
cast you can have some confidence in.

Forecasting expenses is your next step,
and it’s much easier. You can often take
your prior year’s cost of goods sold, ad-
just it either up or down based on trends
in costs, and go with that. The same goes
for rent, wages, and other expenses. Even
start-ups can often find good numbers on
which to forecast expenses since they can

just go to the suppliers they plan to deal
with and ask for current price quotes plus
anticipated price increases. You’ll hope, of
course, to uncover good news with regard
to expenses. You may find that unit costs
go down, thanks to economies of scale, for
instance. And fixed costs, as the name sug-
gests, are not likely to change significantly.

Projected Balance Sheet
Balance sheets can also be projected into

the future, and the projections can serve as
targets to aim for or benchmarks to com-
pare against actual results. Balance sheets
are affected by sales, too. If your accounts
receivable or inventory go up, your balance
sheet reflects this. And, of course, increas-
es in cash show up on the balance sheet.
So it’s important to look ahead to see how
your balance sheet will appear given your
sales forecast. 

When you sit down to prepare a pro-
jected balance sheet, it will be helpful to
take a look at past years’ balance sheets and
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The Unreal Thing

If you’re having trouble envisioning how you could run out of cash while ex-
periencing strong and profitable sales growth, take a peek at the iThink busi-
ness-simulation software from isee Systems. It runs on your PC and uses just
six variables to give you a new appreciation for the importance of cash.

You’re a start-up business owner. You have $30,000 and access to lenders if
you need it. You can set your selling prices, hire and lay off workers, and order raw
materials. Competitors will affect the outcome of some decisions. 

You have only two years of simulated time while making money and cap-
turing significant market share. Easy? Sure, once you figure out the inter-
locking variables. For instance, you can lower prices to boost sales—until
back orders pile up and poor service drives away business. Raise
prices to slow sales, and competitors jump in.

High Performance’s simulation isn’t quite like being there. But
it will give you a feel for the real thing. For more information, con-
tact isee Systems Inc. at 46 Centerra Pkwy, #200, Lebanon, NH
03766, (603) 643-9636, www.hps-inc.com.
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figure out the relationship of certain assets
and liabilities that vary according to sales.
These include cash, receivables, inventory,
payables and tax liabilities. 

If you have any operating history, you
can calculate the average percentages of
sales for each of these figures for the past
few years and use that for your balance
sheet projection. You can simply take last
year’s figures, if you don’t think they’ll
change that much. Or you can adjust the
percentage to fit some special knowledge
you have about the coming year—you’re
changing your credit terms, for instance, so
you expect receivables to shrink, or you’re
taking out a loan for an expensive new
piece of equipment. If you don’t have an
operating history, look at one of the books
describing industry norms referred to ear-
lier to get guidance about what’s typical for
your type of company.

Cash Flow Forecast
Businesses are very sensitive to cash.

Even if your operation is profitable and you
have plenty of capital assets, you can eas-
ily go broke if you run out of cash and can’t
pay your taxes, wages, rent, utilities and
other essentials. Similarly, a strong flow of
cash covers up a multitude of other sins, in-
cluding a short-term lack of profitability.
A cash flow forecast or cash budget is your
attempt to spot future cash shortfalls in time
to take action.

A cash budget is different from a cash
flow statement in that it’s generally broken
down into periods of less than a year. This
is especially true during start-up, when the
company is especially sensitive to cash
shortages and management is still fine-tun-
ing its controls. Start-ups, highly seasonal
businesses, and others whose sales may

fluctuate widely should do monthly cash
flow projections for a year ahead, or even
two. Any business would do well to proj-
ect quarterly cash flow for three years ahead.

The added detail makes monthly cash
flow forecasts somewhat more complicated
than figuring annual cash flow, since rev-
enues and expenses should be recorded
when they will be paid out. Sales and cost
of goods sold should be allotted to the
months in which they can be expected to
actually occur. Other variable expenses can
be allocated as percentages of sales for the
month. Expenses paid other than monthly,
such as insurance and estimated taxes, are
recorded when they occur.

As with the balance sheet projection, one
way to project cash flow is to figure out
what percentage of sales historically occurs
in each month. Then you can use your
overall sales forecast for the year to gen-
erate monthly estimates. If you don’t have
prior history, you’ll need to produce esti-
mates of such things as profit margins, ex-
penses and financing activities, using your
best guesses of how things will turn out.

The cash flow forecast also takes into
account sources of cash other than sales,
such as proceeds from loans and invest-
ments by owners.

Plan Pointer
When making forecasts it’s useful

to change dollars amounts into per-
centages. So if you figure sales will
rise 20 percent next year, you’ll en-
ter 120 percent on the top line of
the projection. Using percentages
helps highlight overly optimistic
sales projections and suggest areas,
especially in costs, for improvement.
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The following balance sheet projects variable expenses and liabilities by taking
each item’s percentage of the previous year’s sales and multiplying that by the esti-
mated sales for the coming year. This generates numbers for all but long-term debt,
which the owner knows will rise slightly, and other noncurrent debt, consisting of
a note to the owner.

2003 % Sales 2004

(projected)

Sales $87,740 $110,000

ASSETS

Cash $4,387 5.0% $5,500

Accounts Receivable 12,385 14.1% 15,510

Inventory 1,254 1.4% 1,540

Other Current Assets 986 1.1% 1,210

Total Current Assets                     $19,012 21.7% $23,870

Fixed Assets 27,358 31.2% 34,320

Intangibles 500 0.6% 660

Other Noncurrent Assets 0 0.0% 0

Total Assets $46,870 $58,850

LIABILITIES

Notes Payable $11,388 13.0% $14,300

Accounts Payable 2,379 2.7% 2,970

Interest Payable 1,125 1.3% 1,430

Taxes Payable 3,684 4.2% 4,620

Other Current Liabilities 986 1.1% 1,210

Total Current Liabilities $19,562 $24,530

Long-term Debt 4,896 5,200

Other Noncurrent Liabilities 1,156 1,156

Total Liabilities                                   $25,614 $30,866  

Net Worth                                          $21,256 $27,984

Total Liabilities & Net Worth            $46,870 $58,850

Sample Projected Balance Sheet
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Sample Cash Flow Forecast

The following is a cash flow forecast for The Boardroom, a sailboard rental shop.
The forecast begins by calculating what percentage of sales occurs in each month, as
in the following table. Note that the percentages do not add up to exactly 100 be-
cause of rounding. This is still adequately accurate for our purposes. The sales by
month portray a tolerably seasonal business, with close to half the annual sales oc-
curring in the late spring and summer months. All the sales are for cash. 

Month % of Sales
Jan. 5.0%
Feb. 6.1%
Mar. 7.5%
Apr. 10.5%
May 11.9%
Jun. 13.8%
Jul. 12.2%
Aug. 9.0%
Sep. 7.6%
Oct. 5.5%
Nov. 4.8%
Dec. 6.2%

Translating these monthly percentages of sales to the cash flow projection provides
us with our beginning figures. The rest of the figures, for the most part, flow from these
sales forecasts.
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A business plan is a story, the
narrative of your enterprise, and

you want to maintain a certain amount
of flow as you lead readers from concept to
management, through marketing and on to
financials. Some material that you’d proba-
bly like to fit into your plan somewhere just
doesn’t fit well into any of those sections.
For instance, you may want to include re-
sumes of some of your management team,
product samples, product photos, advertis-
ing samples, press clippings, facility pho-
tos or site plans.

For these and other items that the plan
writer wants in the plan but that don’t seem
to belong anywhere, many plans include
appendices and attachments. This is mate-
rial that may be optional and that many plan
readers may not need to refer to. Howev-
er, for those readers who want to delve
deeper into the workings of the company,
appendices provide additional answers.

KEY EMPLOYEE RESUMES
The management section of your busi-

ness plan will contain a listing and brief
descriptions of the senior managers and

other key employees on your
team. However, many investors
and lenders are going to want to
know more about you and your

important associates than you give
them in this section. For that pur-
pose, you can include full resumes

in an appendix.

PRODUCT SAMPLES
If your products are portable

enough, you may be able to in-
clude samples in your appendix.

Some examples of products that are suit-
able for inclusion in a plan are fabric
swatches, stationery samples, printing sam-
ples, software screenshots, or even CDs.

It’s important not to overdo it with prod-
uct samples. Investors tend to regard many
entrepreneurs as being somewhat more
product-focused than operations- or mar-
keting-minded. By all means, provide sam-
ples if it’s feasible and helpful. But don’t
expect appealing samples to overcome de-
ficiencies in the concept, management, mar-
keting, operations or financing schemes pre-
sented in your plan. 

PRODUCT PHOTOS
Appendices are good places to include

photographs of products whose appearances
are important or whose features are difficult
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to explain in words. It’s normal and ac-
ceptable to include line drawings of prod-
ucts in the main sections of your plan. But
again, most investors are more interested in
such items as your balance sheet, manage-
ment experience, and cash flow projections
than they are in glossy product photos.

ADVERTISING SAMPLES
It may be advisable to include examples

of the advertising you intend to use to mar-
ket your products or services. For many com-
panies, innovative and persuasive advertising
approaches are essential to the success of the
firm. Without actual examples of the ads, it

may be difficult for readers to grasp the ap-
peal and power of your marketing ideas.

Copies of newspaper and magazine ads,
photos of billboards, still photos from TV
spots, Web site banner ads, and transcripts
of radio spots are all acceptable. However,
keep in mind that this information is op-
tional. If you have an unimpressive adver-
tising campaign, it won’t help you to ex-
pose investors to the fact.

PRESS CLIPPINGS
Reviews and articles in influential publi-

cations and broadcast shows drive many
product sales. If your new software pro-
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Make No Mistake

Here are five resume mistakes (and exceptions):

1. Too long: Most resumes should be one page long. After 10 years, go to two pages.

Exception: Health care, academic and scientific curricula vitae may run many more
pages and cover virtually every paper published or seminar attended by the subject.

2. Too individualistic: A resume is generally conservative in tone, appearance and 
content. You don’t want to use a wild typeface or an odd format, or include highly 
personal information such as the fact that you had no date to thesenior prom. 
Exception: People in creative fields such as advertising or entertainment can let it
all hang out.

3. Too boring: A resume should be more than a long list of job titles and dates of em-
ployment. You should stress what you learned while working at each position 
(or, in the case of serial entrepreneurs, each prior company you founded). 
Exception: If you organize your resume with a separate section where you detail
all your skills and accomplishments, it’s appropriate to briefly list jobs below.

4. Inconsistent or error-filled: If you say you have experience with software marketing
but then fail to describe a prior position with that responsibility, it’s going to look odd.
The same holds true if you misspell a former employer’s company name or make an
obvious error in dates of employment. 
Exception: None. 

5. Too detailed: Overly technical jargon, complicated descriptions of responsibilities in
prior jobs, and irrelevant information such as the street address of a prior employer are
only going to throw resume readers off the track you want them on. Limit the informa-
tion to what’s relevant, and don’t try to impress anyone with your mastery of minutiae. 

Exception: If you’re in a highly technical field, judicious use of insider expressions
can help convince a skeptic that you are as knowledgeable as you claim to be.
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gram got rave reviews in a major comput-
er magazine, by all means include it here.

Readers knowledgeable

about the industry will recognize the value
that such intangible assets as favorable press
notice can provide.

Generating favorable publicity is one of
the more valuable things you can do for
your business. To learn how to do it on
your own, consult one of the many excel-
lent books that have been written. 

You may also want to include compli-
mentary ratings, certifications, or other en-
dorsements by entities such as travel guides,
associations and watchdog groups. If your
hotel got an impressive number of stars
from the Mobil or Michelin guides, you’ll
probably want to mention it more promi-
nently in your plan, such as in your main
marketing or concept sections. And it might
not be a bad idea to include a copy of the
actual certificate bearing the seal.

FACILITY PHOTOS
Few real estate investors will buy a prop-

erty without firsthand knowledge of its ap-
pearance, state of repair and general im-
pression. When an investor is being asked
to put money into your company, perhaps
in exchange for partial ownership of your
plan or, often, for the specific purpose of
purchasing a building, it’s always a good

idea to calm any concerns about the facil-
ity’s condition by providing a few photos
as evidence. 

Make sure any facility photos you pro-
vide are more informative than glitzy. Skip
over the sculpture at the entrance in favor
of an outside shot illustrating that the prop-
erty is in overall good repair.

SITE PLANS
You may want to include basic factory

layouts and store floor plans in the opera-
tions section of your plan. If your site plan
is complex and you feel some readers
would benefit from seeing some of the ad-
ditional details, provide them here rather
than cluttering up the main part of the plan
with them. If you have a number of store
locations with varying layouts, for instance,
you could give an idea of how several of
them look. 

CREDIT REPORTS
Credit reports could be included in the

financial statements section of your plan.
However, since bankers are the main ones
who will be interested in credit reports,
you may want to place them in a sepa-
rate appendix to make it easier to cus-
tomize your plan.

Plan Pointer
Don’t draw the line at two dimen-

sions when considering illustrations of
products and other key features of
your plan. 3-D models, mock-ups, and
prototypes let investors get a hands-on
feel for what you’re proposing. If
you’ve prepared a 3-D sample or
model, you can use it to give your
plan a high degree of physical reality.

Plan Of Action
Jay Conrad Levinson is

one of the most influential marketing
writers of the past 20 years and a
major proponent of publicity. His
low-cost marketing guides, begin-
ning with Guerrilla Marketing
(Houghton Mifflin) in 1985 and con-
tinuing with books focusing on top-
ics from online marketing to market-
ing homebased businesses provide
countless tips for generating and
capitalizing on publicity.



LEASES
The devil is in the details when it comes

to leases. It’s not appropriate to discuss
every last clause of even an important lease
in the main section of your plan. However,
there’s a chance that diligent readers will
have questions about any especially signif-
icant leases that can only be answered by
reading the actual documents. For these dis-
criminating plan readers, you can include
the actual leases, or at least the more im-
portant sections. 

CUSTOMER CONTRACTS
Few things are better to include in a plan

than a long-term contract to supply an es-
tablished customer. If you’re lucky enough
to have such a powerfully appealing deal
in your pocket, you’ll surely want to refer
to it early on in your plan.

Like leases, however, the value of a con-
tract may lie in its details. So it might be a
good idea to include copies of relevant sec-
tions of any really significant contracts as
appendices. If the deal is as good as you
think (it had better be—otherwise, you
wouldn’t highlight it in your plan), then ex-

posing potential investors to the beneficial
details can only do you good. 

There’s no hard-and-fast rule about the
overall length of a plan. Most new-venture
plans should be under 20 pages. And though
plans for complicated enterprises can legit-
imately run much longer, it’s probably a
good idea to exercise restraint when it comes
to packing things into an appendix. Recall
the idea of diminishing returns, and make
sure that anything you put in your plan con-
tributes significantly to presenting a clear,
compelling picture
of your business.
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Plan Pointer
If you don’t have an eye-pop-

ping contract with a marquee
client, but you have a lot of lesser
arrangements with more or less im-
pressive customers, use the laun-
dry list approach. Many plans ef-
fectively devote a page or so to a
dense roster of all existing clients,
conveying a positive impression of
having a robust customer base.
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You wouldn’t show up for a meeting
with an investor wearing the clothes you
normally wear for cleaning out the
warehouse. Don’t send your business
plan out improperly clothed, either. You
spend a lot of time and energy on your
plan. It would be a shame to have it
marred by spelling and typographical
errors and a poor general appearance.

STATIONERY, 
PRINTING AND DESIGN

A three-ring binder is the ideal contain-
er for a business plan you’re using only for
internal management purposes. You’ll find
it easy to remove and replace pages with
updated figures. And the plan will lie flat on
a conference table for easy reference when
you’re discussing strategy, forecasts and oth-
er issues with your team.

However, you’ll want to use something
different for sending out to bankers or oth-
er investors. The most common approach
is to copy the plan onto good-quality
white paper, using both sides of the pa-
per, then bind it together permanently into
a booklet. Any copy shop or printer can
do such a binding for you, or you may
purchase a do-it-yourself binding kit at an
office supply store. Cover your plan with a
clear plastic binder so that the cover page
shows, or print your cover page information
on a heavy piece of paper to serve as a cov-
er for the binder.

Permanent binding helps plan readers
keep all the pages of your plan together
and makes it easier to read. It’s important

to keep these reasons for permanent bind-
ing in mind—it’s a decision that improves
the functionality of the plan, not its looks.
Spending a lot of money creating a beau-
tiful perfectly bound plan is not a wise in-
vestment. Plan readers are interested in in-
formation, not entertainment.

The same thing goes for choosing the pa-
per and typeface you’ll use in your plan. Pick
white paper, or at most perhaps gray or cream
or some shade of off-white, but leave the col-
ored paper to fliers from the pizza place
down the street. To make a businesslike im-
pression, use businesslike stationery.

Your general guide to selecting paper
is the fact that investors tend to be con-
servative. Don’t be less conservative than
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they are if you want to win a hearing for
your business plan. 

CHARTS, GRAPHS AND TABLES
Graphs and charts are invaluable tools for

conveying certain types of information. Com-
mon visuals in business
plans include organiza-
tional charts, product il-

lustrations, sales trends, break-even points,
market trends, competitor market shares, and
the like. If you are including such informa-
tion in your plan, consider using graphs or
charts to help get the message across.

Many computer software programs, in-
cluding general-purpose spreadsheets ap-
plications and word processors, can easily
be used to construct serviceable charts. Be
sure to use a good-quality printer to create
the charts. Often small type is unreadable
on a chart that has to be compressed to fit
on a page and is then output from a low-
quality printer. This type of chart isn’t going
to help your case.

Not all plan readers are comfortable with
charts, just as not all are comfortable with
endless columns of numbers. So use charts
and graphs to supplement, not replace, in-
formation presented in text or report form.
A visual is a way to emphasize and ease the
communication of detailed material. But it
can’t replace the actual detail.

MULTIMEDIA PRESENTATIONS
Some plans have to be more than paper.

If your plan is going to be presented at a
venture capital conference, before a com-
pany planning meeting, to a conclave of
potential suppliers, at an industry confer-
ence, or in a similar group setting, you’ll
need slides instead of simple sheets of pa-
per. Be prepared to talk attendees through
the plan instead of relying on them to nav-
igate it on their own. 

You can use a variety of presentation
programs to quickly generate slides or
transparencies suitable for an overhead pro-
jector, sometimes with nothing more than
the outline or text of your original plan. Re-
member to keep the amount of information
presented on each page of a multimedia
presentation brief and to give people time
to read and absorb it before moving on to
the next page of your presentation. 

You’ll also have to choose carefully what
and when to present details culled from your
full-length plan. One reason for the need for
careful editing is the fact that a presentation
plan is a lot shorter than a printed plan. Peo-
ple aren’t going to sit while you read through
30 pages of text. Nor can they control the
pace or direction of a presentation the way
they can in a written plan they peruse on
their own. You’ll have to ask yourself such
questions as, “Will this group be more in-
terested in the marketing or financial aspects
of the plan?” and pres-
ent accordingly. 
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Plan Pitfall
It’s easy to go wild with fonts

these days. Every computer comes
with dozens of more or less standard
fonts, and you can get on the Inter-
net and download almost any num-
ber of crazy, unique software type-
faces. But don’t do it. Stick to a
standard—Courier or Times Roman
on a Windows PC, Palatino or an-
other standard on a Macintosh.

Plan Pointer
Use as many charts, tables and

other graphic elements as it takes
to get your point across. But don’t
count on lavish visuals to sway a
skeptical reader. Some readers are
actually put off by plans that seem
to be trying to wow them with
presentation.
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COVER SHEETS
The first thing anyone looking at your

business plan will see is the cover page. Af-
ter that, they may never look at the cover
page again. But the fact is, your plan’s cov-
er page will contribute strongly to the first
impression you make. Take care in how
you present it, and make sure it fits with
the overall image you want to portray.

A few cover-page components are es-
sential. You should definitely have your
company name, address, phone number,
and other contact information. Another good
item to include is the date, as well as per-
haps a notice that this is, indeed, a business
plan. Format this information in large, black,
easily readable type and place it toward the
top of the page. You want, above all else,
for a plan reader to know which business
this plan is for and how to contact you. 

If you have a striking, well-designed cor-
porate logo, it’s also a good idea to include
that on the cover page. A corporate slogan,
as long as it’s not too long, is also a good
identifying mark that does something to
communicate your strategy as well.

Some plans include a confidentiality no-
tice or nondisclosure request on the cover
page. For your own tracking purposes, if
your plan contains highly sensitive infor-
mation, you may want to number the copies

of your plans and include the number of
this copy on the cover page. 

It’s tempting to put all kinds of stuff on
the cover page, but you should probably
resist it. Your business concept, the amount
you’re trying to raise, and other details can
go on the inside. The cover page must iden-
tify the company. Very much more than that
is likely to be too much.

COVER LETTERS
A cover letter is a brief missive intro-

ducing your plan to the person you have
sent it to. In some cases it may never be
read; in others it may be the only part of
your plan that is read. But in any event, it
serves several important functions.

First, the cover letter serves as an intro-
duction to the plan. It should briefly explain
why you’ve contacted this person—basically,
to get him to look at your plan. You should
also explain generally what you’re looking
for—an investor, a loan, a long-term sup-
plier relationship, etc. Often this will be ob-
vious from the circumstances. A banker, for
instance, is going to recognize a business
plan package immediately and guess why
he’s received it. But if there’s any question,
the cover letter is the place to resolve it.

The cover letter provides a valuable fo-
rum for you to explain why you’re con-
tacting this particular person. If you’ve re-
ceived a personal referral, you’ll want to
say who gave you the referral
very early on, probably in the

Fact Or Fiction? 
If a plan is used for internal pur-

poses only, it doesn’t matter what it
looks like as long as it’s functional,
right? That’s true to some extent, but
it’s also true that part of a plan’s func-
tionality is to convince and persuade.
A plan that looks shabby and casually
thrown together won’t command as
much respect among other managers
and employees as one that’s polished
and professional looking.

Plan Of Action
The standard software

for presentations these days is Power
Point from Microsoft. It’s included in
most versions of the Microsoft Office
suite and is available as a stand-
alone package as well. For more in-
formation, visit Microsoft’s Web site
at www.microsoft.com.

-
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Leonard Mineo
Mineo Capital
123 Bankston Blvd., #100
Tulsa, OK 74138

Dear Mr. Mineo:

Alf Walton suggested I write to you to alert you to the opportunity to invest in a new

enterprise I am starting up.

The enclosed business plan details the strategy and concept behind Pairing Off,

the new Internet dating service I am beginning. Initial reception to the plan among fo-

cus group members, industry experts, and prospective suppliers has been excellent.

We are now at the point when it is appropriate to seek additional equity investors.

Recently, I’ve become even more enthused about the prospects for Pairing Off. Some

hot-off-the-press trend reports say that Internet use is growing even faster than we pro-

jected in our plan. And personal recreation, including finding relationship partners, is

one of the fastest-growing areas of use.

We’ve also had excellent recent success in attracting talented new members to our

team. Among others, we’ve recently hired a dynamic programmer from one of the lead-

ing companies in the Internet commerce field. And we’ve signed a long-term deal with

Laura Manchaca, whose Home by Midnight syndicated column of dating advice for

teenagers appears in more than 200 newspapers.

In closing, I want to say that I’m very pleased to offer you the opportunity to come

on board with Pairing Off. I can be reached at my office during most times. Please feel

free to call me on my cell phone, (918) 555-5555, at any time. I look forward to hear-

ing from you. 

Sincerely,

Eduardo Aleman
Eduardo Aleman

Sample Cover Letter
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first sentence following the salutation. Nev-
er underestimate the power of a personal
referral from a friend, colleague, or ac-
quaintance of the person you’re writing to.
It may not land you an investor, but it gets
your foot well in the door. 

You may have some personal connection
to the person other than a referral. For in-
stance, perhaps you once met the person.
Perhaps you even worked together at a
company or organization. A shared interest,
such as a hobby, is of less value, but it may
be worth mentioning if your shared inter-

est is unusual or

marked by a close degree of identification
among those who share it. For instance, it
may not mean much to point out that you,
like the reader, are a fan of professional bas-
ketball. However, if you both have com-
peted as crew members on long-distance
ocean racing sailboats, this might be worth
mentioning. In any case, the cover letter,
not the plan, is obviously the place to bring
up this type of personal connection. 

Finally, the cover letter may detail the
terms under which you are presenting your
plan. You may, for instance, say that you
are not submitting the plan to any other in-
vestor. You may explicitly point out that you
are currently seeking financing from a num-

ber of sources, including this one. If there
is a deadline for responding to your plan,
if you wish to stress that the plan is confi-
dential and must be returned to you, or if
you would like to ask the recipient to pass
it on to someone else who may be inter-
ested, this is the place to do so. 

The cover letter is also an opportunity to
expand upon any concerns that you didn’t
include in your plan. Perhaps a late-break-
ing development, such as the hiring of a new
key employee, occurred too late to be in-
cluded in the finished plan. Or perhaps you
have come across a brand-new market re-
search report that validates some of the as-
sumptions you made in your marketing sec-
tion. The cover letter gives you a chance
to provide updated, expanded, or other im-
portant information that isn’t in your plan.

WHEN YOU GET TURNED DOWN
Some people have lots of success in pre-

senting business plans, and some people
have less. But nobody is always successful.
Even a talented entrepreneur with a long
track record of starting up winners will fre-
quently run up against an investor who
doesn’t want to play. Investors may not be
interested in your particular industry, may
not have any funds to invest at the moment,
may need a larger or smaller amount to in-
vest, or may have any of a hundred other
reasons for turning you down. 

So the question is not, Will you get
turned down? The question is, What do you
do when it happens?

The first thing you should do is try to find
out why you got the thumbs-down. Is it tru-
ly because the person is out of the country,
or is it something else? 

Your purpose is not to uncover some-
one’s evasion or white lie. An investor has
the right to turn you down for any reason
whatsoever (unless, of course, you’re deal-
ing with an institution such as a bank that
must abide by equal opportunity lending

Plan Pointer
Remove “To Whom It May Con-

cern” from your vocabulary. Pro-
gram your computer to explode if
this phrase is typed into it. Never
address a plan cover letter to
something as vague as “Loan De-
partment.” Strive to get the name of
an actual person whom you can
identify as a “Mr.” or “Ms.” and use
the proper honorific. “To Whom It
May Concern” is off-putting. Don’t
use it.



guidelines). Instead of pointing fingers at
the investors, you should really be inter-
ested in pointing fingers at your plan. 

If there is a problem with your plan, you
want to know about it. If the projected re-
turn to investors is so low that nobody is
going to take you seriously, now’s the time
to find out, not after you’ve presented it un-
successfully dozens of times. 

So gently probe, asking questions that
focus on your plan, to find out whether
you’ve made a mistake or just hit an unre-
ceptive audience. If you identify a failing,
of course, fix it before submitting your plan
to another party. 

GET A REFERRAL
Even a total refusal to consider your plan

is helpful if the person suggests another
place where you might be successful. You
should always ask for a referral from any-
one who turns your proposal down. It can’t

hurt—you’ve already been nixed. And a re-
ferral from a knowledgeable, respected in-
vestor can carry a lot of weight when you
use it as an introduction (even if he or she
is just trying to get rid of you.) 

Venture investing, in particular, is very
much a network-driven business. Venture
capitalists are always asking for referrals, and
they’re usually willing to give them as well.

KEEP THE DOOR OPEN
Leigh Steinberg, the well-known sports

agent who has negotiated more than $2 bil-
lion worth of contracts for many star ath-
letes, says you should always keep in mind
that one negotiation leads to the next. Keep
that next negotiation in mind while work-
ing toward and planning for the one at
hand. What that means in a business plan
context is don’t burn any bridges. 

If an investor doesn’t respond to your
plan, brushes you off, or even rudely tells
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Presenting—Your Business Plan!

Once you’ve prepared your plan for presentation, put it in front of the right
people. There are five steps:

1. Obtain leads and referrals. Find names, addresses and telephone numbers
of investors of the type you wish to target. Ask people you know for referrals. 

2. Research your target. Learn as much as possible about how much money peo-
ple have to invest, industries they’re interested in, and other requirements. Search
venture capital directories, Who’s Who, news articles and similar sources.

3. Make your pitch. First, mail or messenger your plan to your target. Assuming
you don’t hear immediately, follow up with a letter or telephone call in a
few weeks. If this doesn’t produce a meeting, look elsewhere.

4. Defuse objections. Although you may think you’ve answered everything
in your plan, you haven’t. Prepare a list of possible objections—poten-
tial competitors, hard-to-buttress assumptions, etc.—that your in-
vestor may raise. Then prepare cogent answers.

5. Get a commitment. You won’t get an investment unless you ask
for it. When all objections have been answered, be ready to of-
fer one last concession—“If I give your representative a board seat,
can we do this today?”—and go for the close.
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you to get lost, your response should still
be unfailingly courteous and professional.
If you let your frustration, disappointment,
hurt feelings, and anger show, it could cost
you plenty. That investor may be having a
bad day and change her mind tomorrow.
She may recall your name and the way you
behaved so well under pressure and men-
tion it to a more open-minded associate the
next week. Or perhaps next year, when

you’re promoting a more exciting concept,
she’ll be willing to back the improved idea. 

None of these scenarios is certain or
even probable in any individual instance.
But considering the aggregate potential to
help or hurt you that all the people you’ll
present your plan to will possess, any of
these scenarios is quite likely. And they’re
only possible if you keep the door open
for the future.
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By the time you’ve read this book, com-
pleted the work sheets, and tried your hand
at a few of the various components of a
plan, you should be ready to go ahead and
complete your own. However, there’s al-
ways room for improvement, and there are
a number of resources you can tap into for
the purpose of increasing your expertise in
plan writing.

SOFTWARE FOR
WRITING BUSINESS PLANS

We should make it clear: You don’t have
to have any particular software or even have
access to a computer to write a plan. You
can do all the calculations and draft all the

text using nothing more than
a calculator or even pencil

and paper for the figuring and a typewriter
for the writing. Until computers came into
wide use 15 or 20 years ago, of course,
that’s the way all plans were done.

Be that as it may, computers are very
handy when it comes to writing a plan. Nu-
merous computer programs of various de-
scriptions ease the creation of business
plans. They range from word processing
software such as WordPerfect to electron-
ic spreadsheet programs such as Lotus 1-2-
3 and even software for tapping into the In-
ternet for research and data-gathering jobs.
If you plan to present your plan to a group
of people, you may want to use a program
such as Microsoft PowerPoint to create
slides or an electronic version of your plan. 

However, these are general-purpose soft-
ware programs that are only incidentally of
use for creating business plans. The Mi-
crosoft Excel spreadsheet program may be
chock-full of useful formulas you can use
for such otherwise tricky tasks as figuring
the depreciation of an asset, but it won’t

help you with business plan-specific
questions such as, How should I for-
mat the executive summary?

For these questions, you can go to
software specially made for writing
business plans. Numerous such prod-
ucts exist, and the category has been
around for a while.

Business Plan Pro
This program from Palo Alto Soft-

ware is one of the best business plan
programs on the market. It’s full-fea-
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tured, helping you write a plan with com-
plete text, financial tables for forecasts and
analysis, and even charts for illustrating
points graphically.

Business Plan Pro’s split-screen inter-
face is one of its most useful features. The
two-screen setup splits your display in half,

showing one thing,
such as instructions, in
one window while you

see another, such as the material you’re
entering, in the second window. A click
of the mouse takes you from one window
to the other. This feature helps you si-
multaneously view and move easily be-
tween different sections of the program. 

Business Plan Pro also has a complex set
of menu commands to do such jobs as se-
lect a chart for display, go to the outline,
and print the plan. A number of always-vis-
ible buttons helps you navigate between
previous and next tasks or steps you’ve
worked on. 

Using Business Plan Pro requires you to
work in three modes: Text, Table and Chart
Modes. Respectively, they roughly corre-
spond to a word processing, a spreadsheet
and a chart program. However, they’re spe-
cially set up for making business plans. For
instance, the chart program has ready-made

charts to show such things as cash flow pro-
jections and break-even analyses.

You use the Text Mode in Business Plan
Pro to write the words. Before you start typ-
ing, however, take a look at the outline, al-
ways available by clicking the big Plan Out-
line button at the bottom of the screen. This
is your command center for navigation
throughout your plan, as well as for un-
derstanding the organization of it. The out-
line, recognizing that not all businesses or
business plans are the same, adjusts its top-
ics to whatever type of business you’re plan-
ning for. For instance, it will include an in-
ventory section for a bicycle manufacturer
but not for an architect. 

Table Mode is preprogrammed for pre-
formatted financial statements. The tables
are linked to one another to help provide
consistency in your business analysis. That’s
something you can do with any decent gen-
eral-purpose electronic spreadsheet pro-
gram, but it’s nice that it’s done for you. It
makes it harder to be inconsistent, which
is only too likely when you change a num-
ber in one table—say, the income projec-
tion—but neglect to do the same in anoth-
er, like the cash flow statement. 

Chart Mode plugs you into a set of busi-
ness charts that are developed from the data
entered in your financial statements. This
makes it easy to include attractive and in-
formative charts in your plan. And if you
change the data, the charts are automati-
cally updated.

Business Plan Pro formats and
prints plans with page headings
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Plan Pitfall
Thanks to plan-writing soft-

ware’s built-in financial formulas,
you just have to plug in the data.
Since you don’t enter the formulas
yourself, however, you won’t have
the same understanding of your fi-
nancial statements as if you had to
think about and manually enter
them. So if you use plan-writing
software, look under the hood and
see what is going on inside all
those spreadsheets.

Buzzword
Rich Text Format (RTF) is

a standard word processing format in
which most plan-writing software lets you
export your work. RTF will convert into
almost any word processing program.
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and numbers and various styles for topic
headings, table titles and chart titles. You can
print text, tables and charts individually or
do the whole plan all at once. Individually
printed tables and charts may be useful for
appendices or special presentations.

Business Plan Pro comes with several
sample plans, along with an outline that it
will automatically customize to fit the needs
of the type of business you specify. Busi-
ness Plan Pro comes in versions for Win-
dows and Macintosh. Visit Palo Alto Soft-
ware’s Web site at www.pasware.com, or
call (800) 229-7526 to order.

BizPlanBuilder
Jian Software’s BizPlanBuilder is con-

sistently one of the top-rated business plan-
ning software packages. Reviewers give it
high marks for being easy to use and flex-
ible. Two of its distinguishing characteris-
tics are the question-and-answer process,
which you use to enter information about
your company, and an interactive document
creator that leads you through the writing
and organization of your plan. These are
powerful aids if you are building a plan
from scratch.

You don’t have to start at square one,
however. BizPlanBuilder comes with a ro-
bust selection of more than 90 typed pages
of templates and sample text. One of the
coolest features is that the data entry blanks

in the templates are

hot linked. That means, for example, you
can type your company name into the cor-
rect spot on one of the templates and have
it appear automatically in scores of other
appropriate spots throughout your plan.

BizPlanBuilder comes with built-in word
processing and spreadsheet software so you
don’t have to purchase these programs sep-
arately. However, if you already have a fa-
vorite word processing or spreadsheet pro-
gram, BizPlanBuilder will let you use those
instead of its integrated applications.

If you’re trying to compare the results
you can expect using several different sce-
narios, it can be a real pain to prepare com-
plete projections for each of them. Biz-
PlanBuilder has a much simpler approach.
A tool called Sensitivity Analysis lets you
compare best- and worst-case scenarios to
your plan on a single page.

The program disc also has a number of
supporting documents. There’s an exhaus-
tive description of various funding meth-
ods and contact information for resources
such as the Small Business Administration
and other government agencies. It also has
ideas for presenting your business plan and
suggestions for cover sheets and nondis-
closure agreements.

To sum up, BizPlanBuilder is a power-
ful and easy-to-use program with the so-
phistication and flexibility to help you with
planning even complex businesses. It is
available in versions for Windows and Mac-
intosh systems. Contact Jian Software at
(800) 346-5426 or www.jian.com.

BOOKS AND HOW-TO MANUALS
Scores of books have been written on

how to write a business plan. Most provide
skimpy treatment of the issues while de-
voting many pages to sample plans. Sam-
ple plans are useful, but unless planners
understand the principles of the planning
process, they can’t really create sophisti-
cated, one-of-a-kind plans. The following

Plan Pointer
Built-in spreadsheet templates in

plan-writing software ease the task
of computing financials consider-
ably. They come with prepro-
grammed formulas and are often
linked so you only have to enter in-
formation once to have it appear in
several places—a real time-saver.



books will help you with the details of var-
ious sections in your business plan:

❍ Dictionary of Business
Terms (Barron’s): This com-

pact, 650-page dictionary is a cure for
jargon overexposure. It provides con-
cise definitions of business terms from
“abandonment” to “zoning ordinance.”
Appendices explain common business
acronyms, provide tables of com-
pounded interest rate factors and more.
It’s the kind of book you’ll turn to again
and again.

❍ Thomson/Polk Bank Directory (Thom-
son Financial Publishing): A great re-
source for finding the right bank to fund
your business.

❍ Guerrilla Marketing (Mariner Books) by
Jay Conrad Levinson: The most recent
release of this marketing classic provides
updated marketing techniques for those
with little cash but high hopes. Levin-
son’s insistence on the central role of
planning, and his simple but effective
explanations of how to do it, will serve
business planners well. 

❍ Guts & Borrowed Money (Bard Publish-
ing) by Tom Gillis: This practical guide
is organized like an encyclopedia so you
can quickly and easily look up detailed
explanations of everything from arbitra-
tion to vision statements.

Web Sites
The Internet provides a virtually inex-

haustible source of information for and
about small business, including numerous
sites with substantial databases of tips and
ideas concerning business planning. Some
of the best include the following:
❍ Entrepreneur.com (www.entrepreneur.

com): This is the Web site of Entrepre-
neur magazine, a monthly business mag-
azine with the nation’s largest readership,
and the parent corporation of this book’s
publisher. The site contains a vast array
of information resources, practical advice,
interviews with experts, profiles of suc-
cessful entrepreneurs, product and serv-
ice reviews and more. 

In addition to articles from past and
present issues of the print magazine, the
site offers resources for beginning busi-
nesses in BizStartUps, franchise infor-
mation in the FranchiseZone, and the
BizOpp Zone, where you can search a
wide variety of businesses for sale. There
are also resources for home businesses
and e-businesses.

The Entrepreneur Web site also hosts
Entrepreneur magazine’s SmallBizBooks.
com, a source for books for purchase —
including this one—that offer expert ad-
vice on starting, running and growing a
small business. These include business
start-up guides, step-by-step guides to
starting specific
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Plan Of Action
Small Business Devel-

opment Centers are one-stop shops
set up by the Small Business Ad-
ministration to give entrepreneurs
free to low-cost advice, training and
technical assistance. There are more
than 50 centers, at least one in each
state and territory. Learn more on-
line at www.sba.gov, or call (800)
8-ASK-SBA.

Plan Pointer
Lack time and budget to buy and

learn a business plan software pro-
gram? Try Adarus Business Plan.
This shareware consists of Visual
Basic wizards that use Microsoft 
Office applications to build a plan in
Word. If you know Office, it saves
time. At $40, it saves money, too.
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businesses, and business management
guides, which offer in-depth information
on financing, marketing and more. 

❍ Small Business Administration (www.
sba.gov): The SBA’s Web site is a vast di-
rectory to services provided by the fed-
eral agency devoted to helping small busi-
nesses. These include special lending
programs, electronic databases of minor-
ity- and disadvantaged-owned business-
es, directories of government contracting
opportunities and more.

There is also a generous selection of
FAQs, tip sheets and other advice. You
can get a list of questions to ask your-
self to see if you have the personality of
an entrepreneur, find help with select-
ing a business, and browse an entire area
devoted to help with your business plan. 
Two things are of particular interest. First,

the vast collection of nearly 3,000 links to
other small-business-related sites. Second,
the online library to publications contained
on the SBA site. The library provides on-
line access to dozens of forms, legislation,
regulations, reports, studies, FAQs lists,
and more. There are even hundreds of
downloadable shareware and freeware
computer programs for managing time,
preparing invoices, tracking inventory, cal-
culating loan payments, and many other
business activities.

❍ American Express Small Business Ex-
change (www.americanexpress.com/
smallbusiness): This site, sponsored by
American Express, has a broad array of
well-organized files providing advice and
tips about all kinds of business problems,
from buying or selling a business to is-
sues related to working at home. There

Homemade But Not Half-Baked

Lindsay Frucci created a fat-free brownie mix and built it into a homebased busi-
ness success. No Pudge! Foods Inc. began in January 1995 with Frucci baking in
her home kitchen in Elkins, New Hampshire. The start-up notched just $6,000 in first-
year sales, reached $42,000 the second year, and exploded to $253,000 the third
year.

Frucci’s secret ingredient was a pair of SCORE (Service Corps of Retired Ex-
ecutives) counselors who told her to find outside manufacturing and get No Pudge!
out of her kitchen. The flexibility and increased capacity allowed Frucci to handle
large orders, package products with UPC codes, and devote her own energy to
product development and marketing. 

Frucci had faith in the SCORE counselors’ advice because they’d already helped
her draft a business plan when she needed more money to expand the homebased
firm. They had faith in her, as they showed when they advised her to turn down a
bank’s offer of a loan because the bank required her husband to co-sign. Insisting
the business should be financed on its own merits, without personal guarantees,

they went to a second bank, which saw the light. 

Frucci says flexibility is her watchword, and it’s reflected in the way she
runs and plans her business. “Sometimes businesses fail because they

have a business plan that says, ‘This is the way I’m going,’ and
they don’t consider changing midstream,” she says. “Allow your
business plan to change. It’s not set in stone.”



are a few come-ons for American Express
services, such as equipment financing, fi-
nancial planning, and, of course, apply-
ing for the well-known charge card. But
the information is generally well-pre-
sented, factual and unbiased.

TRADE GROUPS
AND ASSOCIATIONS

You’re not in this alone. There are count-
less local and national organizations, both
public and private, devoted to helping small
businesses get up and running. They pro-
vide services ranging from low-rent facili-
ties to financial assistance, from help in ob-
taining government contracts to help with
basic business-planning issues. Many of
these services are provided for free or at
nominal cost. 
❍ SCORE: The Service Corps of Retired Ex-

ecutives, known as SCORE, is a nonprofit
group of mostly retired businesspeople
who volunteer to provide counseling to
small businesses at no charge. SCORE
has been around since 1964 and has
helped more than 3 million entrepre-
neurs and aspiring entrepreneurs. SCORE
is a source for all kinds of business ad-
vice, from how to write a business plan
to investigating marketing potential and
managing cash flow.

SCORE counselors work out of nearly
400 local chapters throughout the Unit-
ed States. You can obtain a referral to a
counselor in your local chapter by con-

tacting the national office.
❍ National Business Incuba-

tion Association: The NBIA is the national
organization for business incubators,
which are organizations set
up to nurture young firms

and help them survive and grow. Incu-
bators provide leased office facilities on
flexible terms, shared business services,
management assistance, help in obtain-
ing financing and technical support. 

NBIA says there are nearly 600 incu-
bators in North America. Its services in-
clude providing a directory to local in-
cubators and their services.

❍ Chambers of commerce: The many cham-
bers of commerce throughout the Unit-
ed States are organizations devoted to
providing networking, lobbying, training
and more. If you think chambers are all
about having lunch with a bunch of com-
munity boosters, think again. Among the
services the U.S. Chamber of Commerce
offers is a Web-based business solutions
program that provides online help with
specific small-business needs, including
planning, marketing, and other tasks such
as creating a press release, collecting a
bad debt, recruiting employees, and cre-
ating a retirement plan.

The U.S. Chamber of Commerce is the
umbrella organization for local cham-
bers, of which there are more than 1,000
in the United States. If you’re planning
on doing business overseas, don’t forget
to check for an American chamber of
commerce in the countries where you
hope to have a presence. They are set
up to provide information and assistance
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Plan Of Action
For more information,

write to SCORE Association at 409
Third St. SW, 6th Fl., Washington,
DC 20024, (800) 634-0245,
www.score.org.

Plan Of Action
For more information,

contact the National Business Incu-
bation Association at 20 E. Circle Dr.,
#37198, Athens, OH 45701-3571,
(740) 593-4331, www.nbia.org.
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to U.S. firms seeking to do business
there. Many, but not all, countries have
American chambers.

BUSINESS PLAN CONSULTANTS
Businesspeople tend to fall into two

camps when it comes to consultants. Some
believe strongly in the utility and value of
hiring outside experts to bring new per-
spective and broad knowledge to challeng-
ing tasks. Others feel consultants are over-
paid yes-men brought in only to endorse

plans already decided on or to take the heat
for unpopular but necessary decisions. 

Who’s right? Both are, depending on the
consultant you hire and your purpose for
hiring one. Most consultants are legitimate
experts in specific or general business ar-
eas. And most consultants can be hired to
help with all or part of the process of writ-
ing a business plan.

The downside is you have to spend a lot
of time on communication before and dur-
ing the process of working with a consult-
ant. Be sure you have fully explained and
the consultant fully understands the nature
of your business, your concept and strate-
gy, your financial needs, and other matters
such as control, future plans, and so on. Re-
fer to these important issues throughout the
process—you don’t want to pay for a beau-
tifully done plan that fits somebody else’s
business, not yours. And when the work is

Plan Of Action
For more information,

contact the U.S. Chamber
of Commerce at 1615 H St. NW,
Washington, DC 20062-2000, (202)
659-6000, www.uschamber.org.

If you decide to hire a consultant to help you prepare your plan, take care that you
select the right person. Here are guidelines:

❍ Get referrals. Ask colleagues, acquaintances, and professionals such as bankers,
accountants, and lawyers for the names of business-plan consultants they rec-
ommend. A good referral goes a long way toward easing concerns you may have.
Few consultants advertise anyway, so referrals may be your only choice. 

❍ Look for a fit. Find a consultant who is expert in helping businesses like yours.
Ideally, the consultant should have lots of experience with companies of similar
size and age in similar industries. Avoid general business experts or those who
lack experience in your field.

❍ Check references. Get the names of at least three clients the consultant has helped
to write plans. Call the former clients and ask about the consultant’s perform-
ance. Was the consultant’s final fee in line with the original estimate? Was the plan
completed on time? Did it serve the intended purpose?

❍ Get it in writing. Have a legal contract for the consultant’s serv-
ices. It should discuss in detail the fee, when it will be paid, and
under what circumstances. And make sure you get a detailed,
written description of what the consultant must do to earn the
fee. Whether it’s an hourly rate or a flat fee isn’t as important
as each party knowing exactly what’s expected.

Hire Power



done, debrief the consultant to find out if
there’s anything you can learn that wasn’t
included in the plan.

BUSINESS PLAN COMPETITIONS
If you happen to be a business student,

you may be able to enter your business
plan in a college business plan competi-
tion. These competitions, of which there
are more than three dozen in the United
States, confer a measure of fame and even
some money on the winners. A panel of
plan experts including college professors,
venture capitalists, and bankers usually
judges entries. 

Winners are the plans that best lay out a
convincing case for a business’ success.
Judges can be tough; contestants can ex-
pect scathing criticism of poorly thought-
out plans.

Moot Corp. is the name of the best

known of the nation’s business plan com-
petitions. It’s sponsored each May by the
University of Texas at Austin. Moot Corp.
calls itself the “Super Bowl of world busi-
ness-plan competition” and is the oldest of
the approximately three dozen business
school-sponsored plan competitions. More
than two dozen plan-writing teams from as
far away as Australia participate in the con-
test, which began in 1983. The winner of
the UT competition receives $15,000 and
a significant publicity boost.

The most financially rewarding contest
is the $50,000 competition sponsored by
Massachusetts Institute of Technology. The
MIT winner takes home $30,000, while the
next two finishers take $10,000 each. Busi-
ness schools such as Harvard University and
the University of Chicago are among oth-
er prestigious business institutions spon-
soring plan contests.
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From Schoolhouse To Penthouse

A fair number of business-plan competition winners go on to become real busi-
nesses that succeed in the real world, often helped by investors attracted by the
competition. Here are a few:
❍ WebLine Communications Corp., an Internet technology firm, won the Massa-

chusetts Institute of Technology business plan competition. In addition to the
$30,000 prize, founder Pasha Roberts eventually raised more than $8 million
from investors impressed with his plan’s finish.

❍ Ampersand Art Supply, an art supply distributor, won the University of Texas plan
competition. Ampersand CEO Elaine Salazar’s presentation impressed one
competition judge so much he threw in his own investment of $300,000.

❍ 1-800 Contacts, a mail order contact lens firm, won the contest put on by
Brigham Young University. Today, the company has annual sales of near-
ly $169 million.
Not every contest-winning plan turns into a company. Entering could
even be a negative. Some contestants say that if you don’t win, in-
vestors consider it a strike against you, while even if you do, the aca-
demic connection may paint your plan as a mere ivory-tower exercise.

SCHOOL
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So much of the business-planning process
involves research and communication—re-
search about your product, its market, fi-
nancial resources, your customers, and
your competition along with commu-
nication with others in your line of
work, industry experts, suppli-
ers, and prospective customers.
That’s why the Internet is an in-
valuable tool for small-business
owners. Whether you’re writ-
ing a business plan for a new
business or for one that’s al-
ready established, the Inter-
net is a goldmine of in-
formation, as well as an
indispensable link to fu-
ture customers, investors
and market opportunities.

MARKET
RESEARCH

Thanks to the Internet,
market research for busi-
ness-planning purposes
has become much easier
and less time consuming.
For example, by logging on to the U.S.
Government’s Census Bureau (www.cen
sus.gov) Web site, you can learn every-
thing you need about population trends
in your market, which helps you determine
market share—a key piece of information
in any business plan. Using your Web site
or e-mail, you can set up an online focus
group to get a handle on what prospective
customers want from a product or service

like yours, how they’d use it, where they’d
like to buy it, and how often they’d pur-
chase it. This kind of information will help
you establish pricing, distribution and pro-
motional strategies. 

You can garner a wealth of valuable in-
formation via the Web on your competi-
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tors—and on businesses similar to yours
operating in other markets. Visit these com-
panies’ Web sites to see what their prod-
uct/service lines are, what their “Unique
Selling Propositions” are, who their target
markets are and what media are used to
reach them, what their prices are, and
where and how their product is distributed.
If their Web sites have a section called
“News” or “Upcoming Events,” you can
learn about their plans for future market-
ing efforts and determine how they’ll affect
your business.

E-mail is a convenient and inexpensive
way to stay connected to colleagues who
own businesses like yours in other markets.
You can build and maintain a network of
other business owners, to whom you can
field questions or from whom you can so-
licit advice.

GENERAL RESEARCH
Use the Internet to research your indus-

try. Go to your favorite search engine and
type in the words “trade association.” You’ll
be amazed at how many are listed. Refine
your search by inserting appropriate words
like “manufacturing,” “retail—clothing,”
“publishing,” “advertising,” or whatever is
relevant to your business. Check out those
trade associations that represent your busi-
ness and think seriously about joining one.
Trade associations provide lots of informa-
tion specific to their industries, in addition
to publishing reports and newsletters or
magazines, and many host trade shows—
all boons to your marketing efforts.

By reading publications and reports avail-
able online, you can stay current with what’s
happening in your industry as well as plan
for your business’s future. The Wall Street
Journal, BusinessWeek, The New York Times,
The Economist, and countless others are
only a click away. There you can learn
about trends for new products, new man-
ufacturing methods, new technology, and

the economic outlook—all important con-
siderations in the business planning process.

COMMUNICATION
If your business is already established and

you have a Web site, use it to solicit valu-
able feedback from your customers. Stay in
touch with them to foster customer loyal-
ty. After a sale is made, ask them whether
they’re satisfied or if more service is need-
ed. Let them know about upcoming events
and specials. Ask them what changes, if any,
they’d like to see made in your product or
service and how it’s delivered.

Use the Web and e-mail to get the in-
formation you need about vendors and
suppliers. Get a list of customers you can
e-mail or phone, so you can assess their
business relationships before you make
any commitments.

FINANCING
If your business plan will double as a fi-

nancing proposal, visit the U.S. govern-
ment’s Small Business Administration’s
(SBA) Web site at www.sba.gov to learn
more about the many different types of fi-
nancing programs available. In addition to
financial assistance through guaranteed
loans, the SBA also offers counseling serv-
ices, help in getting government contracts,
management assistance through programs
like SCORE (Service Corps of Retired Ex-
ecutives), and lots of publications.

The SBA also sponsors the Angel Cap-
ital Electronic Network (ACE-Net), a na-
tionwide Internet-based listing service that
allows “angel” investors to obtain infor-
mation on small, growing businesses seek-
ing in excess of $250,000 in equity fi-
nancing. You can access ACE-Net at
http://acenet.csusb.edu. Other government
organizations also offer financing to small
businesses, including the U.S. Department
of Agriculture (www.rur dev.usda.gov),
the U.S. Department of Commerce’s Ex-
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port Assistance Centers (www.sbc.gov/oit/
export/useac.html), and the Department
of  Energy’s Office of Industrial Techno-
logies (www.oit.doe.gov), to name a few.

To find nongovernment organizations
that provide financing to small businesses

in your area, visit the Association for En-
terprise Opportunity at www.microenter-
priseworks.org and ask which programs
serve businesses in your area. Your banker
and state economic development office can
also help.
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The following five sample plans were
chosen to represent a cross section of
companies and a variety of reasons for
writing a plan. Please note that these com-
panies are fictitious and that their con-
cepts may or may not be applicable to
your business. For the purposes of this
book, they show how business owners

can approach various issues relating to
a business plan depending on the type of
industry, size of the company, character-
istics of the market, caliber of manage-
ment, and other factors.

Read the sample plans with an eye to-
ward seeing whether any of the approach-
es taken fit what you’re trying to do. 

Sample Business Plans
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The following business plan is for Wa-
terWorks Inc. is a retail food-service oper-
ation seeking start-up capital. Its business
plan is succinct, carefully thought-out, and
well-documented. Particular attention has
been paid to studying the national sales
trends for the beverages WaterWorks will
serve. The plan provides adequate financial
data, including a three-year income state-
ment projection and a month-by-month
cash flow projection for the first year. 

The primary purpose of this plan is to
facilitate a $30,000 bank loan so the two
partners can launch their business and get
through the first six months. From that point
on, the business will be able to sustain it-
self on cash flow. When the partners need
additional financing to open their second
location in a couple of years, they should
have little difficulty in obtaining a second
loan for expansion.

There are several strengths to this busi-

ness plan. First is the fact that management
is experienced in the hospitality industry.
Second, the partners are providing a sig-
nificant portion of the start-up capital them-
selves, which delights bankers. Third is that
demand for WaterWorks’ products appears
to be growing, with little or no direct com-
petition in its market. Most important from
a financier’s point of view is that the plan
shows enough cash generated from sales
to pay off the loan in 12 months.

Among the weaknesses revealed by this
business plan are that the idea is unproven,
at least in its geographic market. Second,
the partners are paying themselves salaries.
Some lenders would prefer to see bor-
rowers do without salaries, at least in the
beginning. This is somewhat offset by the
facts that the partners are not taking a
draw—a dividend paid from profits in ad-
dition to salary—and that the salaries will
be modest. 
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Albert Walter, President
Matthew Strang, CEO
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I. Executive Summary

Market
According to Beverage Digest (April 2003) still, or noncarbonated, wa-

ter beverages are the trendiest new drinks since gourmet coffee. The mar-

ket for still-water drinks has been building steadily for three years and

now appears ready to enter an accelerated period of growth. 

Still-water drinks are different from the mass-produced carbonated bev-

erages sold by the soft-drink giants like Coca-Cola. They are usually

produced in small quantities by small operations, product quality is high,

and they often include functional additives, such as nutriceuticals, that

differentiate them from mass-market soft drinks and appeal to health-con-

scious consumers.

Business Description
WaterWorks will sell still-water beverages through a retail outlet in

Austin, Texas. The store will have a bar and seating area as well as a

service counter and will serve beverages prepared on the premises for

consumption there or off-site, along with prepackaged products like

baked goods.

The store, which will also include a drive-thru window, will be locat-

ed in an existing facility near the intersection of Loop 1 and Enfield Road

in central Austin.

Products
The product line, all purchased from outside vendors, will consist of

approximately 20 different still-water and functional beverages in addi-

tion to a selection of freshly baked breads, muffins, cookies and other lo-

cally produced foods.

Management
WaterWorks is registered as a partnership owned in equal shares by

Albert Walter and Matthew Strang. Mr. Walter will serve as President and

Mr. Strang as CEO. Mr. Walter and Mr. Strang are both experienced in

food-service operations. (See “Management” for more information.)
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Financing Needs
WaterWorks needs $30,000 in short-term financing to cover start-up

costs, purchase necessary equipment, and provide working capital until

the business can support itself from cash flow. The owners will invest

$20,000 of their own cash and would like to borrow $20,000 initially, with

the remaining $10,000 available as a line of credit over the next 180 days.

Interest payments will begin after the first month. After 10 months, op-

erations will generate sufficient cash to pay down the balance of the loan

in two balloon payments, which results in the loan being paid off by

the end of the first year. The owners are prepared to pledge personal

assets as collateral for this loan. 

II. Business Mission And Strategy

Mission Statement
WaterWorks will sell still-water and functional beverages to health-con-

scious consumers in Austin, Texas. Customers will include students, fac-

ulty and staff from the nearby University of Texas, the nation’s largest

institution of higher education, and residents of the well-educated, af-

fluent surrounding neighborhoods.

Strategic Elements
The WaterWorks strategy embodies several key elements:

❍ The store will be the first of its kind in Austin, a major metropolitan 

area of more than 1 million people.

❍ The location is near Sixth Street and Lamar Boulevard, one of the 

city’s busiest intersections and hottest retail environments. 

❍ Only products of the highest quality will be offered.

❍ Austin has one of the country’s highest per-capita rates of consump

tion of natural foods and beverages. 

Strategic Objectives
❍ To repay initial bank loans by the end of the first year of operation.

❍ To produce a net profit of at least $75,000 by the third year of operation.
❍ To expand to three additional retail locations by the end of the fifth 

year of operation.
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❍ To explore additional expansion through the creation of more com

pany-owned or possibly franchised outlets after year five.

III. Sources And Uses Of Funds

Start-Up Costs Summary
Start-up costs will be approximately $55,000, which includes initial lease

payments, leasehold improvements, inventory, permits, and other ex-

penses. Start-up costs will be financed primarily through a combination

of bank borrowing and investment by the partners. 

Sources And Uses of Funds

USE OF FUNDS

Capital Expenditures
Leasehold Improvements $10,000

Equipment 10,000

Total Capital Expenditures $20,000

Working Capital
Legal $1,000

Permits and Licenses 1,500

Printing 1,000

Graphic Design 1,000

Insurance 2,500

Rent (three months) 10,000

Salaries 10,000

Start-Up Inventory 5,000

Other Business Activities 3,000

Total Working Capital $35,000

TOTAL USE OF FUNDS $55,000

SOURCES OF FUNDS

Partner Investments $20,000

Trade Credit 5,000

Bank Loan 30,000

Total Sources of Funds $55,000
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IV. Products

WaterWorks will sell still-water drinks and baked goods to customers

in Austin, Texas.

Company Locations And Facilities
WaterWorks will be located near the intersection of Loop 1 and Enfield

Road in Austin, Texas, an attractive retail location near desirable residential

areas, the state capitol complex, and the University of Texas main campus.

An existing 900-square-foot facility with seating and a drive-up win-

dow will be leased. Improvements will include additions to the seating

area, a water bar, and landscaping.

A second location is planned for the third year of operation at a site to

be determined.

Products
The primary products sold through WaterWorks will be functional still-

water drinks in three categories:

1. Nutriceuticals

Nutriceutical waters include still waters to which minerals such as potas-

sium and calcium, vitamins including C or D, or other substances such as

caffeine have been added.

2. Bacteria-Free Still Water

Bacteria-free still waters are processed using techniques that eliminate mi-

croorganisms, including associated flavors and particles, from the water.

3. Exotic Waters

Exotic waters are bottled and imported from locations such as Alaska,

Canada, France, Hawaii, Sweden and Russia.

V. Markets And Competition

Still Water Sales Trends
Still water is the fastest-growing segment of the alternative beverage in-

dustry. Sales for 2002, the most recent year available, were up 25 percent,

almost double the industry average of 13 percent. Other alternative bever-

ages include juices, teas, sport drinks, sparkling waters and natural sodas.
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Still-water sales totaled 731 million cases, making the category the dom-

inant one in alternative beverages, whose total sales neared 1.9 billion

cases. Still water’s share of the alternative beverage market exceeded 39

percent, up 3.7 percent from the previous year, when 585 million cases

of still waters were sold. Other strong categories included sport drinks

and teas.

Source: Beverage Digest, February 2003

Industry Analysis
Alternative beverage producers include some of the beverage indus-

try’s largest companies. The graph below shows the top alternative bev-

erage producers and their respective market shares.

Source: Beverage Week

Suppliers
These following products will be supplied by various vendors:Aqua

Health, Water for Life, H2Ah!, Nutri-Water, Hydration Technologies,

Guava Cool and Soft Beverages. Vendors supply a variety of bever-

ages with features such as nutriceutical content, bacteria-free pro-

cessing, and a number of organic flavorings including berries, other

fruits and spices.
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Suppliers are for the most part located in the continental United States.

While they are not currently available for wholesale distribution in Austin,

which partially explains the lack of local retail distribution, all operate ex-

isting distribution systems with representatives in other Texas cities, in-

cluding Houston, San Antonio and Dallas. No problems in obtaining ad-

equate supplies of important products are anticipated. 

Market Analysis Summary
Austin, the capital of Texas, is located near the center of the state approxi-

mately 70 miles north of San Antonio and 200 miles south of Dallas. The city

has a population of approximately 500,000 and is the hub of a metropolitan

area of more than 1 million people. Austin is home to the nation’s largest uni-

versity, many offices related to the state government, and a booming business

community that includes the headquarters of Dell Computer Corp. and Whole

Foods Market, the nation’s largest retailer of natural foods. 

Austin has one of the highest percentages of adults with college de-

grees of any American city and is generally regarded as a center of pro-

gressive lifestyles in the Southwest.

WaterWorks is an ideal business for Austin given a market of this size and

demographics. Based on average individual transactions of approximately $2.25,

including still-water drinks and related products, the business has the poten-

tial to gross more than $400,000 in sales by the third year of operation.

Competitive Analysis
No other business in Austin focuses exclusively on the still-water market.

This opportunity provides considerable flexibility in pricing and allows Wa-

terWorks to create a great deal of customer awareness and brand loyalty. 

While no retail businesses devoted exclusively to water beverages

exist in Austin, water beverages are sold at Whole Foods, Whole Earth

Provision, Randall’s Markets, and other grocery retailers. 

Research in San Francisco reveals information on six still-water bev-

erage retail locations. The oldest has been in operation for slightly more

than two years. These businesses are thriving, selling still-water drinks

units at prices ranging from $1.25 for small, counter-prepared beverages

to be consumed on the premises to $24 for larger bottles to be installed

off-premises in water coolers.
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The owner of one of the older San Francisco businesses indicated

that first-year sales in his market, which, like the WaterWorks location, is

near a university and an affluent residential district, was selling 200 units

per day, yielding a first-year revenue potential of $117,000, assuming min-

imal average transaction value of $1.75. Considerable price flexibility is

likely to exist in markets where competition is lower or nonexistent. Re-

search conducted in Ann Arbor, Michigan, a city comparable to Austin

in size, showed that in the two existing still-water retailers, counter-pre-

pared drinks sold for as high as $5 each.

Competition And Buying Patterns
Still-water retailing will be new to Austin. Competitors primarily sell

mass-market waters through grocery store-type locations and do not fo-

cus on the still-water beverage market. There are no retail providers of

counter-prepared still-water beverages for consumption on the prem-

ises—so-called water bars.

WaterWorks’ success will come from educating consumers about the

appeal and benefits of still-water beverages and from providing high-qual-

ity products not available in grocery stores. Price competition will be a

minimal concern given current market conditions. 

VI. Marketing

Marketing Strategy
WaterWorks’ overall marketing strategy will be to educate consumers

about the benefits of still-water beverages and to promote the availabili-

ty of these products through WaterWorks. Customers will be reached

through fliers, newspaper advertisements, and special events.

Location also plays an important role in marketing and promotion, with

the business being located near a high-traffic retail area in central Austin. 

Target Markets And Market Segments
WaterWorks will target health-conscious and generally well-educated

and affluent consumers who are interested in trying new products and

dissatisfied with the limited selection and lack of personal service found

in grocery store-type water retailers.
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Pricing Strategy
Still-water fountain drinks will be offered at the following prices:

Small: $1.50

Medium: $2.25

Large: $3.75

In addition, larger sizes of water will be sold for customer carryout

or delivery. They will range in size from 1-liter bottles to 20-liter plastic

jugs at prices from $3.75 to $35.

Products will be sold on a cash basis to retail customers. Corporate

customers, expected to represent an insignificant proportion of sales at

the beginning, will be invoiced and given 30 days to pay. 

Promotion Strategy
WaterWorks will promote its still-water drinks to customers through:

❍ Regular newspaper advertisements focusing on the benefits of still-wa

ter beverages.

❍ A publicity campaign that will spotlight company owners on health-

related TV and radio broadcasts and position them as experts in print 

publications.

❍ Educational and promotional fliers that are distributed to residences 

within a 1-mile radius

❍ Discounts offered to groups such as health-food cooperatives, organ

ic gardening clubs and cultural associations.

Distribution Strategy
❍ Primary distribution of still-water drinks will be through the retail 

facility. 

❍ Secondary distribution will consist of deliveries of bottled water to 

restaurants, retailers and corporate locations. 

❍ Additional distribution will be through temporary booths set up at ath

letic and cultural events such as bicycle races and concerts. 

Sales Projections
Sales will start in January 2004. Sales forecasts are based on similar

start-ups in San Francisco. Forecasts include retail sales consistent with

similar markets with significant competition and may be considered con-

servative. 
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Corporate sales include sales of bottles for office water coolers and

beverages for corporate parties. Special-events sales include products

sold through booths set up at concerts, races and other events. Third-

year sales are projected to include partial results from opening a new

retail location.

Sales Forecast

VII. Management

Albert Walter has five years’ experience in the retail restaurant indus-

try. He served for three years as manager of the Java Coffee Beanery and

for two years as assistant manager of the Travis Bagel Shop. He is a

1994 graduate of the University of Texas at Austin business school, where

he earned an MBA.

Matthew Strang has seven years of experience in the hospitality in-

dustry. He served as assistant general manager of the Hill Country Bed &

Breakfast in Fredericksburg, Texas, for five years and as manager of Bee

Cave Bar & Grill in Austin for two years.

WaterWorks will hire one part-time employee to assist with the busi-

ness. The partners will perform the bulk of the duties required to oper-

ate the initial store. 

VIII. Financial Data

Financial Plan
WaterWorks will finance growth through cash flow. Expansion will be-

gin in year three and will include the opening of a second location, an in-

crease in corporate sales, and added emphasis on special-event promotions.

Retail walk-in $147,000 $183,000 $390,000

Corporate 0 6,000 12,000

Special events 15,000 18,000 30,000

Total $162,000 $207,000 $432,000

YEAR 2004 2005 2006
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Seasonal Data
As a result of Austin being a “college town,” seasonal variations will be

most pronounced in June, July and August. During these months, many

between-term college students leave the city, causing a significant—but

temporary—reduction in the size of Austin’s market.

Break-Even Analysis
The following table and chart show break-even analysis for year one.

The owners have determined that the business will require sales of ap-

proximately $12,591 per month to break even during the first year of

operation. Assumptions include average monthly fixed expenses of $9,443

(general and administrative expenses less depreciation divided by 12) and

a gross profit margin of 75 percent.

Break-Even Analysis

$9,443

75%

Projected Profit And Loss
Profits for the next three years are projected to equal:

2004: $5,169
2005: $20,451
2006: $66,320

Projected Income Statement

2004 2005 2006

INCOME

Gross Sales $157,500 $207,000 $432,000

Less Returns and Allowances 0 0 0

Net Sales $157,500 $207,000 $432,000

Cost of Sales 40,500 49,653 99,360

Gross Profit $117,000 $157,347 $332,640

Gross Profit Margin 74% 76% 77%

= $12,591
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OPERATING EXPENSES

General & Administrative Expenses

Salaries and Wages $45,360 $54,750 $121,500

Employee Benefits 2,721 3,285 7,290

Payroll Taxes 2,268 2,738 6,075

Sales Commissions 0 0 0

Professional Services 1,725 1,725 2,400

Rent 29,400 29,400 58,800

Maintenance 1,350 1,350 2,250

Equipment Rental 1,650 2,250 3,375

Furniture and Equipment Purchase 1,875 2,400 3,375

Insurance 2,820 3,000 6,300

Interest Expenses 2,025 2,025 3,000

Utilities 3,225 3,375 3,840

Office Supplies 1,350 1,425 1,800

Postage 1,125 1,388 1,575

Marketing and Advertising 15,225 19,875 26,138

Travel 825 1,125 1,500

Entertainment 375 450 600

Bad Debt 0 0 0

Depreciation and Amortization 2,100 2,700 4,800

TOTAL OPERATING EXPENSES $115,419 $133,261 $254,618

Net Income before Taxes $1,581 $24,086 $78,022

Provision for Taxes on Income 608 2,406 7,802

NET INCOME AFTER TAXES $973 $21,680 $70,220

Notes to projected income statement:

1. Figures for 2006 include added income and operating expenses from

second location.

2. Cost of Sales reflects slight but steady increase in gross profit margins.

3. Salaries and Wages include one part-time employee the first two 

years of operation, three part-time employees the third year of op-

eration (when two locations will be staffed), and the following an-

nual salaries for each partner in lieu of draw:

2004: $18,000   2005: $22,500  2006: $45,000
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Notes to projected cash flow statement:

1. Cash sales reflect summer slowdown due to college students being out

of town.

2. Other Cash Receipts consist of investment by partners.

3. Contingency fund set up at year-end to provide cash reserves.

4. Owners receive nominal salaries instead of draws.

5. Loan Payments cover interest at 10 percent on $30,000 loan until 

balance of principal and interest are repaid in two third-quarter bal

loon payments. 

6. April equipment purchase is for trailer, portable equipment, and booth

to prepare for promotions at outdoor events. 

Balance Sheet Projection
Projected shareholders’ equity and net worth after one year of operation

is $29,250.

Projected Balance Sheet 

Year Ending: December 31, 2004

ASSETS

Current Assets

Cash $6,750

Accounts Receivable 0

Inventory 4,125

Prepaid Expenses 3,750

Total Current Assets $14,625

Fixed Assets

Land $0

Buildings 0

Equipment 3,000

Furniture 7,500

Fixtures 7,500

Less Accumulated Depreciation 3,375

Total Fixed Assets $21,375

Other Assets 0

TOTAL ASSETS $36,000
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LIABILITIES

Current Liabilities

Accounts Payable $4,125

Accrued Payroll 2,250

Taxes Payable 375

Short-Term Notes Payable 0

Total Current Liabilities $6,750

Long-Term Liabilities

Long-Term Notes Payable $0

Total Long-Term Liabilities $0

Net Worth $29,250

Retained Earnings 0

Total Net Worth $29,250

TOTAL LIABILITIES & NET WORTH $36,000

Note to projected balance sheet:

1. Accounts receivable will be minimal in the first year, since all busi

ness will be conducted on a cash basis.
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The following business plan is for a high-
tech company looking for a second round
of financing to enable it to market and dis-
tribute its product nationwide. 

The strongest parts of this plan are the
industry analysis and management sections.
Management is clearly experienced enough
to achieve the objectives set in its plan. Two
other positive indicators are the industry’s
strong growth and trends favoring the in-
troduction of this company’s product.

The plan’s weakness relates to the

amount of money being requested. The
$750,000 that the owners are asking for re-
duces the expected return, based purely on
net income projections, to a rate below that
at which most venture capitalists are like-
ly to be interested. 

It’s possible that another company might
be interested in buying out Software Solu-
tions or that the company may go public
after a few more years. For now, the own-
ers need to make a stronger case for an en-
ticing cash-out or to ask for less money.

Sample Business Plan 2

For A High-Tech Company
Seeking Expansion Financing 
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Software
Solutions

Helping to Make Automobile

Dealerships More Productive 

26209 Fairfax Ave.
Cincinnati, OH 45207

(513) 555-7272
Bradley Regent, CEO

The information contained in this document is confidential. If you’re not

authorized to view it, please immediately return it to the above address. 
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Executive Summary
Software Solutions is a 1-year-old software manufacturer. Our initial

product is an inventory management system for automobile dealers to use

with portable handheld computers.

Many automobile dealers complain about the lack of good inventory

management systems. Current methods involve paper stock cards, sales

slips, and invoice books. However, these are frequently out-of-date and

inaccurate and always time-consuming to maintain.

Additional problems with existing inventory management systems in-

clude employees’ inability to access inventory records while on the show-

room floor or away from the office. This can result in missed sales op-

portunities, as employees must return to the office or call a prospect later

to provide information about the availability of a particular model.

Software Solutions’ DriversSeat inventory management system runs on

PalmPilot portable computers. These pocket-sized machines have be-

come the bestselling product in the history of the computer industry,

producing sales of more than 3 million units since they were introduced

in 1996. Many successful industry-specific programs have been written

for the PalmPilot.

Software Solutions was created specifically to produce Pilot-based appli-

cations for automobile dealers. The founder and CEO, Bradley Regent, spent

10 years as an information systems manager for automobile dealerships in

Ohio and Pennsylvania. Mr. Regent understands dealership-information is-

sues and has many contacts with those responsible for purchasing infor-

mation technology for dealerships. Other members of his team include a

marketing manager, a programmer and an office assistant.

Nine months were spent developing the DriversSeat product, including

market research, programming and testing. Initial sales of the product have

been encouraging. Several of the largest dealers in the Cincinnati area have

tested the programs, and at least two regional chains are also trying them out. 

Software Solutions was launched with $80,000 provided by the founder

and is now seeking an additional $750,000 to market and distribute Drivers-

Seat nationwide. The company anticipates no difficulty raising this sum

through a private equity placement of preferred stock, based on strong

initial acceptance of the product and numerous pending sales.
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Software Solutions’ Management Team
One of Software Solutions’ strengths is its management team’s in-

dustry experience. 

Bradley Regent, CEO
Prior to founding Software Solutions, Mr. Regent worked for several

large automobile dealerships as a programmer, systems analyst and in-

formation systems manager. A native of Cincinnati, Mr. Regent graduated

from Ohio State University with a degree in computer science. After two

years with a large systems integrator in Cincinnati, Mr. Regent began work-

ing in the automobile dealership industry.

Mr. Regent has extensive experience in analyzing, developing, and

maintaining inventory management systems for automobile dealer-

ships. He’s received professional training and certification as a de-

veloper in Oracle, SAP, Microsoft SQL, and DB2 database environ-

ments and has managed information systems departments of up to

seven people.

Mr. Regent’s primary responsibilities at Software Solutions will be long-

term planning, participating in product development, managing compa-

ny growth, and meeting with investors, customers and suppliers. Mr.

Regent is now the primary owner of Software Solutions and holds 80 per-

cent of the corporation’s stock. 

Wanda McIntire, Vice President Of Marketing
Ms. McIntire has worked for five years as a marketing specialist for two

companies serving automobile dealerships’ information-systems needs in

Kentucky and Indiana. Ms. McIntire has experience positioning and mar-

keting new information systems products geared to automobile dealers.

She developed the initial marketing plan for Parts Perfect, a parts inven-

tory management system created by Autosoft Systems that is now used

by more than 500 dealerships nationwide. Ms. McIntire graduated from

Tulsa University in 1992 with a degree in business.

Ms. McIntire’s responsibilities at Software Solutions are formulating and

implementing marketing strategy, participating in product development,

and working with customers and prospects. She holds 5 percent of the

corporation’s shares.
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Perry Honeywell, Program Developer
Mr. Honeywell was one of the first 20 employees of Helping Hand

Systems, a Palo Alto, California, company that is now the largest third-

party supplier of software for the PalmPilot computer system. He per-

sonally led the team that designed and produced Third Hand, a data col-

lection system running on the PalmPilot that is now used in ISO 9000

quality-control programs around the world. He received computer sci-

ence degrees from San Francisco University and the University of Cali-

fornia at Berkeley.

Mr. Honeywell’s responsibilities at Software Solutions are over-

seeing program operation and interface design, and creating and test-

ing code. He holds 10 percent of the corporation’s shares.

Steven Wise, Human Resources And 
Administrative Manager

Mr. Wise has many years of expertise in interviewing, screening

and hiring applicants for positions with information-systems firms.

For the past three years, he has been in charge of staffing and ad-

ministration for Staple Systems, a Cincinnati e-commerce software

firm that grew from three to more than 40 employees during the

time that the leading-edge software became well-received in the

marketplace. 

Mr. Wise’s responsibilities at Software Solutions are managing of-

fice operations, including bookkeeping and accounts receivables

and payables, as well as dealing with outside suppliers. As the com-

pany grows, he’ll be responsible for recruiting and hiring program

designers, programmers, testers and other employees. Mr. Wise holds

5 percent of the corporation’s shares.

The DriversSeat Product
DriversSeat is a compact, rugged, flexible, and cost-effective so-

lution to the inventory-management needs of automobile dealer-

ships. The program was created in the Palm OS environment, the

operating system of the computing industry’s most popular hand-

held computing device. The following table summarizes DriversSeat

features and benefits to customers.
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Software Solutions believes that competing products, all of which are

based on older laptop designs or outdated paper systems, cannot match the

DriversSeat’s combination of flexibility, convenience, and integration with 

other inventory-management systems.

DriverSeat Marketing Strategy
Software Solutions’ marketing strategy takes advantage of two trends:

the rapid growth of handheld computing systems for industrial and com-

mercial applications, and the increasing need for more sophisticated

and flexible inventory management as the automobile dealership indus-

try consolidates and grows in size.

Recent figures from the National Automobile Dealers Association show:

❍ Total sales for auto dealership are more than $500 billion annually 

and growing.

❍ More than 22,500 new-car dealerships exist, a number that has drop-

ped approximately 50 units annually for the past several years. 

❍ The industry has consolidated, with the number of smaller dealer-

ships selling fewer than 150 vehicles annually shrinking from 13,100 

in 1991 to 4,540 in 2003.

❍ Information systems have become increasingly important to the remain-

-

Thoroughly tested software housed
in a shock-resistant device that is
pocket-sized and battery-operated

Customized application for quickly
and easily transferring inventory in-
formation and updates both to and
from desktop systems to a PalmPilot

Ability to interface with desktop in-
ventory management systems from
EDS, Dealer Solutions, ATP, Reyn
olds & Reynolds, and others

Ready supply of inventory  data in
a portable, rugged  and inexpen-
sive package

Ability of salespeople, whether they’re
offsite or away from their  desk, to
quickly and easily provide customer
with accurate information on the avail-
ability of specific automobile models

Design reflects thorough under-
standing of the needs of automo-
bile dealerships

DriverSeat Features and Benefits

Features Benefits
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ing dealerships, with special concern being paid to the need for open

systems for information interchange and dealer purchase of hardware.

❍ The PalmPilot computing platform has become the fastest-selling 

computer in the history of the industry. Pertinent facts include:
1. More than 10 million units have been sold in approximately six years.

2. Thousands of software developers have written applications for a  
variety of uses.

3. The PalmPilot’s ruggedness, versatility and portability make it the 
most popular choice for industrial software developers. 

Software Solutions has priced its product to compete with both off-the-

shelf, general-purpose database and inventory-management systems for the

Pilot and with existing laptop-based inventory-management systems spe-

cific to the auto dealership industry.

A price of approximately $10,000 for a five-unit site license, including

five PalmPilot III computers, training, and an annual maintenance con-

tract, has proved acceptable to dealerships and is far below what com-

peting products based on larger systems sell for.

Software Solutions is using direct-mail marketing to auto dealership in-

formation systems managers followed up with telemarketing and personal

sales calls as its primary marketing method. This approach takes maxi-

mum advantage of the company principals’ reputations and visibility in

the Ohio automobile dealership community. 

As marketing for the DriversSeat is rolled out nationwide to all 22,500

prospective auto dealer customers, additional marketing dollars will be

required to produce direct-mail marketing materials, conduct telemar-

keting follow-up calls, arrange for personal sales calls to prospects, and

staff these functions with appropriately skilled personnel.

Software Solutions believes it can achieve a 9 percent market share

within four years. Sales of systems to approximately 2,000 dealerships, at

an average purchase price of $10,000, indicates total sales through 2006

of approximately $2 million, with more than half that amount occurring

in the final year as the effect of prior marketing efforts begins to be felt.

Program Development And Operations
One of Software Solution’s biggest advantages is the expertise of its prin-

cipals in the design, development and maintenance of software for portable 
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applications, particularly those in the automobile dealer industry.

The principal technologists, Bradley Regent and Perry Honeywell, com-

bine years of experience in, respectively, auto dealership information sys-

tems and portable platform software development. In addition to exten-

sive training in industry-standard database management systems, which

allows Mr. Regent to effectively interface DriversSeat data with existing

dealership computer systems, he maintains a network of beta testers, con-

sisting primarily of auto dealership IS managers, sales managers, sales-

people and inventory management personnel, to help with testing, prod-

uct development, feature refinement and other tasks.

Mr. Honeywell is recognized as an expert in third-party PalmPilot software

development. He serves on the advisory board for developing and main-

taining standards for industrial software applications for the PalmPilot. His

contacts and experience ensure that Software Solutions will have ongoing

access to the latest and best technology for developing its products.

Management believes its combination of industry-specific and techni-

cal expertise make it unique among companies addressing the inventory

management needs of automobile dealerships. Other competitors include

EDS, Digital Dealership, Microsoft and SAP. All these companies are much

larger than Software Solutions and capable of bringing much greater re-

sources to bear on the market. However, Software Solutions’ management

believes that its lead time in developing applications for this market, plus

the market segment’s small size relative to those its competitors are pri-

marily interested in, will provide the company with an opportunity to

secure a solid foothold.

Software Solutions operates out of offices at 26209 Fairfax Avenue in

Cincinnati, Ohio. The offices measure approximately 5,000 square feet

and offer adequate room for expansion over the next five years. Leasing

terms are flexible, and management believes rent is competitive with com-

parable office space in the city.

In addition to office furniture and fixtures, Software Solution’s primary

physical assets consist of five computer workstations used for application

development. The company also maintains a varying number of PalmPi-

lots used for application testing and development.

Software Solution’s inventory is limited to prepackaged versions of its

software and a small number of PalmPilots that are ready for installation.
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While PalmPilots are typically ordered from Palm Computing on an as-

needed basis, our practice minimizes inventory carrying costs and allows us

to provide our customers with a rapid turnaround for orders.

This business plan is for a high-tech company looking for a second round

of financing to enable it to market and distribute its product nationwide. 

The strongest parts of this plan are the industry analysis and manage-

ment sections. Management is experienced enough to achieve the objec-

tives set in its plan. Two other positive indicators are the industry’s strong

growth and trends favoring the introduction of this company’s product.

The plan’s weakness relates to the amount of money being requested.

The $750,000 that the owners are asking for reduces the expected return,

based purely on net income projections, to a rate below that at which

most venture capitalists are likely to be interested. 

It’s possible that another company might be interested in buying out

Software Solutions or that the company may go public after a few more

years. For now, the owners need to make a stronger case for an entic-

ing cash-out or to ask for less money.

Historical Financial Statements And Projections
Software Solution’s start-up was financed by $80,000 from Bradley Re-

gent. The current financial plan anticipates raising an additional $750,000

to market and distribute DriversSeat nationwide. Following this financing,

equity ownership would be distributed as shown below.

Pro Forma Statement Of Equity Ownership
The proceeds of this financing will allow Software Solutions to dis-

tribute and market DriversSeat nationwide. 

Mr. Regent Common 350,000 $660,000

Ms. McIntire Common 2,000 44,000

Mr. Honeywell Common 4,000 88,000

Mr. Wise Common 2,000 44,000

Investors Preferred 100,000 500,000

Total 458,000 $1,336,000

Owner             Stock Class          Shares              Amountd
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Software Solutions Income Statement

2001 2002

Net Sales $0 $83,400

COGS 0 48,713

Gross Margin $0 $34,687

Operating Costs

Development $41,799 $20,831

SG&A 7,253 26,478

Other 1,985 2,694

Total Operating Costs $51,037 $50,003

Operating Earnings –51,039 –15,315

Interest Expense –1,479 –2,138

Pretax Earnings –52,518 –17,453

Income Tax 0 0

Net Income –$52,518 –$17,453

Notes to income statement: Software Solution’s income statement for

the first two years of operation reflects no sales revenues the first year,

when the founder’s efforts were devoted to developing the product. De-

velopment costs that year were correspondingly high. Sales the second

year took off nicely, and gross margin was also in line. However, heavy

marketing expenses took their toll, and the company has produced a

net loss of more than $66,000 for its first two years in operation.

Software Solutions Balance Sheet
December 31, 2003

ASSETS

Cash $54,000

Accounts Receivable 17,780

Inventory 1,181

Prepaid Expenses 4,194

Other Current Assets 1,674

Total Current Assets $78,829
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Fixed Assets 26,346

Intangibles 1

Other Noncurrent Assets 0

Total Assets $105,175

LIABILITIES

Notes Payable $11,435

Accounts Payable 3,411

Interest Payable 1,175

Taxes Payable 978

Other Current Liabilities 2,376

Total Current Liabilities $19,375

Long-Term Debt 0

Other Noncurrent Liabilities 3,182

Total Liabilities $22,557

Net Worth $82,618

Total Liabilities & Net Worth $105,175

Note to balance sheet: Assets included $54,000 in cash from the founder’s
$80,000 initial capitalization. 

Software Solutions Cash Flow Statement

Sources Of Cash

Sales $83,400

Total Cash In $83,400

Uses Of Cash

COGS $48,713

SG&A 26,478

Other 2,694

Interest 2,138

Taxes 0

Equipment Purchase 6,480

Total Cash Out $86,503

NET CHANGE IN CASH –$3,103

Beginning Cash on Hand $55,801

Ending Cash on Hand $52,698
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Software Solutions Pro Forma Income Statement

INCOME PROJECTION

2004 2005 2006 2007

INCOME

Net Sales $191,250 $286,875 $788,907 $1,577,814

Cost of Sales 95,625 137,700 362,897 788,907

Gross Profit $95,625 $149,175 $426,010 $788,907

OPERATING EXPENSES

General & Administrative Expenses

Salaries and Wages $116,288 $143,438 $236,672 $263,063

Sales Commissions 9,562 14,344 39,445 78,891

Rent 4,800 5,040 5,292 5,556

Maintenance 1,913 2,009 2,109 2,214

Equipment Rental 1,687 1,771 1,860 1,953

Furniture and 

Equipment Purchase 9,000 3,333 2,343 3,960

Insurance 2,280 2,394 2,514 2,998

Interest Expenses 1,875 1,970 2,068 3,909

Utilities 1,650 1,732 1,819 1,911

Office Supplies 975 1,239 3,266 1,466

Marketing 

and Advertising 150,225 98,250 120,000 135,000

Travel 15,750 18,750 22,500 26,250

Entertainment 900 450 640 830

Bad Debt 750 287 789 485

Depreciation 

and Amortization 2,700 4,050 6,075 9,113

TOTAL OPERATING

EXPENSES $320,355 $299,057 $447,392 $537,599

Net Income 

Before Taxes –$224,730 –$149,882 –$21,382 $251,308

Provision for 

Taxes on Income 0 0 0 37,697

NET INCOME 

AFTER TAXES –$224,730 –$149,882 –$21,382 $213,610
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Notes to income projections: Sales projections reflect assumptions

of progressively greater rollout into the national market, with ac-

cordingly higher levels of sales. Heavy first-year marketing expenses

level off as national distribution is achieved. Sales increase in sub-

sequent years as the effect of initial marketing efforts is felt. Wage

and salary increases reflect need to hire additional programmers,

salespeople and administrative personnel to cope with higher sales.

Sustained profitability is achieved in 2007. Projected income tax

reflects effects of applying net operating loss from prior years to

2007 profits. 

Software Solutions Pro Forma Balance Sheet

2003 % Sales 2004
(projected)

Sales $83,400 $191,250

ASSETS

Cash $54,000 64.7% $123,739

Accounts Receivable 17,780 21.3% 40,736

Inventory 1,181 1.4% 2,678

Prepaid Expenses 4,194 5.0% 9,563

Other Current Assets 1,674 2.0% 3,825

Total Current Assets $78,829 94.5% $180,541

Fixed Assets 26,346 31.6% 60,435

Intangibles 1 0.0% 0

Other Noncurrent Assets 0 0

Total Assets $105,175 $240,976

LIABILITIES

Notes Payable $11,435 13.7% $26,201

Accounts Payable     3,411 4.1% 7,841

Interest Payable  1,175 1.4% 2,678

Taxes Payable  978 1.2% 2,295

Other Current Liabilities 2,376 2,506

Total Current Liabilities   $19,375 $41,521
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Long-Term Debt 0 0

Other Noncurrent Liabilities 3,182 4,833

Total Liabilities $22,557 $46,354

Net Worth  $82,619 $194,622

Total Liabilities 

& Net Worth  $105,176 $240,976

Note to balance sheet projection: Balance sheet projections were based

on relationships among various items reflected in 2003 actual results.

Intangibles include goodwill, proprietary technology, and long-term serv-

ice and maintenance contracts.
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The following business plan is for an es-
tablished company in need of working capital. 

Draper Rains Associates, a public rela-
tions and marketing firm, has grown
steadily for 15 years—it employs 109 peo-
ple and has a solid base of customers and
billings. Recently, the company began ex-
panding its operations to other cities to
attract new and larger clients. The result

has been an increase in expenses and a
clear need for working capital, which the
company is looking for in the form of a
bank loan.

The company is forward-thinking and
prudent to seek this type of loan now. Its
cash flow is positive, and its expenses will
increase as its geographic expansion efforts
gather steam.

Sample Business Plan 3

For A Service Firm 
Seeking Working Capital
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Confidential Business Plan

DRAPER RAINS 
ASSOCIATES

14479 Jackson St.
San Francisco, CA 94115

(415) 555-6968

Alice Draper, Chairman, President and CEO
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EXECUTIVE SUMMARY
Draper Rains Associates is a 15-year-old public relations and marketing

firm serving the health-care industry in the San Francisco Bay area. 

Draper Rains offers integrated public relations and marketing con-

sulting services to its clients, who consist of large hospitals, clinics and

health maintenance organizations. While the majority of the services

Draper Rains offers are available from other firms, the company be-

lieves its execution is superior. This is evidenced by the fact that the

majority of its clients have been active with the firm for more than five

years, some have been active more than 10 years, and one client has

been with the firm since its founding.

After several years of steady growth as a regional services provider, the

company is now poised to break out into the national scene. In pursuit

of this strategy, the company has expended a substantial proportion of its

capital reserves in opening new offices, increasing staff, and acquiring

necessary equipment and technology. 

The strategy has been successful so far, and the firm has acquired sever-

al national accounts whose billings are much larger than the average client

the firm has worked with in the past. These larger clients, many of whom

are also slower in cycling invoices than other clients, are causing increases

in accounts payable and accounts receivable. As a result, the company is

now seeking additional funding to provide working capital during this pe-

riod of expansion.

Bank financing of $525,000 is currently being sought. The objective is

a line of credit in that amount, with approximately $262,500 paid out

immediately and the balance paid out in equal installments for the next

five quarters. At the end of two years, payments against principal will be-

gin, and the entire principal amount will be paid off after four years.

PRODUCT
Draper Rains provides integrated public relations and marketing serv-

ices to large hospitals, clinics and health maintenance organizations.

The company’s services consist of planning marketing strategy, writing and

editing marketing materials and press releases, conducting publicity and me-

dia placement campaigns, media training for key executives, and related serv-

ices. The company arranges for production of videotapes and printed mate- 
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rials, conducts on-premises briefings and seminars, and participates in high-

level strategy sessions with its clients’ executives. 

The mission of the company is to provide its clients with positive, in-

tegrated public images in the marketplace, with the ultimate goal of in-

creasing client sales and profits. 

Draper Rains competes with numerous other companies for customers.

Many of these competitors provide similar services. However, the com-

pany believes its reputation for quality service and its long-established re-

lationships with existing clients will allow it to maintain and expand its

current level of sales in this competitive environment.

INDUSTRY
The health-care industry is undergoing monumental shifts as changes

in payer policies, declining bed utilization rates, and increasingly ex-

pensive new medical technology combine to make marketing more im-

portant than it has been previously. 

The marketing and public relations industry is also undergoing a period

of consolidation as numerous global advertising and marketing firms estab-

lish large, United States-based public relations divisions. These same com-

petitors are targeting health care for much the same reasons Draper Rains is. 

If current trends play out as expected, the business of providing mar-

keting and public relations services to large health-care clients will be-

come increasingly consolidated among a few sizable firms. To remain

competitive in this market, Draper Rains must develop a national pres-

ence to attract large, new clients. 

In pursuit of this goal, Draper Rains has opened new offices on the

East and West coasts as well as in the Midwest and the Southeast. It has

also increased employees by approximately 25 percent, or 16 people, to

staff these offices. 

MARKETING
Draper Rains obtains clients almost exclusively through word-of-mouth.

Because of the large size of its typical client—average clients are billed

approximately $30,000 annually—and the long-standing conservatism of

health-care institutions in matters of marketing, personal referrals, infor-

mal testimonials, and an excellent reputation among hospital administr-
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ators and professionals in the health-care marketing field continue to be 

the best marketing tools available.

Draper Rains has a formal program for generating and disseminating

positive word-of-mouth, informal testimonials, and referrals in the mar-

ketplace. While this program is difficult to track for effectiveness, the com-

pany believes its program is working and will continue to use it.

For the company to compete effectively in new geographic markets, it

must establish and maintain a physical presence in those markets. To that

end, the company has in the past year opened new offices in several cities,

each of which serves as a hub for its region of the United States. New of-

fices are located in Miami, Chicago, New York and Los Angeles. 

The company’s headquarters in San Francisco consist of approximately

8,000 square feet of leased space in a modern office building, with a staff

of 80. In each of the new cities, the firm has begun with small facilities and

small staffs. Offices average approximately 600 square feet and have staffs

of five people. Small office and staff size control expenses while provid-

ing a marketing foothold in the new markets. Each of the new offices has

adjoining space suitable for expansion. Draper Rains has acquired formal

options to lease adjoining space in New York, Miami and Los Angeles and

has an informal understanding with its landlord in Chicago.

In addition to establishing a physical presence in the new cities, Drap-

er Rains is mounting a modest advertising campaign. The effort includes

placing advertisements in the printed programs for meetings of local health-

care marketing organizations, advertising groups, and the like. The firm

has purchased outdoor advertising space on one or more billboards in

each of the cities for a term of approximately one year to build name

recognition among its target group.

Another key element of the company’s marketing campaign consists of

personal sales calls by the principal and other personnel. These sales calls

are scheduled with hospital administrators, hospital marketing directors,

HMO chief executives and marketing vice presidents, and similar indi-

viduals. The initial intent of these sales calls is to introduce our firm to

potential clients and to begin a dialogue. We anticipate that these sales

calls, the increased frequency of which is indicated in the growing trav-

el budget, will yield significant numbers of new clients and increased

billings over time. 
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MANAGEMENT

Alice Draper
Chairman, CEO and President

Ms. Draper, a resident of San Rafael, California, since 1976, is one

of the best-known figures in the field of public relations and market-

ing in the Bay area. She is past president of Northern California Me-

dia Relations Professionals; was a delegate from the Public Relations

Society of America to a global conference in London, England, in 1996;

and has taught marketing at San Jose State University as an adjunct

professor since 1994. Ms. Draper founded the firm as a homebased

business in 1984 in San Francisco. During the next 15 years, she grew

the firm to its present size of 109 employees. She is a graduate of

San Jose State University. 

Charles Allen
Vice President, Marketing

Mr. Allen is the firm’s chief marketing officer and handles many of

the marketing duties that are beyond the scope of the president’s du-

ties. He and his staff are responsible for developing marketing strate-

gy and preparing and executing the marketing plan. Mr. Allen has been

employed by Draper Rains for seven years and is a graduate of the Uni-

versity of Colorado.

Cheryl Plant
Vice President, Technology

Ms. Plant is Draper Rains’ chief information officer. She is re-

sponsible for developing technology strategies; selecting hardware,

software, and vendors; staffing the information office; and prepar-

ing a budget for information technology expenditures. Her role has

become more important as information management becomes es-

sential to providing the firm’s services and as remote offices are in-

corporated into the firm’s technology network. Ms. Plant joined the

firm last year from Intel Corp., where she served as assistant direc-

tor of information services for a major division. She is a graduate

of Carnegie Mellon University. 
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FACILITIES
Draper Rains’ headquarters are at 14479 Jackson St. in San Francisco,

with additional offices in New York, Miami, Chicago and Los Angeles. Un-

til 2001, the firm’s only office was in San Francisco. The additional offices

were opened as part of the long-range expansion plan.

One of the company’s key operational resources is the integrated

communications and computing network that links all personnel in

its headquarters, as well as those in the remote offices. This network

allows the company to quickly and effectively compose, edit, re-

produce, and disseminate client marketing materials. The investment

in technology provides the company with a significant edge over com-

petitors in terms of increased quality and reduced turnaround time

to complete assignments.

The company’s physical assets consist primarily of the computers,

modems, cabling and other equipment required to construct this network.

Other assets are furniture, equipment and fixtures in its headquarters of-

fice. Most fixtures and furnishings in the new offices are leased rather

than purchased.
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FINANCING

Income Statement 2002

Sales Receipts $8,176,635

Interest Income 16,068

COGS 5,396,579

Gross Margin 2,796,124

Expenses2,044,160

Depreciation 38,528

Operating Earnings 713,436

Interest Expense 113,487

Pretax Earnings 599,949

Income Tax 179,985

Net Income $419,964

Balance Sheet

June 30, 2002

ASSETS

Cash $267,798

Accounts Receivable 651,678

Prepaid Expenses 204,858

Other Current Assets 113,741

Total Current Assets $1,238,075

Fixed Assets 385,281

Total Assets $1,623,356

LIABILITIES

Notes Payable $215,784

Accounts Payable 170,346

Interest Payable 9,458

Taxes Payable 44,997

Other Current Liabilities 1,479

Total Current Liabilities $442,064
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Long-Term Debt 380,334
Other Noncurrent Liabilities 1,734

Total Liabilities $824,132
Net Worth $799,224
Total Liabilities & Net Worth $1,623,356

Note to balance sheet: The company operates on a June 30 fiscal year.

Cash Flow Statement

Sources Of Cash

Sales $7,767,804

Other Sources

Interest 16,068

Short-Term Borrowings 150,000

Total Cash In $7,933,872

Uses Of Cash

COGS $5,126,750

SG&A 2,044,160

Interest 113,487

Taxes 179,985

Equipment Purchase 80,313

Debt Principal Payments 38,763

Dividends 0

Total Cash Out $7,583,458

NET CHANGE IN CASH $350,414

Beginning Cash On Hand $81,581

Ending Cash On Hand $431,995

Note to cash flow statement: The company intends to reduce short-term

borrowings in favor of less costly long-term debt.
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Pro Forma Income Statement

INCOME PROJECTION

2000 2001 2002 2003
(projected)INCOME

Net Sales $7,379,414 $7,767,804 $8,176,635 $8,994,299

Interest Income 9,528 12,813 16,068 17,286

Cost of Sales 4,796,619 5,049,072 5,396,579 5,846,294

Gross Profit $2,592,323 $2,731,545 $2,796,124 $3,165,291

OPERATING EXPENSES

General & Administrative Expenses

Salaries and Wages $969,656 $1,020,690 $1,058,466 $1,181,851

Sales Commissions 368,970 388,391 490,598 449,715

Rent 33,816 35,506 37,283 62,634

Maintenance 73,794 77,484 82,133 137,982

Equip./Furn. Rental 5,773 6,062 6,424 10,792

Equipment Purchase 4,848 5,091 5,346 8,982

Insurance 10,467 13,083 16,353 19,623

Interest 54,375 57,237 113,487 214,491

Utilities 73,794 77,677 81,767 128,782

Office Supplies 47,966 50,490 53,966 52,617

Marketing 

and Advertising 125,450 132,052 139,004 10,806

Travel 26,164 32,706 40,883 1,500

Entertainment 22,139 23,304 24,529 831

Bad Debt 8,193 8,622 9,078 486

Depreciation 

and Amortization 24,657 30,822 57,792 57,792

TOTAL OPERATING 

EXPENSES $1,850,062 $1,959,217 $2,217,109 $2,338,884
Net Income 
Before Taxes $742,261 $772,328 $579,015 $826,407
Provision for Taxes 
on Income 222,680 231,699 179,985 247,021

NET INCOME 

AFTER TAXES $519,581 $540,629 $399,030       $579,386
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Pro Forma Balance Sheet
2002 % Sales 2003

(projected)

Sales $8,176,635 $8,994,299

ASSETS

Cash $267,798 3.3% $296,812

Accounts Receivable $651,678 8.0% $719,544

Prepaid Expenses 204,858 2.5% 224,857

Other Current Assets 113,741 1.4% 125,920

Total Current Assets $1,238,075 15.1% $1,367,133

Fixed Assets 385,281 4.7% 422,732

Total Assets $1,623,356 $1,789,865

LIABILITIES

Notes Payable $215,784 2.6% $233,852

Accounts Payable 170,346 2.1% 188,880

Interest Payable 9,458 0.1% 8,994

Taxes Payable 44,997 0.6% 53,966 

Other Current Liabilities 1,479 0.0% 0

Total Current 

Liabilities $442,064 5.4% $485,692

Long-Term Debt 380,334 4.7% 422,732

Other Noncurrent 

Liabilities 1,734 2,202

Total Liabilities $824,132 $910,626
Net Worth $799,224 $879,211
Total Liabilities 
& Net Worth $1,623,356 $1,789,837 

Note to pro forma balance sheet: Long-term debt projected includes

$262,500 in loan proceeds.
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The company in the following business
plan is a manufacturer courting a strategic
partner. The plan writer hopes to persuade
a larger company to join in a strategic alliance
to manufacture and distribute its patented
quick-connect device for coaxial cables.

CableNexus’ basic business strategy is
sound. The company sees a terrific oppor-
tunity in the growth of the Internet and pro-
jected demand for cable modems and oth-
er devices requiring large numbers of
coaxial cable connectors. 

The existing coaxial connectors on the
market are cumbersome and inefficient
compared with this company’s improved
design, and the company has hopes of snar-
ing a significant market share amid rapid-
ly growing demand.

The problem is that the opportunity is

bigger than CableNexus. The company has
only 24 employees and, while it’s generat-
ing profits and cash flow sufficient for mod-
erate growth, there’s no way it can fund a
big rollout of product from operations. In
addition, it is carrying a fairly heavy debt
load—its debt-to-equity ratio is approxi-
mately 4.3:1. That amount of leverage has
apparently given CableNexus’ bankers
pause, so the company is looking at other
options for funding its expansion.

CableNexus is proposing a modest degree
of alliance—not a formal and long-term joint
venture but rather a manufacturing license
and distribution agreement. The company
hopes it will dramatically increase its market
share while giving up to its partner only a
portion of profits it would make if it were
able to conduct the expansion on its own. 

Sample Business Plan 4

For A Manufacturer 
Seeking A Partner
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Confidential Business Plan For

CableNexus Inc.

Manufacturers Of Cable 
Connectors For All Purposes

16901 Rising Sun Avenue
Philadelphia, PA 19111

Contact: Paula Bench, President

(215) 555-7227





Entrepreneur Magazine’s

Creating A Successful Business Plan

221

EXECUTIVE SUMMARY
CableNexus Inc. designs and manufactures coaxial cable connectors for

the cable TV, Internet access, broadcasting, security and data transmission in-
dustries. The company’s proprietary designs for quick-connect coaxial ca-
ble connectors have proved superior to existing products. Since their intro-
duction in 1995, they have gained approximately 1 percent of the market. 

Management feels that much larger sales gains and market share could
be obtained, given CableNexus’ edge relative to its competition. Howev-
er, the company’s current production and distribution capacity is limited.

Management is seeking a partner to license manufacture of the patent-
ed CableNexus connector line and assist in providing or arranging distri-
bution to a larger market. It is anticipated that the partner will not need
to invest any funds in the company, with the exception of licensing fees.

CableNexus’ 24-employee team includes people with expertise in con-
nector design, light manufacturing operations and industrial marketing.

INDUSTRY
This opportunity for CableNexus to expand is being fueled by one of

the most sweeping industrial and commercial revolutions in history—the rap-
id growth in the use and number of connections to the Internet. An increasing
number of Internet users uses coaxial cable to access the network, and each
one of these connections, plus many more between the user and the infra-
structure, is a prospective customer for a CableNexus connector. 

The following statistics are relevant to CableNexus’ business plan:
❍ Internet users, estimated to number approximately 175 million at the 

end of 2003, will grow to approximately 300 million by the year 2007.
❍ The number of Internet users is increasing at a rate of more than 1 mil

lion per month.
❍ Content is growing rapidly as well. The number of Internet hosts grew 

from approximately 10 million in 1997 to more than 50 million in 2003. 
❍ The complexity of Internet content has increased to include real-time 

video, CD-quality audio, and high-resolution graphics. 
❍ Cable-delivery systems are capable of delivering information to million

of Internet users at rates up to 1,000 times as fast as traditional modem
operating over telephone networks. 

❍ Cable companies plan to invest more than $20 billion in equipment up
grades through 2007. 

❍ Set-top boxes that will bring cable-delivered Internet services as well 
as movies on demand, on-screen program guides, and other services 
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are expected to cost between $300 and $400 per subscriber.
❍ Cable infrastructure is already available to 97 percent of American homes,

giving the cable industry an edge in becoming the Internet access provider. 
As a well-established supplier of connectors to the cable-TV and data-

transmission industry, CableNexus is positioned to take maximum advan-
tage of the explosive growth potential in coaxial cable connector supply. 

MANAGEMENT  TEAM

Paula Bench, President
Paula Bench has served as president of CableNexus since 1993. Her re-

sponsibilities include overseeing new-product development, setting long-
range strategy, and building and maintaining relationships with key cus-
tomers and suppliers. She previously was employed at a company then
known as Pennsylvania Connectors in a variety of capacities until the founder’s
retirement in 1993. Working as general manager, Ms. Bench purchased the
company from the founder and has served as sole owner and president since
that time. Ms. Bench is past president of the Pennsylvania Small Business
Group. She is a 1985 graduate of Pennsylvania State University with a de-
gree in engineering.

David Stone, Vice President, Operations
David Stone has served as vice president, operations of CableNexus

since 1994. His responsibilities include overseeing the manufacture of new
CableNexus products, setting up and running manufacturing operations,
specifying new-equipment purchases and installation, overseeing main-
tenance of the company’s fleet of vehicles, and other duties relating to the
manufacture and delivery of the company’s products. Prior to joining Ca-
bleNexus, he was employed as manufacturing supervisor for Cable Man-
ufacturing in Blue Bell, Pennsylvania. He is a 1983 graduate of Rensse-
laer Polytechnic Institute.

Peter August, CFO
Peter August has served as CFO of CableNexus since 1996. Prior to that

time he served in various capacities as treasurer, controller and book-
keeper. He is a 1990 graduate of the University of Indiana.

Diane Paterson, Vice President, Marketing
Diane Paterson has served as vice president, marketing of CableNexus

since 1992. Her duties include determining marketing strategy, pricing, 
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product design, customer communications, sales staffing, and other mar-
keting-related duties.

PRODUCTION DESCRIPTION
Cable modems connect TVs to the cable TV coaxial wiring and may

also attach a personal computer via a standard Ethernet connection to the
cable infrastructure. Internet appliances and similar devices, a few of which
are already on the market, may provide access to many users in the near
future. Cable modems are sold by a number of vendors, including Hewlett-
Packard, Motorola and several smaller manufacturers. 

CableNexus’ patented easy-on connectors provide cable modem com-
panies, cable installers, and cable TV and data service access providers
with a rapid, secure method for completing the numerous connections
associated with a typical installation of cable service to a home or busi-
ness. These connectors use a proprietary, patented serrated-tooth lock-
ing mechanism to achieve a solid, radiation-secure attachment that can
nevertheless be completed with one hand, a significant convenience
to installation personnel.

To be most effective, the company’s cable connections must be in-
stalled on both the coaxial cable and the device being connected to.
For that reason, the company has negotiated supply contracts with sev-
eral smaller cable modem manufacturers. It is hoped that the presence of
a larger partner will allow the negotiation of similar arrangements with
a number of the larger device manufacturers.

In addition to offering significant improvement in functionality com-
pared with traditional threaded connectors, CableNexus’ connectors are
competitive in price. When purchased in volume, the company’s con-
nectors are priced in the range of five to seven cents per connection. Com-
peting designs are priced at four to six cents. The price difference, when
compared with the increase in usability and efficiency, has not proved
sufficient to inhibit customer purchases to date, and the company sees no
reason why it should in the future.

MARKETING
CableNexus’ marketing plan focuses on presenting the advantages of

its fastening system to large cable operators, cable system installers, and
equipment manufacturers. 

The goal for equipment manufacturers is to obtain the specifications
of CableNexus connectors for new devices to be connected to the cable 
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infrastructure. Installers are approached in the same fashion, with the goal
being to have CableNexus connectors specified for new installations
and retrofit projects. Cable system operators are invited to use CableNexus 
connectors in their back-office operations as well as to specify them for
use by installers and end-user device manufacturers.

In all cases, CableNexus’ primary marketing method consists of per-
sonal sales calls to engineers, network architects, designers, maintenance
managers, and others responsible for specifying the use of coaxial con-
nectors in cable systems and devices.

The company has experienced considerable success with this approach.
It has exclusive supplier agreements with four of the top six cable system
operators in Pennsylvania and three of the top five installation compa-
nies. In addition, the company has made good progress in presenting the
advantages of the CableNexus system to manufacturers of end-user de-
vices, including set-top boxes and cable modems, and anticipates an-
nouncing a major new contract in this area shortly.

For example, the company recently agreed to be the exclusive supplier
of cable connectors to NetCable, a Philadelphia provider of cable modem
Internet access. NetCable has grown rapidly and promises to become one
of the industry’s premier providers. After less than two years of commercial
availability, NetCable now serves approximately 127,000 cable modem
subscribers across the Northeast, an increase of 53 percent from late 2002.
NetCable’s cable modem subscriber base has nearly tripled since the be-
ginning of 2002. The base of homes with access to two-way upgraded
systems increased to 9 million on December 31, 2002, from 
7.7 million on March 31, 2002. 

Given that the cable industry is moving toward standardization of all
aspects of plant, equipment and operation, many other service providers
can be expected to follow NetCable’s lead. As a result, CableNexus an-
ticipates further agreements with other leading operators will be con-
cluded during the coming year. 

OPERATIONS
CableNexus operates out of a 10,000-square-foot manufacturing and of-

fice space in Philadelphia. The company owns the building and land. Vari-
ous machines, including drill presses, metal stampers, extruding machines,
and packing equipment, are also owned or leased by the company.

The company uses industry-standard production machinery in all
processes. Its materials are obtained from vendors who supply its com-
petitors—no unusual materials are used in their construction. Likewise, 
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the company employs no proprietary processes or technologies in the
manufacture of its products. 

The primary value-added feature of the company’s products is the 
design, which applies to coaxial cable connection technology proven in
other uses. This technology, on which the company holds patents for ap-
plication in coaxial cable connections, requires only moderate retooling
of machinery used by the majority of manufacturers to make industry-stan-
dard coaxial cable connectors.

The company’s current monthly production capacity amounts to ap-
proximately 1.5 million connectors. While current production capacity is
adequate to meet the existing level of orders, management believes ad-
ditional sales could be procured if service, especially the turnaround time
on orders, were improved. 

Achieving a significant improvement in service, including reducing turn-
around, would require substantial investments in new, higher-capacity
production equipment plus the addition of an improved distribution cen-
ter and, likely, geographically dispersed distribution centers to serve clients
in far-off regions. Management believes that the company’s financial struc-
ture will not support the added debt burden that would be necessary to
accomplish these operational improvements. Therefore, the decision has
been made to pursue a strategic alliance with an existing manufacturer
who can license CableNexus’ designs and provide appropriately located
distribution centers.
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FINANCIAL DATA

Income Statement

Sales Receipts $1,795,500

Interest Income 5,370

COGS 1,185,030

Gross Margin 615,840

Expenses 466,830

Depreciation 30,402

Operating Earnings 118,608

Interest Expense 30,858

Pretax Earnings 87,750

Income Tax 26,325

Net Income $61,425

Balance Sheet

June 30, 2002

ASSETS

Cash $89,463

Accounts Receivable 143,100

Prepaid Expenses 38,904

Other Current Assets 38,739

Total Current Assets $310,206

Fixed Assets 304,026

Total Assets $614,232

Liabilities

Notes Payable $185,376

Accounts Payable 38,904

Interest Payable 2,571

Taxes Payable 6,582
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Other Current Liabilities 3,534

Total Current Liabilities $236,967

Long-Term Debt 230,349

Other Noncurrent Liabilities 3,447

Total Liabilities $470,763

Net Worth $143,369

Total Liabilities & Net Worth $614,132

Cash Flow Statement 
Sources Of Cash

Sales $1,705,725

Other Sources

Interest 5,367

Short-Term Borrowings 24,366

Total Cash In $1,735,458

Uses Of Cash

COGS $1,125,777

SG&A 466,830

Interest 30,857

Taxes 26,325

Equipment Purchase 52,818

Debt Principal Payments 16,236

Dividends 0

Total Cash Out $1,718,843

Net Change in Cash $16,615

Beginning Cash on Hand $89,463

Ending Cash on Hand $106,078
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Income Projection

2001 2002 2003 2004

(projected)
INCOME

Net Sales $1,637,496 $1,723,680 $1,795,500 $2,082,780

Interest Income 2,688 3,622 5,370 4,506

Cost of Sales 1,064,373 1,120,392 1,125,777 1,353,807

Gross Profit $575,811 $606,910 $675,093 $733,479

OPERATING EXPENSES

General & Administrative Expenses

Salaries and Wages $215,169 $226,491 $232,428 $273,678

Sales Commissions 81,896 86,184 107,730 104,139

Maintenance 16,374 17,193 18,225 30,621

Equipment Rental 5,775 6,060 6,423 10,794

Furniture And Equipment

Purchase 4,848 5,091 5,346 8,982

Insurance 2,298 2,874 3,591 4,308

Interest Expenses 12,066 12,570 30,855 58,320

Utilities 16,377 17,235 17,955 28,278

Office Supplies 10,644 11,205 11,850 12,183

Marketing & Advertising 27,837 29,304 30,524 13,806

Travel 5,745 7,182 8,979 1,500

Bad Debt 1,818 1,914 1,994 483

Depreciation 

and Amortization 19,455 24,321 30,402       45,603

TOTAL OPERATING 

EXPENSES $420,302 $447,624    $506,302 $592,695

Net Income 

Before Taxes $155,509 $159,286 $168,791 $140,784

Provision for Taxes 

on Income 23,328 23,895 26,325 21,117

NET INCOME 

AFTER TAXES $132,181 $135,391 $142,466 $119,667

Note: Sales projections include an estimated $150,000 from licensing fees. 
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Balance Sheet Projection

2003 % Sales 2004

(projected)

Sales $1,705,725 $2,082,780

ASSETS

Cash $89,463 5.2% $108,305

Accounts Receivable 143,100 8.4% 174,954

Prepaid Expenses 38,904 2.3% 47,904

Other Current Assets 38,739 2.3% 47,904 

Total Current Assets           $310,206 18.2% $379,066

Fixed Assets 304,026 17.8% 370,735

Total Assets $614,232 $1,128,868

LIABILITIES

Notes Payable $185,376 10.9% $227,023

Accounts Payable 38,904 2.3% 47,904

Interest Payable 2,571 0.2% 4,166

Taxes Payable 6,582 0.4% 8,331

Other Current Liabilities 3,534 0.2% 4,166

Total Current Liabilities $236,967 13.9% $291,590

Long-term Debt 230,349 13.5% 281,175

Other Noncurrent Liabilities 3,447 2,844   

Total Liabilities $470,763 $575,609

Net Worth $143,469 $553,259

Total Liabilities 

& Net Worth $614,232 $1,128,868
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The primary purpose of this business plan
is to secure a loan for equipment, which the
business needs to begin operation. While the
idea for this type of business is new in this
particular market, it has been successful in
other, similar markets.

The owner and his partners are helping to
fund the business’s working-capital needs with
their equity stake, which helps bolster the busi-
ness’s debt-to-equity ratio, strengthens its bal-
ance sheet, and makes the business more at-
tractive to prospective lenders. Other funding
comes from two low-interest, three-year
loans—one from a state development agency

to help bring jobs to the area and another from
a vendor to fund initial marketing expenses.

The strengths of this plan include the
business’ solid balance sheet and the own-
er’s years of experience in the food indus-
try. He’s also done lots of market research,
which helps him make a strong case for
starting this business.

The primary weakness of this plan is that
it assumes cash flow will be strong through
the first year, enabling the business to be-
gin paying the owner a salary in the sec-
ond year and retiring the two short-term
loans the following year.

Sample Business Plan 5

For A Start-Up Needing 
An Equipment Loan
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Confidential Business Plan for

JAVANET
Eugene’s First Internet Cafe

Cale Bruckner, President

1435 10th Street
Eugene, Oregon 97403

(541) 555-7654
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EXECUTIVE SUMMARY
JavaNet, Eugene’s first Internet cafe, will provide a unique forum for

communication and entertainment as well as respond to increasing de-
mand in its market. According to market research conducted by Ja-
vaNet president Cale Bruckner, the public wants access to the Internet
at an affordable cost in a social setting. JavaNet’s goal is to provide the
community with a social, educational and entertaining atmosphere for
worldwide communication.

This business plan was prepared to request a $21,000 equipment loan
that the business projects repaying in four years. Additional financing has
already been secured for $20,000 from the Oregon Economic Develop-
ment Fund to support our efforts to create new jobs, $19,000 from ma-
jority owner Cale Bruckner, $36,000 from three investors, and $5,000 from
Microsoft to help fund start-up marketing expenses.

JavaNet will be incorporated as a limited liability corporation, which of-
fers the business all the benefits of a corporation but allows Mr. Bruckn-
er and his partners to be taxed as if they were in a partnership. The
partners—Luke Walsh, Doug Wilson and John Underwood—will not be
involved in the day-to-day management of JavaNet.

As shown in the financial statements, this financial arrangement al-
lows JavaNet to launch the business, provide customers with a full-fea-
tured Internet café and maintain operations through 2004. Mr. Bruckner
believes that successful operation in the first year will provide JavaNet
with a sufficient and loyal customer base so that the company can sus-
tain itself on income from operations in the second year.

Projected Sales For JavaNet

0

50,000

100,000

150,000

200,000

250,000

300,000

350,000
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JAVANET’S MISSION
JavaNet’s goal is to create a unique, upscale, comfortable, innovative en-

vironment that will promote what the Internet has to offer to the commu-
nity, provide affordable access to the Internet and other online services,
bring people with diverse interests and backgrounds together in a common
forum, and offer high-quality coffee and baked goods at reasonable prices.

Keys To Success
To succeed, JavaNet must create a unique space and differentiate

itself from other local coffee shops and future Internet cafés. It must
also encourage customer loyalty by promoting itself as a hub for so-
cializing and entertainment. At the same time, JavaNet must position
itself as an educational resource for novice users while also provid-
ing resources for more experienced users. Finally, JavaNet needs to
provide outstanding coffee and bakery items.

Risks
Three questions are raised concerning the success of JavaNet. First, what

will the level of demand be for the services offered by JavaNet in Eugene?
Second, will people be willing to pay for the services JavaNet offers? And
third, will the cost of Internet access from home drop so significantly that
there will not be a market for Internet cafes such as JavaNet?

COMPANY SUMMARY
JavaNet will be located in downtown Eugene on 10th and Oak

Streets and will provide full access to e-mail, the Web, FTP, Usenet,
and other Internet applications such as Telnet and Gopher. JavaNet
will also provide customers with a pleasant environment in which
to enjoy great coffee, specialty beverages and baked goods.

JavaNet will offer instructional Internet classes and a helpful staff
on duty at all times to appeal to those who are not computer-savvy.
This educational aspect will attract both young and senior members
of the community, while the downtown location will draw busi-
nesspeople, who can do their work in a pleasant environment and
enjoy their morning coffee at the same time.

Company Ownership
JavaNet is a privately held limited liability corporation registered in Ore-

gon. Cale Bruckner, the founder of JavaNet, is the majority owner (70 per-
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cent), and Luke Walsh, Doug Wilson and John Underwood are minority
shareholders (10 percent each).

START-UP EXPENSES
JavaNet’s start-up costs include coffee-making equipment, site modifica-

tion, funds to cover first-year operations; and the hardware, software, and
other equipment necessary to get its customers online. The equipment nec-
essary to provide JavaNet customers with a high-speed Internet connection
makes up a large portion of the start-up costs. These costs include comput-
ers and their setup, along with two laser printers and a scanner.

Coffee-making equipment includes one espresso machine, an auto-
matic coffee grinder, and minor additional equipment that will be pur-
chased from Allann Brothers.
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Sources And Uses Of Funds At Start-Up

Start-Up Expenses
Legal $3,000

Letterhead, business cards 2,000

Brochures 1,000

Consultants 2,000

Advertising 5,000

Insurance 2,400

Rent 6,000

Automatic coffee machine 1,700

Bean grinder 795

Computer systems (x11) 22,000

Communication lines 840

Furniture, other equipment 11,695

Remodeling, decorator fee 9,605

Inventory 5,000

Working capital for payroll 18,750

Total Start-Up Expenses $91,785
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Sources And Uses Of Funds At Start-Up

Investors

Cale Bruckner $19,000

Luke Walsh $12,000

Doug Wilson $12,000

John Underwood $12,000

Total Investment $55,000

Short-Term Liabilities

Oregon Development Fund $20,000

Microsoft $5,000

Total Short-Term Liabilities $25,000

Long-Term Liabilities $21,000

Total Liabilities $46,000

Total Funds Available at Start-Up $101,000

Profit/(Loss) at Start-Up $9,215

LOCATION AND FACILITIES
The site at 10th and Oak in downtown Eugene was chosen for its:

❍ Proximity to the downtown business community 

❍ Proximity to trendy, upscale restaurants, such as West Brothers 

and Allegra 

❍ Abundance of parking 

❍ Low-cost rent 

❍ High visibility 
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JAVANET’S SERVICES
JavaNet customers will have full access to external POP3 e-mail

accounts, or they can sign up for a JavaNet e-mail account. These
accounts will be managed by JavaNet servers and be accessible from
computer systems outside the JavaNet network. FTP, Telnet, Gopher,
and other popular Internet utilities will be available to customers, who
will be able to choose either Netscape or Internet Explorer browser
for surfing the Net. Other services available to customers will include
laser and color printing, scanning, access to popular software appli-
cations like Adobe Photoshop and Microsoft Word, and introductory
courses on how to use the Internet. For the customers’ convenience,
these classes will be held in the afternoon and early evening. This way,
JavaNet can cultivate a loyal client base that feels at home in its com-
fortable surroundings.

In keeping with the trend of other Internet cafés to offer customers
state-of-the-art equipment, JavaNet will invest in high-speed comput-
ers to provide its customers with a fast and efficient connection to
the Internet. The computers will be new, reliable, and fun to work on.
JavaNet will continue to upgrade and modify the systems to stay cur-
rent with communications technology.

Technical Support
Bellevue Computers in Eugene will provide JavaNet with Internet ac-

cess, network consulting, and the hardware required to run the Ja-
vaNetwork. Allann Brothers will provide JavaNet with coffee equip-
ment, bulk coffee and paper supplies. Baked goods will be provided
by Morningstar Bakery and Le Patisserie.

Future Services
As JavaNet grows, more communications systems will be added. The

possibility of additional units has been accounted for in the current floor
plan. As the demand for Internet connectivity increases (along with com-
petition in the market), JavaNet will continue to add new services to keep
up with customer demand.

THE MARKET
JavaNet is faced with the exciting opportunity of being the first cyber-

cafe in the Eugene market. 
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Market Segmentation
JavaNet’s customers can be divided into two groups. The first is famil-

iar with the Internet and wants an inviting atmosphere where they can
get out of their offices or living rooms and enjoy a great cup of coffee.   

The second group is not familiar with the Internet yet but is waiting
for the right opportunity to join the online community. JavaNet’s target
market falls anywhere between the ages of 18 and 50. Within these two
broad categories, JavaNet’s target market can be further divided into spe-
cific market segments, the majority of whom are students and business-
people. See the Market Analysis table below for more specifics.

University 
Students 4% $15,000 $15,600 $16,224 $16,873 $17,548

Office 
Workers 3% 25,000 25,750 26,523      27,319   28,139

Seniors 5% 18,500 19,425        20,396 21,416    22,487

Teenagers 2% 12,500    12,750 13,005      13,265    13,530

Others 0% 25,000 25,000 25,000 25,000 25,000

Total 2.68% $96,000 $98,525 $101,148 $103,873 $106,704

Potential 
Customers Growth 2004 2005 2006 2007 2008

Potential 
Customers  Growth    2004     2005         2006           2007         2008
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Strategy For Reaching Our Target Market 
JavaNet will cater to novices who want a guided tour on their first spin

around the Internet and to experienced users eager to indulge their pas-
sion for computers in a social setting. Furthermore, JavaNet will be a mag-
net for local and traveling professionals who want to work or check their
e-mail messages in a friendly atmosphere. These professionals will either
use JavaNet’s PCs or plug their notebooks in to Internet connections. 

Factors such as current trends and historical sales data ensure that the
demand for coffee will remain constant over the next five years. The rap-
id growth of the Internet and online services that has been witnessed
worldwide is only the tip of the iceberg. The potential growth of the In-
ternet is enormous, to the point where in 10 years, according to PC Week
(September 2003), a computer terminal with an online connection will be
as common and necessary as a telephone. Despite the fact that competi-
tors will enter the market over the next five years, JavaNet has set a goal
to maintain at least a 50 percent market share.

Mr. Bruckner hired Rumblefish Marketing to conduct a market survey
in Eugene 2003. Key findings include:
❍ More than 70 percent said they’d be willing to pay for access to 

the Internet. 
❍ $5 an hour was the most popular hourly Internet fee. 
❍ More than 50 percent already use the Internet on a regular basis. 

Rumblefish also provided data for cyber-cafes in comparable markets
like Seattle, San Francisco, and Cambridge, Massachusetts, and found that
JavaNet’s services, fees, environment and equipment were in line with this
young industry’s standards.

The retail coffee industry in Eugene experienced rapid growth in the
early 1990s and is now moving into the mature stage of its life cycle. Many
factors contribute to the still-healthy demand for good coffee in Eugene.
The biggest is university students and staff. To differentiate itself from oth-
er providers of coffee, specialty drinks and baked goods, JavaNet will
offer Internet service in a cafe setting.

Business Vendors
There are approximately 16 coffee wholesalers in Lane County. These

wholesalers distribute coffee and espresso beans to more than 20 retail-
ers in the Eugene area. Competition in both channels creates an even
amount of bargaining power between buyers and suppliers, resulting
in extremely competitive pricing for coffee beans and related products.
In Eugene there is a positive relationship between price and quality of 
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coffee. Some coffees retail at $8/pound while other, more exotic beans
may sell for as high as $16/pound. Wholesalers sell beans to retailers at
an average of a 50 percent discount. For example, a pound of Sumatran
beans wholesales for $6.95 and retails for $13.95. And as in most indus-
tries, price decreases as volume increases.

There are currently eight online service providers in Eugene. These
small, regional service providers use a number of different pricing
strategies. Some charge a monthly fee, while others charge hourly
and/or phone fees. Regardless of the pricing method used, obtaining
Internet access through one of these firms can be expensive. Larger
Internet service providers such as America Online, Prodigy, and Com-
puServe are also fighting for market share in this rapidly growing in-
dustry. But they can still be rather costly for some people. Consumers
who may use the Internet only intermittently may not be willing to
lock into paying these prices.

The main competitors in the retail coffee segment are Cafe Paradisio,
Full City, Coffee Corner and Cuppa Joe. These businesses are located in
or near the downtown area and target a market segment similar to Ja-
vaNet’s (students and businesspeople). However, none of these com-
petitors has made the investment in equipment, facility and fixtures that
JavaNet will make to enable customers to use the Internet.

Marketing Strategies
JavaNet’s plans on attracting new Internet users by:

❍ Providing knowledgeable employees focused on serving the customer’
needs and helping them navigate the Net. 

❍ Staffing the customer service desk during business hours. If a customer
has any type of question or concern, a JavaNet employee will always 
be available to assist. 

❍ Offering introductory classes designed to help new users familiarize 
themselves with e-mail, the Internet and the JavaNet computer system. 
To attract seasoned Internet users, JavaNet will provide:

❍ The latest in computing technology 
❍ Scanning and printing services 
❍ Access to powerful software applications 
❍ A social environment that enhances the entertainment value the Inter

net can provide
JavaNet will position itself as an upscale coffeehouse and Internet serv-

ice provider that serves high-quality coffee and espresso specialty drinks
at a competitive price. JavaNet will place print ads in The Register Guard,
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The Eugene Weekly and The Emerald to help build customer awareness.
A coupon for a free hour of Internet use will accompany these ads. Fur-
thermore, JavaNet will give away three free hours of Internet use to be-
ginners who sign up for a JavaNet workshop.

Pricing Strategy
JavaNet bases its prices for coffee and specialty drinks on the “retail

profit analysis” provided by our supplier, Allann Brothers Coffee Co.
Inc. Allann Brothers has been in the coffee business for 22 years and
has developed a solid pricing strategy.

Determining a fair-market hourly price for online use is more difficult
because there is no direct competition from another cyber-cafe in Eugene.
Therefore, JavaNet considered three sources to determine the hourly charge
rate. First, we considered the cost to use other Internet servers, whether
it is a local networking firm or a provider such as America Online. Some
charge a monthly fee, while others charge an hourly fee. Second, JavaNet
looked at how cyber-cafes in other markets such as Portland and Ashland
went about pricing Internet access. Third, JavaNet used the market sur-
vey conducted in 2002. Evaluating these three factors resulted in JavaNet’s
hourly price of $5.

Promotion Strategy
Initially, JavaNet will budget $5,000 for promotional efforts, which

will include advertising with coupons for a free hour of Internet time in
local publications and in-house promotions such as offering customers
free Internet time if they pay for an introduction to the Internet workshop
taught by JavaNet’s computer technician. JavaNet realizes that in the fu-
ture, when competition enters the market, additional revenues must be
allocated for promotion to maintain market share. 

Sales Strategy
Computer literacy is a requirement for all JavaNet employees. If an em-

ployee does not have basic computer skills when hired, he or she can be
trained by our full-time technician. 
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Sales Forecast
Sales forecast data is presented in the table below.

UNIT SALES 2004 2005           2006

Coffee (based on average) 12,015 14,068 15,475

Specialty Drinks (based on average) 6,654 7,913 8,705

E-mail Memberships 8,704 10,505 11,556

Hourly Internet Fees 38,270 46,365 51,002

Baked Goods (based on average) 32,673 42,150 46,365

Other 0 0 0

Total Unit Sales 98,316 121,001 133,103

UNIT PRICES 2004 2005          2006

Coffee (based on average)                $1.00           $1.00         $1.00

Specialty Drinks (based on average)   $2.00          $2.00         $2.00

E-mail Memberships $10.00         $10.00      $10.00

Hourly Internet Fees $2.50           $2.50         $2.50

Baked Goods (based on average) $1.25           $1.25        $1.25

Other $0.00           $0.00        $0.00

SALES 2004 2005 2006

Coffee (based on average) $12,015 $14,068 $15,475

Specialty Drinks (based on average) $13,308 $15,826 $17,409

E-mail Memberships $87,038 $105,053 $115,558

Hourly Internet Fees $95,676 $115,913 $127,505

Baked Goods (based on average) $40,841 $52,688 $57,957

Other $0 $0 $0

Total Sales $248,878 $303,548 $333,904

DIRECT UNIT COSTS 2004 2005 2006

Coffee (based on average) $0.25           $0.25         $0.25

Specialty Drinks (based on average) $0.50           $0.50         $0.50

E-mail Memberships $2.50           $2.50         $2.50

Hourly Internet Fees $0.63          $0.63         $0.63

Baked Goods (based on average) $0.31          $0.31         $0.31

Other $0.00          $0.00         $0.00
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DIRECT COST OF SALES 2004 2005 2006

Coffee (based on average) $3,004 $3,517 $3,869

Specialty Drinks (based on average) $3,327 $3,957 $4,352

E-mail Memberships $21,759 $26,263      $28,890

Hourly Internet Fees $23,919 $28,978      $31,876

Baked Goods (based on average) $10,210 $13,172       $14,489

Other $0 $0            $0

Subtotal Direct Cost of Sales $62,219 $75,887 $83,476
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Milestones
The JavaNet management team has established milestones to keep

the business-planning process on target. Mr. Bruckner is responsible for
meeting the following deadlines, which will be revised as needed.

Milestone Start Date End Date
Business Plan 1/1/2004 2/1/2004
Secure Start-Up Funding 2/15/2004 3/1/2004
Site Selection 3/1/2004 3/15/2004
Architect Designs 4/1/2004 5/1/2004
Designer Proposal 4/1/2004 4/15/2004
Technology Design 4/1/2004 4/15/2004
Year 1 Plan 6/1/2004 6/5/2004
Personnel Plan 7/1/2004 7/10/2004
Accounting Plan 7/1/2004 7/5/2004
Licensing 9/1/2004 9/15/2004

Milestones

Business Plan

Secure Start-Up
       Funding

Site Selection

Architect Designs

Designer Proposal

Technology Design

Year 1 Plan

Personnel Plan

Accounting Plan

Licensing

Jan Feb Mar Apr May Jun Jul Aug Sep
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MANAGEMENT SUMMARY
JavaNet is 70 percent owned and 100 percent operated by Cale Bruck-

ner, who makes all major management decisions. Mr. Bruckner’s three
partners—Luke Walsh, Doug Wilson and John Underwood—each own 10
percent of the corporation, and none are involved in the day-to-day man-
agement of JavaNet.

After earning his MBA at the University of Oregon, Mr. Bruckner went to
work for 10 years at Peet’s, a worldwide distributor of fine teas based in
San Francisco. He worked his way up to vice president, marketing (a posi-
tion he held for five years), and was responsible for all market-planning ef-
forts, including the company’s successful foray into the e-business arena.

JavaNet’s Personnel Plan
JavaNet’s staff will consist of six part-time employees, each working

20 hours a week at $7.50 per hour for the first two years. In 2006, raises
will be given to $8 per hour. One full-time technician (who can handle
minor terminal repairs/inquiries) will be on duty 40 hours a week at $15
per hour for 2004, $16.50 per hour for 2004, and $18.15 per hour in 2006. 

Personnel 2004 2005 2006

Owner 0 $15,000 $30,000

Part Time 1 $7,500 $7,500 $8,000

Part Time 2 $7,500 $7,500 $8,000

Part Time 3 $7,500 $7,500 $8,000

Part Time 4 $7,500 $7,500 $8,000

Part Time 5 $7,500 $7,500 $8,000

Part Time 6 $7,500 $7,500 $8,000

Technician $30,000 $33,000 $36,300

Total Payroll $75,000 $93,000 $114,300

JavaNet share of FICA & Medicare $5,738 $7,115 $8,744

Total Payroll Expense $80,738 $100,115 $123,044
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FINANCIAL PLAN

Sales 
JavaNet is basing its projected coffee and espresso sales on information

from Allann Bros. Coffee Co. Internet sales were estimated by calculating
the total number of hours each terminal will be active each day and then
generating a conservative estimate as to how many hours will be pur-
chased by consumers.

Cost Of Goods Sold
The cost of goods sold for coffee-related products was determined by

the “retail profit analysis” obtained from Allann Bros. Coffee Co. The cost
of bakery items is 20 percent of the selling price. The cost of Internet
access is $990 per month, paid to Bellevue Computers for networking
fees. The cost of e-mail accounts is 25 percent of the selling price.

Fixture Costs
Fixture costs associated with starting JavaNet are: 11 computers for $22,000,

two printers for $2,000, one scanner for $500, one espresso machine for
$1,700, one automatic espresso grinder for $795, two coffee/food prepa-
ration counters for $1,000, one information display counter for $1,000, one
drinking/eating counter for $500, 16 stools for $1,600, six computer desks
w/chairs for $2,400, two telephones for $200, decoration expense for $9,605
for a total fixture cost of $43,300 (including the computers).

Payroll Expense
Mr. Bruckner will receive no salary in year one, $15,000 in year two,

and $30,000 in year three. JavaNet’s six part-time employees will be
paid $7.50 an hour in the first two years and $8 in the third year. The
full-time technician will start at $15/hour in the first year, and his/her
salary will increase 10 percent each subsequent year. The total cost
of employing seven people at these rates for the first year is
$6,250/month.

Rent 
JavaNet is leasing a 1,700-square-foot facility for $2,000/month for a to-

tal of 36 months. At the end of the third year, the lease is open for ne-
gotiation, and JavaNet may or may not resign the lease depending on the
demands of the lessor.
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Utilities 
As stated in the lease, JavaNet’s landlord is responsible for pay-

ing the heating, air conditioning, gas, garbage disposal, and real
estate tax expenses. JavaNet is responsible for its 15 phone lines (13
dedicated to modems and two for business purposes). The monthly
charge for each line provided by US West is $23.58. The 13 lines used
to connect the modems will make local calls to the network pro-
vided by Bellevue, resulting in a monthly charge of $306.54. The two
additional lines used for business communication will cost
$47.16/month plus long-distance fees. JavaNet assumes that it will
not make more than $60/month in long-distance calls. Therefore, the
total cost associated with the two business lines is estimated at
$107.16/month and the total phone expense at $413.70/month. There
is an additional utility expense estimated at $1,200 for electric bills.

Marketing 
JavaNet has allocated $5,000 for start-up advertising expenses a to run

advertisements in local newspapers to build consumer awareness.

Insurance 
JavaNet has allocated $9,600 for insurance for the first year. As revenue

increases in the second and third year of business, JavaNet intends to
spend more money for additional insurance coverage.

Legal And Accounting 
The one-time cost for our attorney to draft the agreement and other pa-

perwork for our LLC is $2,000.

Depreciation
To depreciate our capital equipment, JavaNet used the modified ac-

celerated cost recovery method. We depreciated our computers over a
five-year period and our fixtures over seven years.

Loans Payable
JavaNet acquired a $21,000 loan from a bank at a 10 prcent interest

rate. It will be paid back at $750/month over the next four years. The
$5,000 loan from Microsoft and the $20,000 from the Oregon Econom-
ic development Fund will be paid back over three years at an interest
rate of 4 percent.
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FINANCIAL PROJECTIONS

Profit And Loss (Income Statement)
2003 2004 2005

Sales $273,317 $355,323 $500,856

Direct Cost of Sales $93,330 $113,830 $125,214

Other $0 $0 $0

Total Cost of Sales $93,330 $113,830 $125,214

Gross Margin $179,987 $241,493 $375,642

Gross Margin % 66% 68% 75%

Operating Expenses

Advertising/Promotion $20,000 $24,000 $28,800

Travel $1,125 $0 $0

Office, Inventory $18,000 $20,000 $22,000

Payroll Expense $80,738 $100,115 $123,044

Utilities $19,200 $21,120 $23,230

Insurance $9,600 $11,520 $13,820

Rent $24,000 $24,000 $24,000

Legal & Accounting $4,000 $3,000 $3,000

Total Operating Expenses    $176,663` $203,755 $237,894

Profit Before Interest and Taxes  (3,324) (37,738) $137,748

Interest Expense Short-Term $660 $0 $0

Interest Expense Long-Term $2,820 $1,785 $1,050

Taxes Incurred ($5,511) ($609) $3,782

Net Profit $5,355 $30,895 132,916
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Pro Forma Cash Flow
2004 2005 2006

Sources Of Cash

Sales 273,317 355,323 500,856

Loan Proceeds 46,000 0 0

Total Cash In $319,317 $355,323 $500,856

Uses Of Cash

Cost of Goods Sold 93,300 113,830 125,214

Overhead 176,663 203,755 237,894

Interest 3,480 1,785 1,050

Taxes 0 0 3,782

Equipment Purchase 36,190 0 3,000

Debt, Principal Payments 17,975 16,853 16,011

Total Cash Out $327,608 $336,223 $386,951

NET CHANGE IN CASH ($8,291) ($19,100) $113,905

Beginning Cash 

On Hand                                $55,000             $46,709 $19,100

Ending Cash On Hand $46,709 $27,609       $133,005
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Pro Forma Balance Sheet
2004 2005 2006

ASSETS

Short-Term Assets

Cash $55,000 $46,709 $19,100

Inventory 2,500 2,900 3,100

Accounts Receivable $0 $0 $0

Total Short-Term Assets $57,500       $49,609 $22,200

Long-Term Assets

Fixed Assets 36,190 30,000        35,200

Total Long-Term Assets $36,190 $30,000      $35,200

Total Assets $93,690 $79,609 $57,400

LIABILITIES

Short-Term Liabilities

Accounts Payable $12,348 $12,453 $13,542

Interest Payable 3,480 1,785 1,050

Taxes Payable 0 0 3,782

Total Short-Term Liabilities $15,828 $14,238 $18,374

Long-Term Liabilities $46,000 $29,850 $16,011

Total Liabilities $61,828 $44,088 $34,385

Net Worth $31,862 $35,521       $23,015

Total Liabilities & 

Net Worth $93,690 $79,609 $57,400
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Balloon payment: a single, usually 
final, payment on a loan that is much
greater than the payments preceding it;
some business loans, for example, re-
quire interest-only payments the first year
or two, followed by a single large pay-
ment that repays all the principal

Branding: the marketing practice of cre-
ating a name, symbol or design that iden-
tifies and differentiates a product from
other products; well-known brands in-
clude Tide, Dockers and Twinkies.

Business concept: the basic idea
around which a business is built; for
instance, FedEx is built on the idea of
overnight delivery, while Amazon.com
is built around the idea of selling
books over the Internet

Cash conversion cycle: the amount of
time it takes to transform your cash
outlays into cash income; for a manu-
facturer, the number of days or weeks
required to purchase raw materials and
turn them into inventory, then sales,
and, finally, collections

Competitive advantage: factor or factors
that make one company, product or serv-
ice different from and better than other of-
ferings; lower price, higher quality, and
better name recognition are examples

Co-op promotion: arrangement be-
tween two or more businesses to cross-
promote their enterprises to customers

Current assets: assets likely to be turned
into cash within a year

Current liabilities: amounts you owe
and are to pay in less than a year, such
as accounts payable to suppliers and
short-term loans

Due diligence: actions an investor should
do to check out an investment’s worthi-
ness; it has a legal definition when applied
to the responsibilities of financial profes-
sionals, such as stockbrokers; in general, it
includes such things as requiring audited fi-
nancial statements and checking warehous-
es for claimed inventory stocks

EBIT: acronym for earnings before in-
terest and taxes, an accounting term for
a company’s operational earnings sepa-
rate from the effects of interest pay-
ments and taxation

Electronic data interchange: a comput-
er-to-computer link-up of ordering and
inventory systems between manufacturers
and retailers; also called EDI

Executive summary: section of a busi-
ness plan that briefly describes what the
rest of the plan contains

Factoring: the flip side of trade credit;
what happens when a supplier sells its ac-
counts receivables to a financial specialist
called a factor; the factor immediately pays
the amount of the receivables, less a dis-
count, and receives the payments when
they arrive from customers; an important
form of finance in many industries

Goal: short-term objective, usually incor-
porating firm time deadlines and quantifi-
able measures

Glossary



Kaizen: Japanese term, popular in the
1980s and early 1990s that means contin-
uous improvement that seeks to constant-
ly obtain small gains in productivity and
quality over a long period, producing
greater long-term gains

Leverage: the use of borrowed funds to
increase purchasing power

Lifestyle entrepreneur: someone who
starts a business for the sake of owner-
ship or flexibility as opposed to the de-
sire to build a large enterprise or become
wealthy

Limited liability corporation: business
legal structure resembling an S corpora-
tion but allowing owners more flexibility
in dividing up profits while still providing
protection from liability; abbreviated LLC

Liquidity: a description of a company’s
ability to convert noncash assets, such as
inventory and accounts receivable, into
cash; essentially, the company’s ability to
pay its bills

Logistics: the science of moving objects,
such as product inventory, from one loca-
tion to another

Mission statement: a sentence describ-
ing a company’s function, markets and
competitive advantages

Objectives: long-term aims, frequently
representing the ultimate level to which
you aspire

Organization, functional: a company or
other entity with a structure that divides
authority along functions such as market-
ing, finance, etc.; these functions cross
product lines and other boundaries

Organization, line and staff: a company
or other entity with a structure calling for
staff managers, like planners and account-
ants, to act as advisors supporting a line man-
ager, such as the operations vice president

Organization, line: a company or other
entity with a structure divided by product
lines, means of production, industries
served, etc.; each line may have its own
support staff for the various functions

Outsourcing: having a component or
service performed or supplied by an out-
side firm such as a manufacturer, whole-
saler or broker; used to reduce time and
money costs for support work and add
flexibility in production staffing

Positioning: marketing tool that describes a
product or service in reference to its position
in the marketplace; for example, the newest,
smallest, cheapest, second-largest, etc. 

Psychographics: market researchers’ at-
tempt to accurately measure lifestyle by
classifying customers according to their
activities, interest, and opinions

Rate of return: the income or profit
earned by an investor on capital invested
into a company; usually expressed as an
annual percentage

Rich text format: standard word-pro-
cessing format in which most plan-writing
software allows you to export your work;
also called RTF

Strategy: the steps you plan to implement
to achieve your business objectives

Subordinated: term usually applied to a
debt and meaning its claim on the
debtor’s assets comes second to anoth-
er’s claim; senior subordinated debt has

Glossary
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a claim before junior subordinated debt;
preferred debt is the opposite of subor-
dinated—it gets first claim

Trade credit: accounts payable repre-
senting bills owed to suppliers; typical
trade credit terms allow payment in 30
days without penalty; an important
source of financing for many companies

Turnaround: a reversal in a company’s
fortunes, taking it from near death to ro-
bust health; for example, in the 1970s,
Chrysler had to be bailed out by the feder-
al government, then in the 1980s, Chrysler
turned around, and Daimler-Benz bought
the revived company in what was then
history’s biggest industrial buyout

Unique selling proposition: the factor
or consideration presented by a seller
as the reason that one product or serv-
ice is different from and better than the
competition

Vision statement: a sentence or two de-
scribing a company’s long-range aims,
such as achieving dominant market share
or attaining a reputation for world-class
quality

Working capital: the amount of money a
business has in cash, accounts receivable,
inventory and other current assets; normal-
ly refers to net working capital, which is
current assets minus current liabilities
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GOVERNMENT AGENCIES

Copyright Clearance Center, 
222 Rosewood Dr., 
Danvers, MA 01923, 
(978) 750-8400, 
www.copyright.com

Copyright Office, 
Library of Congress, 
101 Independence Ave. SE, 
Washington, DC 20559-6000, 
(202) 707-3000, 
www.loc.gov/copyright

Department of Agriculture,
1400 Independence Ave. SW, 
Washington, DC 20250, 
(202) 720-7420, 
www.usda.gov

Department of Commerce, 
1401 Constitution Ave. NW, 
Washington, DC 20230, 
(202) 482-2000, fax: (202) 482-5270,
www.doc.gov

Department of Energy, 
1000 Independence Ave. SW, 
Washington, DC 20585, 
(800) 342-5363, (202) 586-5000, 
www.doe.gov

Department of Interior, 
1849 C St. NW, 
Washington, DC 20240, 
(202) 208-3100, 
www.doi.gov

Department of Labor,
200 Constitution Ave. NW, Rm. S-1004, 
Washington, DC 20210, 
(866) 487-2365, (202) 219-6666, 
www.dol.gov

Department of Treasury, 
Main Treasury Bldg., 
1500 Pennsylvania Ave. NW, 
Washington, DC 20220, 
(202) 622-2000, 
www.ustreas.gov

Export-Import Bank of the 
United States,
811 Vermont Ave. NW, #911, 
Washington, DC 20571, 
(800) 565-3946, ext. 3908, 
(202) 565-3940, 
www.exim.gov

Federal Communications 
Commission,
445 12th St. SW,
Washington, DC 20544, 
(888) 225-5322, 
www.fcc.gov

Federal Trade Commission, 
600 Pennsylvania Ave. NW, 
Washington, DC, 20580, 
(202) 326-2222, 
www.ftc.gov 

International Mail Calculator, 
http://ircalc.usps.gov
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IRS, 
1111 Constitution Ave. NW, 
Washington, DC 20224, 
(202) 622-5000, 
www.irs.ustreas.gov

U.S. Consumer Product Safety 
Commission, 
Office of Compliance, 
4330 East-West Hwy., 
Bethesda, MD 20814, 
(800) 638-2772, 
www.cpsc.gov

U.S. Food and Drug Administration, 
5600 Fishers Ln., 
Rockville, MD 20857, 
(888) 463-6332, 
www.fda.gov

U.S. Patent & Trademark Office, 
P.O.Box 15667, 
Arlington, VA 22215, 
(800) 786-9199, 
www.uspto.gov

U.S. Printing Office,
Superintendent of Documents, 
Washington, DC 20401, 
(202) 512-0000, 
www.access.gpo.gov

Securities & Exchange Commission, 
450 Fifth St. NW, 
Washington, DC 20549, 
(202) 942-8088, 
www.sec.gov

Small Business Administration, 
409 Third St. SW, 
Washington, DC 20416, 
(800) 827-5722, 
www.sba.gov

SBA DISTRICT OFFICES
The SBA has several types of field offices.

The district offices offer the fullest range of
services. To access all district office web
sites, go to www.sba.gov/regions/states.html.

Alabama: 
801 Tom Martin Dr., #201,
Birmingham, AL 35211, 
(205) 290-7101

Alaska: 
510 L St., #310, 
Anchorage, AK 99501, 
(907) 271-4022

Arizona: 
2828 N. Central Ave., #800, 
Phoenix, AZ 85004-1093, 
(602) 745-7200

Arkansas: 
2120 Riverfront Dr., #250, 
Little Rock, AR 72202, 
(501) 324-5871

California: 
2719 N. Air Fresno Dr., #200, 
Fresno, CA 93727-1547, 
(559) 487-5791 

330 N. Brand Blvd., #1200, 
Glendale, CA 91203-2304, 
(818) 552-3215

550 W. C St., #550, 
San Diego, CA 92101,
(619) 557-7250

455 Market St., 6th Fl., 
San Francisco, CA 94105-2420, 
(415) 744-6820

650 Capitol Mall, #7-500, 
Sacramento, CA 95814-2413, 
(916) 930-3700
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200 W. Santa Ana Blvd., #700, 
Santa Ana, CA 92701-4134, 
(714) 550-7420

Colorado:
721 19th St., #426, 
Denver, CO 80202-2517, 
(303) 844-2607

Connecticut: 
330 Main St., 2nd Fl., 
Hartford, CT 06106-1800, 
(860) 240-4700

Delaware: 
1007 N. Orange St., #1120, 
Wilmington, DE 19801-1232, 
(302) 573-6294

District of Columbia:
1110 Vermont Ave. NW, 9th Fl., 
Washington, DC 20005, 
(202) 606-4000

Florida:
100 S. Biscayne Blvd., 7th Fl., 
Miami, FL 33131-2011, 
(305) 536-5521

7825 Baymeadows Wy., #100-B,
Jacksonville, FL 32256-7504, 
(904) 443-1900

Georgia: 
233 Peachtree St. NE, #1900, 
Atlanta, GA 30303, 
(404) 331-0100

Hawaii: 
300 Ala Moana Blvd., Rm. 2-235, 
Box 50207, 
Honolulu, HI 96850-4981, 
(808) 541-2990

Idaho: 
380 E. Parkcenter Blvd., #330, 

Boise, ID 83706, 
(208) 334-1696

Illinois: 
500 W. Madison St., #1250, 
Chicago, IL 60661-2511, 
(312) 353-4528

3330 Ginger Creek Rd., Ste. B, 
Springfield, IL 62711, 
(217) 793-5020 

Indiana: 
429 N. Pennsylvania St., #100,
Indianapolis, IN 46204-1873,
(317) 226-7272

Iowa: 
2750 First Ave. NE, #350, 
Cedar Rapids, IA 52402-4831,
(319) 362-6405

210 Walnut St., Rm. 749, 
Des Moines, IA 50309-4106,
(515) 284-4422

Kansas: 
271 W. Third St. N., #2500, 
Wichita, KS 67202-1212, 
(316) 269-6616

Kentucky: 
600 Dr. Martin Luther King Jr. Pl., 
Louisville, KY 40202, 
(502) 582-5971

Louisiana: 
365 Canal St., #2820,
New Orleans, LA 70130, 
(504) 589-6685

Maine: 
Edward S. Muskie Federal Bldg., 
68 Sewall St., Rm. 512, 
Augusta, ME 04330, 
(207) 622-8274
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Maryland:
City Crescent Bldg., 
10 S. Howard St., 6th Fl., 
Baltimore, MD 21201-2525, 
(410) 962-4392

Massachusetts: 
10 Causeway St., Rm. 265, 
Boston, MA 02222-1093, 
(617) 565-5590

Michigan: 
McNamara Bldg., 
477 Michigan Ave., #515, 
Detroit, MI 48226,
(313) 226-6075

Minnesota: 
Butler Square 210-C, 
100 N. Sixth St.,
Minneapolis, MN 55403, 
(612) 370-2324

Mississippi: 
AmSouth Bank Plaza, 
210 E. Capitol St., #900,
Jackson, MS 39201, 
(601) 965-4378

Hancock Bank Plaza,
2510 14th St., #101,
Gulfport, MS 39501,
(228) 863-4449

Missouri: 
323 W. Eighth St., #501, 
Kansas City, MO 64105, 
(816) 374-6701

200 N. Broadway, #1500, 
St. Louis, MO 63102, 
(314) 539-6600

Montana: 
Federal Building, 
10 W. 15th St., #1100, 

Helena, MT 59626, 
(406) 441-1081

Nebraska: 
11145 Mill Valley Rd., 
Omaha, NE 68154, 
(402) 221-4691

Nevada: 
400 S. Fourth St., #250, 
Las Vegas, NV 89101, 
(702) 388-6611

New Hampshire: 
JC Cleveland Federal Bldg.,
55 Pleasant St., #3101, 
Concord, NH 03301, 
(603) 225-1400

New Jersey:
2 Gateway Center, 15th Fl.,
Newark, NJ 07102, 
(973) 645-2434

New Mexico: 
625 Silver Ave. SW, #320, 
Albuquerque, NM 87102, 
(505) 346-7909

New York: 
111 W. Huron St., #1311, 
Buffalo, NY 14202, 
(716) 551-4301

26 Federal Plaza, #3100, 
New York, NY 10278, 
(212) 264-4354

401 S. Salina St., 5th Fl.,
Syracuse, NY 13202-2415,
(315) 471-9393

North Carolina: 
6302 Fairview Rd., #300, 
Charlotte, NC 28210-2227, 
(704) 344-6563
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North Dakota: 
657 Second Ave. N., Rm. 219, 
Fargo, ND 58102,
(701) 239-5131

Ohio:
1350 Euclid Ave., #211, 
Cleveland, OH 44115, 
(216) 522-4180

2 Nationwide Plaza, #1400, 
Columbus, OH 43215-2542, 
(614) 469-6860

Oklahoma: 
Federal Bldg.,
301 Sixth St. NW, 
Oklahoma City, OK 73102, 
(405) 609-8000

Oregon: 
601 Second Ave. SW, #950, 
Portland, OR 97204-3192, 
(503) 326-2682

Pennsylvania: 
Robert N.C. Nix Federal Bldg., 
900 Market St., 5th Fl., 
Philadelphia, PA 19107, 
(215) 580-2722

411 Seventh Ave., #1450, 
Pittsburgh, PA 15219,
(412) 395-6560

Puerto Rico: 
Citibank Tower, 
252 Ponce de Leon Ave., #200, 
San Juan, PR 00918, 
(787) 766-5572

Rhode Island: 
380 Westminster St., Rm. 511, 
Providence, RI 02903, 
(401) 528-4561

South Carolina: 
1835 Assembly St., Rm. 1425, 
Columbia, SC 29201, 
(803) 765-5377

South Dakota: 
2329 N. Career Ave., #105, 
Sioux Falls, SD 57107, 
(605) 330-4243

Tennessee:
50 Vantage Wy., #201, 
Nashville, TN 37228-1500, 
(615) 736-5881

Texas: 
4300 Amon Carter Blvd., #114, 
Ft. Worth, TX 76155, 
(817) 885-5500

8701 S. Gessner Dr., #1200, 
Houston, TX 77074, 
(713) 773-6500

222 E. Van Buren St., #500, 
Harlingen, TX 78550-6855, 
(956) 427-8533

1205 Texas Ave., Rm. 408, 
Lubbock, TX 79401-2693, 
(806) 472-7462

3649 Leopard St., #411,
Corpus Christi, TX 78408,
(361) 879-0017

10737 Gateway W.,
El Paso, TX 79935,
(915) 633-7001

17319 San Pedro, #200,
San Antonio, TX 78232-1411, 
(210) 403-5900

Utah:
125 S. State St., Rm. 2231, 
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Salt Lake City, UT 84138-1195,
(801) 524-3209

Vermont:
87 State St., Rm. 205,  
Montpelier, VT 05601, 
(802) 828-4422

Virginia: 
Federal Bldg., 
400 N. Eighth St., #1150, 
Richmond, VA 23240, 
(804) 771-2400

Washington: 
1200 Sixth Ave., #1700, 
Seattle, WA 98101-1128, 
(206) 553-7310

Spokane Regional Business Center, 
801 W. Riverside Ave., #200, 
Spokane, WA 99201, 
(509) 353-2811

West Virginia: 
320 W. Pike St., #330, 
Clarksburg, WV 26301, 
(304) 623-5631

Wisconsin:
740 Regent St., #100, 
Madison, WI 53715, 
(608) 441-5263

310 W. Wisconsin Ave., Rm. 400,
Milwaukee, WI 53203,
(414) 297-3941

Wyoming: 
Federal Bldg.,
100 E. B St.,
P.O. Box 44001,
Casper, WY 82602-5013, 
(307) 261-6500

SMALL BUSINESS 
DEVELOPMENT CENTERS

The following SBDCs can direct you to
the SBDC in your region. You can access
all SBDC web sites at www.sba.gov/sbdc
and then click on “SBDC Locator.”

Alabama: 
University of Alabama, 
Box 870397, 
Tuscaloosa, AL 35487, 
(205) 348-7011

Alaska: 
University of Alaska, Anchorage,
430 W. Seventh Ave., #110,
Anchorage, AK 99501, 
(907) 274-7232

Arizona: 
2411 W. 14th St., 
Tempe, AZ 85281, 
(480) 731-8720

Arkansas:
University of Arkansas, Little Rock, 
2801 S. University Ave.,
Little Rock, AR 72204, 
(501) 324-9043

California: 
San Joaquin Delta College, 
445 N. San Joaquin St., 
Stockton, CA 95202, 
(209) 943-5089

Colorado: 
Colorado Business Assistance Center, 
2413 Washington St., 
Denver, CO 80205,
(303) 592-5920

Connecticut: 
University of Connecticut, 
2100 Hillside Rd., #1094, 
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Storrs, CT 06269-1094, 
(860) 486-4135

Delaware: 
University of Delaware, 
1 Innovation Wy., #301, 
Newark, DE 19711, 
(302) 831-1555

District of Columbia: 
Howard University School of Business,
2600 Sixth St. NW, Rm. 128, 
Washington, DC 20059, 
(202) 806-1550

Florida: 
401 E. Chase St., #100, 
Pensacola, FL 32502, 
(850) 473-7830

Georgia: 
University of Georgia, 
Chicopee Complex, 
1180 E. Broad St., 
Athens, GA 30602-5412, 
(706) 542-7436

Guam: 
Pacific Islands, UOG Station, 
Mangilao, Guam 96923, 
(671) 735-2590

Hawaii: 
University of Hawaii, Hilo, 
100 Pauahi St., #109,
Hilo, HI 96720, 
(808) 933-0776

Idaho: 
Boise State University, 
1910 University Dr., 
Boise, ID 83725-1655, 
(208) 426-1640

Illinois: 
Greater North Pulaski, 

4054 W. North Ave., 
Chicago, IL 60639, 
(800) 252-2923, (773) 384-7074

Indiana: 
1 N. Capitol Ave., #700, 
Indianapolis, IN 46204, 
(317) 232-8800

Iowa: 
2501 N. Loop Dr., Bldg. 1, #1615, 
Ames, IA 50010-8283, 
(515) 296-7828

Kansas: 
Shirk Hall, 
1501 S. Joplin St., 
Pittsburg, KS 66762, 
(620) 235-4920

Kentucky: 
University of Kentucky,
225 Gatton College of Business 
and Economics,
Lexington, KY 40506-0034
(888) 475-SBDC

Louisiana: 
University of Louisiana at Monroe, 
700 University Ave.,
Administration 2-123, 
Monroe, LA 71209-6530, 
(318) 342-1224

Maine: 
University of Southern Maine, 
96 Falmouth St., 
P.O. Box 9300, 
Portland, ME 04104-9300, 
(207) 780-4420

Maryland: 
7100 Baltimore Ave., #401, 
College Park, MD 20740, 
(877) 787-7232, (301) 403-8300
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Massachusetts: 
University of Massachusetts, 
227 Isenberg School of Management, 
121 Presidents Dr.,
Amherst, MA 01003, 
(413) 545-6301

Michigan:
Grand Valley State University, 
Seidman College of Business, 
510 W. Fulton St., 
Grand Rapids, MI 49504, 
(616) 331-7480

Minnesota: 
Department of Employment & 
Economic Development, 
1st National Bank Bldg., 
332 Minnesota St., Ste. E200,
St. Paul, MN 55101-1351, 
(651) 297-1291

Mississippi: 
University of Mississippi, 
P.O. Box 1848, 
B 19 Jeanette Phillips Dr., 
University, MS 38677-1848, 
(662) 915-5001

Missouri: 
306 Cornell Hall, 
Columbia, MO 65211,
(573) 882-7096

Montana: 
301 S. Park,
P.O. Box 200501, 
Helena, MT 59620, 
(406) 841-2700

Nebraska: 
University of Nebraska at Omaha,
College of Business Administration, 
Roskens Hall 414,
60th & Dodge Sts., 

Omaha, NE 68182-0248, 
(402) 554-2303

Nevada: 
University of Nevada at Reno, 
CBA, Rm. 411, 
Reno, NV 89557-0100, 
(775) 784-1717

New Hampshire: 
33 Commercial St., 
Manchester, NH 03101, 
(603) 624-2000

New Jersey: 
49 Bleeker St., 
Newark, NJ 07102-1913, 
(973) 353-1927

New Mexico: 
Santa Fe Community College, 
Lead Center, 
6401 S. Richards Ave., 
Santa Fe, NM 87508, 
(800) 281-7232, (505) 428-1362

New York: 
University at Albany, 
One Pinnacle Plaza, #218, 
Albany, NY 12203,
(518) 453-9567

North Carolina: 
SB & TDC, 
5 W. Hargett St., #600, 
Raleigh, NC 27601-1348, 
(800) 258-0862, (919) 715-7272

North Dakota: 
University of North Dakota, 
118 Gamble Hall, 
P.O Box 7308, 
Grand Forks, ND 58202, 
(800) 445-7232, (701) 777-3700
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Ohio: 
37 N. High St., 
Columbus, OH 43215, 
(614) 221-6949

Oklahoma: 
Southeastern Oklahoma State University, 
517 W. University Blvd., 
Durant, OK 74701, 
(580) 745-7577

Oregon: 
99 W. 10th Ave., #390, 
Eugene, OR 97401-3021, 
(541) 463-5250

Pennsylvania: 
University of Pennsylvania, 
Vance Hall,
3733 Spruce St., 
Philadelphia, PA 19104, 
(215) 898-4861

Rhode Island: 
Bryant College, 
1150 Douglas Pike, 
Smithfield, RI 02917, 
(401) 232-6111

South Carolina: 
University of South Carolina, 
The Darla Moore School of Business, 
Columbia, SC 29208, 
(803) 777-5118

South Dakota: 
University of South Dakota, 
School of Business, 
414 E. Clark St., 
Vermillion, SD 57069-2390, 
(605) 677-5287

Tennessee: 
MTSU,
P.O. Box 98,

Murfreesboro, TN 37132, 
(615) 849-9999, (877) 898-3900

Texas: 
2302 Fannin St., #200, 
Houston, TX 77002, 
(713) 752-8444

Utah: 
9750 S. 300 W.,
MCPC 201,
Sandy, UT 84070, 
(801) 957-3484

Vermont: 
P.O. Box 188, 
Randolph Center, VT 05061-0188,
(800) 464-7232, (802) 728-9101

Virginia: 
4031 University Dr., #200, 
Fairfax, VA 22030, 
(703) 277-7700

Washington: 
Washington State University, 
P.O. Box 644851, 
Pullman, WA 99164-4851, 
(509) 335-1576, (509) 335-0949

West Virginia: 
State Capitol Complex, 
1900 Kanawha Blvd. E., Bldg. 6, Rm. 652, 
Charleston, WV 25305, 
(888) 982-7232, (304) 558-2960

Wisconsin: 
University of Wisconsin, Whitewater,
McCutchan Hall, Rm. 402, 
Whitewater, WI 53190, 
(800) 621-7235, (262) 472-3217

Wyoming: 
1000 E. University, Dept. 3922, 
Laramie, WY 82071, 
(307) 766-3505, (800) 348-5194
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STATE COMMERCE & ECONOMIC
DEVELOPMENT DEPARTMENTS

Alabama: 
401 Adams Ave., #670, 
Montgomery, AL 36130, 
(800) 248-0033, (334) 242-0400,  
www.ado.state.al.us

Alaska: 
P.O. Box 110800,
Juneau, AK 99811-0801, 
(907) 465-2500, 
www.dced.state.ak.us

Arizona: 
Executive Tower, #600, 
1700 W. Washington, 
Phoenix, AZ 85007, 
(602) 771-1100, 
www.state.az.us

Arkansas: 
Advocacy & Business Services, 
1 State Capitol Mall, 
Little Rock, AR 72201, 
(501) 682-1060, (501) 682-1121,
www.1-800-arkansas.com

California: 
Trade & Commerce Agency, 
Office of Secretary/Legal, 
1102 Q St., #6000, 
Sacramento, CA 95814, 
(916) 322-1266, 
www.commerce.ca.gov

Colorado: 
1625 Broadway, #1700, 
Denver, CO 80202, 
(303) 892-3840, 
www.state.co.us/oed/edc

Connecticut: 
Economic Resource Center, 
805 Brook St., Bldg. 4, 

Rocky Hill, CT 06067, 
(800) 392-2122, (860) 571-7136, 
www.cerc.com

Delaware: 
Economic Development Office, 
99 Kings Hwy., 
Dover, DE 19901, 
(302) 739-4271, 
www.state.de.us/dedo

District of Columbia: 
1350 Pennsylvania Ave. NW, #317, 
Washington, DC 20004,
(202) 727-1000, 
www.dc.gov/agencies/index.asp

Florida: 
Enterprise Florida, 
390 N. Orange Ave., #1300, 
Orlando, FL 32801, 
(407) 316-4600, (407) 316-4700,
www.eflorida.com

Georgia: 
Department of Community Affairs, 
60 Executive Park S. NE, 
Atlanta, GA 30329-2231, 
(404) 679-4940, 
www.dca.state.ga.us

Hawaii: 
Department of Business, Economic 
Development & Tourism,
1 Capital District Bldg.,
250 S. Hotel St.,
Honolulu, HI 96813, 
(808) 586-2423, 
www.hawaii.gov/dbedt
www3.hawaii.gov/DBEDT/index.cfm

Idaho: 
700 W. State St., 
P.O. Box 83720, 
Boise, ID 83720-0093, 
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(800) 842-5858, (208) 334-2470, 
www.idoc.state.id.us

Illinois: 
Dept. of Commerce & Community Affairs,
Springfield-Bressmer Bldg., 3rd Fl., S-3,
620 E. Adams St., 
Springfield, IL 62701, 
(217) 524-6293, (217) 524-1931,
www.commerce.state.il.us

Indiana: 
1 N. Capitol Ave., #700, 
Indianapolis, IN 46204-2288, 
(317) 232-8800, 
www.state.in.us/doc

Iowa: 
200 E. Grand Ave., 
Des Moines, IA 50309, 
(800) 532-1216, (515) 242-4700,  
www.state.ia.us/ided

Kansas: 
Dept. of Commerce & Housing, 
Business Development Division, 
1000 SW Jackson St., #100, 
Topeka, KS 66612-1354, 
(785) 296-5298, 
http://kdoch.state.ks.us/public

Kentucky: 
Kentucky Cabinet for Economic 
Development,
300 W. Broadway, 
Frankfort, KY 40601, 
(800) 626-2930, (502) 564-7140, 
www.thinkkentucky.com

Louisiana: 
P.O. Box 94185, 
Baton Rouge, LA 70804-9185, 
(225) 342-3000, 
www.lded.state.la.us

Maine: 
Dept. of Economic & Community 
Development, 
59 State House Stn., 
Augusta, ME 04333-0059, 
(207) 624-9800, 
www.econdevmaine.com

Maryland: 
Division of Regional Development, 
217 E. Redwood St., 10th Fl.,
Baltimore, MD 21202, 
(410) 767-0095, 
www.mdbusiness.state.md.us/business/
offices.asp

Massachusetts: 
Office of Business Development, 
10 Park Plaza, #3720, 
Boston, MA 02116,
(617) 973-8600, 
www.state.ma.us/mobd

Michigan: 
300 N. Washington Sq., 
Lansing, MI 48913, 
(517) 373-9808, 
www.michigan.gov

Minnesota: 
Small Business Assistance Office, 
332 Minnesota St.,
1st National Bank Bldg., Ste. E200,
St. Paul, MN 55101-1351,
(800) 310-8323, (651) 296-3871, 
www.deed.state.mn.us

Mississippi: 
Division of Existing Industry & Business, 
P.O. Box 849,
Jackson, MS 39205-0849, 
(601) 359-3593, 
www.mississippi.org

Entrepreneur Magazine’s

Creating A Successful Business Plan



Appendix A

Government Listings

Missouri: 
P.O. Box 1157, 
301 W. High St., Rm. 720,
Jefferson City, MO 65102, 
(888) 751-2863, 
www.ded.mo.gov

Montana: 
301 S. Park Ave., 
Helena, MT 59601, 
(406) 841-2700, 
www.commerce.state.mt.us

Nebraska: 
301 Centennial Mall S., 
P.O. Box 94666, 
Lincoln, NE 68509-4666, 
(800) 426-6505, (402) 471-3111, 
www.neded.org

Nevada: 
Dept. of Business & Industry, 
Center for Business Advocacy,
555 E. Washington Ave., #4900, 
Las Vegas, NV 89101, 
(702) 486-2750, 
www.dbi.state.nv.us

New Hampshire: 
Office of Business & Industrial 
Development, 
172 Pembroke Rd., 
P.O.Box 1856,
Concord, NH 03302-1856, 
(603) 271-2341, 
www.dred.state.nh.us

New Jersey: 
PO. Box 820, 
20 W. State St., 
Trenton, NJ 08625, 
(888) 239-1288, (609) 292-2146,
www.newjersey.gov/njbiz/y_smallbus_
offsmbus.shtml

New Mexico: 
P.O. Box 20003, 
1100 St. Francis Dr., 
Santa Fe, NM 87504, 
(800) 374-3061, (505) 827-0300, 
www.edd.state.nm.us

New York: 
Empire State Development, 
30 S. Pearl St., 
Albany, NY 12245, 
(800) 782-8369, 
www.empire.state.ny.us

North Carolina: 
SB & Technology Development Center, 
5 W. Hargett St., #600, 
Raleigh, NC 27601-1348, 
(800) 258-0862, (919) 715-7272, 
www.sbtdc.org

North Dakota: 
University of North Dakota, 
Center for Innovation,
Ina Mae Rude Entrepreneur Center,
4200 James Ray Dr.,
Grand Forks, ND 58203, 
(701) 777-3132, 
www.innovators.net

Ohio: 
1st Stop Business Connection, 
P.O. Box 1001, 
Columbus, OH 43216-1001, 
(614) 466-4232, 
www.odod.state.oh.us/onestop

Oklahoma: 
Dept. of Commerce, OKC Metro, 
900 N. Stiles Ave., 
Oklahoma City, OK 73104, 
(800) 879-6552, (405) 815-6552, 
www.okcommerce.gov
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Oregon: 
775 Summer St. NE, #200, 
Salem, OR 97301-1280, 
(503) 986-0123, 
www.econ.state.or.us

Pennsylvania: 
Small Business Resource Center, 
Commonwealth Keystone Bldg., 
400 N St., 4th Fl., 
Harrisburg, PA 17120-0225,
(866) 466-3972, 
www.inventpa.com

Rhode Island: 
1 W. Exchange St., 
Providence, RI 02903, 
(401) 222-2601, 
www.riedc.com

South Carolina: 
Division of the State CIO,
4430 Broad River Rd., 
Columbia, SC 29210, 
(803) 777-5118, 
www.myscgov.com

South Dakota: 
711 E. Wells Ave., 
Pierre, SD 57501-3369, 
(800) 872-6190, (605) 773-3301, 
www.sdgreatprofits.com

Tennessee: 
Small Business Service, 
William R. Snodgrass TN Tower, 
312 Eighth Ave. N., 11th Fl., 
Nashville, TN 37243-0405, 
(615) 741-2626,
www.state.tn.us/ecd/con_bsv.htm

Texas: 
Office of the Governor, 
P.O. Box 12428, 
Austin, TX 78711, 

(512) 463-2000,
www.governor.state.tx.us/divisions/
ecodev/sba

Utah: 
324 S. State St., #500,
Salt Lake City, UT 84111, 
(801) 538-8700, 
www.dced.utah.gov

Vermont: 
National Life Bldg., Drawer 20, 
Montpelier, VT 05620-0501, 
(802) 828-3211, 
www.state.vt.us/dca 
(Commerce and Community 
Development Agency), 
www.thinkvermont.com
(Economic Development Agency)

Virginia: 
Dept. of Business Assistance 
Development Center Network, 
707 E. Main St., #300, 
Richmond, VA 23219, 
(804) 371-8200, 
www.dba.state.va.us 

P.O. Box 446, 
Richmond, VA 23218-0446, 
(804) 371-8200, 
www.dba.state.va.us/smdev

Washington: 
Community Trade & Economic 
Development, 
Business Assistance Division, 
128 10th Ave. SW, 4th Fl., 
Olympia, WA 98504, 
(360) 725-4100, 
www.cted.wa.gov

West Virginia: 
Capitol Complex/Bldg. 6, 
1900 Washington St. E., Rm. 553, 
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Charleston, WV 25305-0311, 
(304) 558-2234, 
www.wvdo.org

Wisconsin: 
201 W. Washington Ave., 
Madison, WI 53703, 
(608) 266-1018, 
www.commerce.state.wi.us

Wyoming: 
Wyoming Business Council, 
214 W. 15th St., 
Cheyenne, WY 82001, 
(800) 262-3425, (307) 777-2800, 
www.wyomingbusiness.org
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Following is a listing of the SBA’s
top small-business-friendly banks in
each state.

ALABAMA
Camden National Bank
Camden, AL
(334) 682-4215
www.camdennationalbank.net

Citizens Bank of Fayette
Fayette, AL
(205) 932-4226

Community Bank
Blountsville, AL
(205) 429-1000
www.cbblount.com

Farmers & Merchants Bank
Piedmont, AL
(256) 447-9041
www.f-mbank.com

First Citizens Bank
Luverne, AL
(334) 335-3346
www.fcbl.com

First National Bank of Central 
Alabama
Aliceville, AL
(205) 373-2922
www.fnbca.com

First National Bank of Talladega
Talladega, AL

(256) 362-2334
www.fnbtalladega.com

Merchants Bank
Jackson, AL
(251) 246-4425
www.merchantsbank.com

Peachtree Bank
Maplesville, AL
(334) 366-2921

Peoples Bank of Coffee County
Elba, AL
(334) 897-2252
www.peoplesbankofcoffeecounty.com

Peoples Southern Bank
Clanton, AL
(205) 755-7691
www.peoplessouthern.com

Small Town Bank
Wedowee, AL
(256) 357-4936
www.smalltownbank.com

Traders & Farmers Bank
Haleyville, AL
(205) 486-5263

ALASKA
First Bank
Ketchikan, AK
(907) 228-4226
www.firstbankak.com
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ARIZONA
Meridian Bank (formerly Community
Bank of Arizona) 
Wickenburg, AZ
(928) 684-7884
www.meridianbank.com

Stockmen’s Bank
Kingman, AZ
(928) 757-7171
www.stockmensbank.com

Sunstate Bank
Casa Grande, AZ
(520) 836-4666
www.sunstatebank.com

Western Security Bank
Scottsdale, AZ
(480) 367-9494

ARKANSAS
Arvest Bank-Yellville (formerly Bank
of Yellville) 
Yellville, AR
(870) 449-4231
www.bankofyellville.com

Bank of Pocahontas
Pocahontas, AR
(870) 892-5286

Bank of Salem
Salem, AR
(870) 895-2591

Commercial Bank & Trust
Monticello, AR
(870) 367-6221
www.commercial-bank.net

Community Bank
Cabot, AR
(501) 843-3575
www.communitybk.net

DeWitt Bank & Trust
DeWitt, AR
(870) 946-8089
www.dewittbank.com

First National Bank
Hot Springs, AR
(501) 525-7999
www.fnbhotsprings.com

First National Bank of Sharp County
Ash Flat, AR
(870) 994-2311
www.fnbsharpcounty.com

First Service Bank
Greenbrier, AR
(501) 679-7300
www.firstservice.com

Malvern National Bank
Malvern, AR
(501) 332-6955
www.mnbbank.com

Pinebluff National Bank
Pinebluff, AR
(870) 535-7222
www.pbnb.net

Southern State Bank
Malvern, AR
(501) 332-2462
www.southernstatebank.com

CALIFORNIA
Bank of the Sierra
Porterville, CA
(559) 782-4900
www.bankofthesierra.com

California Center Bank
Los Angeles, CA
(213) 386-2222
www.centerbank.com
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Community Commerce Bank
Los Angeles, CA
(323) 268-6100
www.ccombank.com

Cupertino National Bank
Cupertino, CA
(408) 725-4400
www.cupnb.com

Inland Community Bank
Rialto, CA
(909) 874-4444
www.icbbank.com

Nara Bank
Los Angeles, CA
(213) 639-1700
www.narabankna.com

Pacific Western Bank
Santa Monica, CA
(310) 458-1521
www.pacificwesternbank.com

Plumas Bank
Quincy, CA
(530) 283-6800
www.plumasbank.com

San Joaquin Bank
Bakersfield, CA
(661) 281-0300
www.sjbank.com

Valley Independent Bank
El Centro, CA
(760) 337-3200
www.vibank.com

Wells Fargo Bank
San Francisco, CA
(415) 437-1582
www.wellsfargo.com

Wilshire State Bank
Los Angeles, CA
(213) 387-3200
www.wilshirebank.com

COLORADO
Canon National Bank
Canon City, CO
(719) 276-9153
www.canonbank.com

Centennial Bank (formerly 
Centennial Bank of Blende) 
Pueblo, CO
(719) 543-0763
www.coloradosbank.com

Cheyenne Mountain Bank
Colorado Springs, CO
(719) 579-9150
www.cmbank.com

Colonial Bank
Aurora, CO
(505) 671-9000
www.colonialbk.com

Farmers State Bank of Calhan
Calhan, CO
(719) 347-2727
www.farmers-statebank.com

First Community Bank (formerly First
Community Industrial Bank) 
Denver, CO
(303) 399-3400
www.fsbnm.com

First National Bank of Las Animas
Las Animas, CO
(719) 456-1512

Park State Bank and Trust
Woodland Park, CO

Entrepreneur Magazine’s

Creating A Successful Business Plan



Appendix B

Small-Business-Friendly Banks

(719) 687-9234
www.psbtrust.com

Pine River Valley Bank
Bayfield, CO
(970) 884-9583
www.prvb.com

Wells Fargo (formerly Bank of Grand
Junction) 
Grand Junction, CO
(970) 241-9000
www.wellsfargo.com

CONNECTICUT
Castle Bank and Trust
Meriden, CT
(203) 639-8866
www.castlebankandtrust.com

Citizens National Bank
Putnam, CT
(860) 928-7921
www.cnbct.com

Cornerstone Bank
Stamford, CT
(203) 356-0111
www.cornerstonebank.com

Salisbury Bank & Trust Company
Lakeville, CT
(860) 435-9801
www.salisbury-bank.com

DELAWARE
Bank of Delmarva
Seaford, DE
(302) 629-2700
www.bankofdelmarva.com

Bank One (formerly First USA Bank) 
Wilmington, DE

(302) 594-4000
www.bankone.com

Citibank Delaware
New Castle, DE
(302) 323-3900
www.citicorp.com

DISTRICT OF COLUMBIA
Adams National Bank
Washington, DC
(202) 772-3600
www.adamsbank.com

FLORIDA
Apalachicola State Bank
Apalachicola, FL
(850) 653-8805
www.apalachicolastatebank.com

Citrus & Chemical Bank
Bartow, FL
(863) 533-3171
www.candcbank.com

Columbia County Bank
Lake City, FL
(386) 752-5646
www.ccbanc.com

Destin Bank
Destin, FL
(850) 837-8100
www.destinbank.com

Drummond Community Bank
Chiefland, FL
(352) 493-2277
www.drummondcommunitybank.com

First National Bank of Alachua
Alachua, FL
(386) 462-1041
www.fnba.net
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First National Bank of Wauchula
Wauchula, FL
(863) 773-4136

Independent National Bank
Ocala, FL
(352) 854-4004
ww.inatbank.com

Suntrust Bankcard
Orlando, FL
(407) 237-4203
www.suntrust.com

Transatlantic Bank
Coral Gables, FL
(305) 666-0200
www.transatlanticbank.com

GEORGIA
Bank of Dudley
Dudley, GA
(478) 676-3196
www.bankofdudley.com

Capitol City Bank & Trust
Atlanta, GA
(404) 752-6067
www.capitolcitybank-atl.com

Citizens Bank of Washington County
Sandersville, GA
(478) 552-5116
www.cbwc.com

Community Banking Company of
Fitzgerald
Fitzgerald, GA
(229) 423-4321

Community National Bank
Ashburn, GA
(229) 567-9686
www.communitynational-bank.com

Farmers & Merchants Bank
Lakeland, GA
(229) 482-3585
www.fmbnk.com

First Bank & Trust
Carnesville, GA
(706) 384-4546
www.firstbankandtrust-ga.com

First Bank of Coastal Georgia
Pembroke, GA
(912) 653-4396
www.firstbankofcg.com

First State Bank
Stockbridge, GA
(770) 474-7293
www.firststateonline.com

McIntosh State Bank
Jackson, GA
(770) 775-8300
www.mcintoshbancshares.com

Planters First Bank
Cordele, GA
(229) 273-2416
www.plantersfirst.com

Sunmark Community Bank
Hawkinsville, GA
(478) 783-4036
www.sunmarkbank.com

United Banking Company, The
Nashville, GA
(229) 686-9451

HAWAII
First Hawaiian Bank
Honolulu, HI
(808) 525-7000
www.fhb.com
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IDAHO
Mountain West Bank (formerly Pend
Oreille Bank) 
Sandpoint, ID
(208) 265-2232
www.mountainwest-bank.com

ILLINOIS
Anna National Bank
Anna, IL
(618) 833-8506
www.annanational.com

Bank of Pontiac
Pontiac, IL
(815) 842-1069
www.bankofpontiac.com

First National Bank- Employee Owned
Antioch, IL
(847) 838-2265
www.fnbeo.com

First National Bank in Toledo
Toledo, IL
(217) 849-2701
www.firstneighbor.com

First National Bank of Ottawa
Ottawa, IL
(815) 434-0044
www.firstottawa.com

Germantown Trust & Savings Bank
Breese, IL
(618) 526-4202
www.gtsb.com

National Bank of Petersburg
Petersburg, IL
(217) 632-3241
www.nationalbankofpetersburg.com

Peoples National Bank of Kewanee
Kewanee, IL

(309) 853-3333
www.pnb-kewanee.com

Peotone Bank and Trust
Peotone, IL
(708) 258-3231
www.peotonebank.com

Trustbank
Olney, IL
(618) 395-4311
www.trustbank.net

INDIANA
Campbell & Fetter Bank
Kendallville, IN
(260) 343-3300
www.campbellfetterbank.com

DeMotte State Bank
DeMotte, IN
(219) 987-4141
www.netdsb.com

First Farmers Bank & Trust
Converse, IN
(765) 395-7746
www.ffbt.com

First Harrison Bank (formerly 
Hometown National Bank) 
New Albany, IN
(812) 949-2265
www.firstharrisonbank.com

First National Bank of Monterey
Monterey, IN
(574) 542-2121
www.pwrte.com/~monterey

First State Bank
Brazil, IN
(812) 448-3357
www.first-online.com
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First State Bank of Middlebury
Middlebury, IN
(574) 825-2166
www.fsbmiddlebury.com

Fowler State Bank
Fowler, IN
(765) 884-1200

Heritage Community Bank
Columbus, IN
(765) 485-5175
www.heritagecb.com

Markle Bank
Markle, IN
(260) 375-4550
www.marklebank.com

Scott County State Bank
Scottsburg, IN
(812) 752-4501
www.scottcountystatebank.com

State Bank of Oxford
Oxford, IN
(765) 385-2213
www.statebankofoxford.com

IOWA
Bank Iowa
Red Oak, IA
(712) 623-6960
www.bankredoak.com

Community First Bank
Keosauqua, IA
(319) 293-6283
www.cfirst.com

Cresco Union Savings Bank
Cresco, IA
(563) 547-2040
www.cusb.com

Decorah Bank & Trust
Decorah, IA
(563) 382-9661
www.securitybank-decorah.com

Farmers State Bank
Jesup, IA
(319) 827-1050
www.fsb1879.com

First State Bank of Colfax
Colfax, IA
(515) 674-3533

Freedom Security Bank
Coralville, IA
(319) 688-9005
www.fs-bank.com

Houghton State Bank
Red Oak, IA
(712) 623-4823
www.houghtonstatebank.com

Lee County Bank & Trust Co.
Fort Madison, IA
(319) 372-2243
www.lcbtrust.com

Libertyville Savings Bank
Fairfield, IA
(641) 693-3141
www.libertyvillesavingsbank.com

Maquoketa State Bank
Maquoketa, IA
(563) 652-2491
www.maquoketasb.com

Northstar Bank
Estherville, IA
(712) 362-3322
www.northstarbankiowa.com

Security State Bank
Red Oak, IA
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(712) 623-9809
www.securitystatebank.net

KANSAS
Citizens State Bank
Gridley, KS
(620) 836-2888

Emporia State Bank & Trust
Emporia, KS
(620) 342-8655
www.ebtrust.com

Farmers State Bank of Mcpherson
Mcpherson, KS
(620) 241-3090

First National Bank
Independence, KS
(620) 331-2265
www.bankindependence.com

First National Bank
Hays, KS
(785) 628-2400
www.bankhays.com

First National Bank of Southern
Kansas
Mount Hope, KS
(316) 661-2471

First State Bank
Norton, KS
(785) 877-3341
www.firstatebank.com

Gardner National Bank
Gardner, KS
(913) 856-7199
www.gardnernational.com

Peoples Bank & Trust
Mcpherson, KS

(620) 241-2100
www.peoplesbankonline.com

Rose Hill Bank
Rose Hill, KS
(316) 776-2131
www.rosehillbank.com

Union State Bank
Everest, KS
(785) 548-7521

University National Bank
Pittsburg, KS
(620) 231-4200

KENTUCKY
Bank of Columbia
Columbia, KY
(270) 384-6433
www.bankcolumbia.com

Bank of Edmonson County
Brownsville, KY
(270) 597-2175
www.bankofedmonson.com

Citizens Bank
Mount Vernon, KY
(606) 256-2500

Farmers Bank, The
Hardinsburg, KY
(270) 756-2166
www.thefarmersbank-ky.com

Farmers National Bank of Danville
Danville, KY
(859) 236-2926
www.farmnatldan.com

First National Bank of Columbia
Columbia, KY
(270) 384-2361
www.fnbcolumbia.com
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Kentucky Banking Centers
Glasgow, KY
(270) 651-2265
www.kbc123.com

Peoples Bank & Trust Company of
Hazard
Hazard, KY
(606) 436-2161
www.peopleshazard.com

Peoples Bank of Fleming County
Flemingsburg, KY
(606) 845-2461
www.pbfco.com

South Central Bank
Glasgow, KY
(270) 651-7466
www.southcentralbank.biz

LOUISIANA
American Bank
Welsh, LA
(337) 734-2226

City Savings Bank and Trust Co.
DeRidder, LA
(337) 463-8661
www.citysavingsbank.com

Community Bank
Mansfield, LA
(318) 872-3831
www.cbexpress.com

Delta Bank
Vidalia, LA
(318) 336-4510

Feliciana Bank & Trust Co.
Clinton, LA
(225) 344-8890

First Louisiana National Bank
Breaux Bridge, LA
(337) 332-5960

Gibsland Bank & Trust Co.
Gibsland, LA
(318) 843-6228
www.gibslandbank.com

Guaranty Bank
Mamou, LA
(337) 468-5274

Gulf Coast Bank
Abbeville, LA
(337) 893-7733
www.gcbank.com

Jeff Davis Bank & Trust
Jennings, LA
(337) 824-3424
www.jdbank.com

MAINE
First Citizens Bank
Presque Isle, ME
(207) 768-3222
www.fcbmaine.com

MARYLAND
Bank of the Eastern Shore
Cambridge, MD
(410) 228-5800
www.bankofes.com

Farmers & Mechanics Bank
Frederick, MD
(301) 644-4400
www.fmbancorp.com

First United Bank and Trust Co.
Oakland, MD
(888) 692-2654
www.myfirstunited.com
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Hebron Savings Bank
Hebron, MD
(410) 749-1185
www.hebronsavingsbank.com

Patapsco Bank
Dundalk, MD
(410) 285-1010
www.patapscobank.com

Peninsula Bank
Princess Anne, MD
(410) 651-2404
www.peninsulabankmd.com

Peoples Bank of Kent County
Chestertown, MD
(410) 778-3500
www.pbkc.com

Talbot Bank of Easton
Easton, MD
(410) 822-1400
www.talbot-bank.com

MASSACHUSETTS
Bank of Western Massachusetts
Springfield, MA
(413) 781-2265
www.bankwmass.com

Capital Crossing Bank
Boston, MA
(617) 880-1050
www.capitalcrossing.com

Enterprise Bank & Trust Company
Lowell, MA
(978) 459-9000
www.ebtc.com

Horizon Bank & Trust Company
Braintree, MA
(781) 794-9992
www.bankhorizon.com

Westbank
West Springfield, MA
(413) 747-1432
www.westbankonline.com

MICHIGAN
Century Bank & Trust
Coldwater, MI
(517) 278-1500
www.centurybt.com

First National Bank & Trust Co. of
Iron Mountain
Iron Mountain, MI
(906) 774-2200
www.fnbimk.com

First National Bank of America
East Lansing, MI
(517) 351-2665
www.fnba.com

Firstbank
Mount Pleasant, MI
(989) 773-2600
www.firstbank-mtp.com

Firstbank-Alma
Alma, MI
(989) 463-3131
www.firstbank-mtp.com

Firstbank-West Branch
West Branch, MI

(989) 345-7900
www.firstbank-mtp.com

Hillsdale County National Bank
Hillsdale, MI
(517) 439-4300
www.countynationalbank.com

Michigan Heritage Bank
Farmington, MI
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(248) 538-2545
www.miheritage.com

Peninsula Bank of Ishpeming
Ishpeming, MI
(906) 485-6333
www.penbank.com

Peoples State Bank of Munising
Munising, MI
(906) 387-2006
www.bankatpsb.com

State Bank of Caledonia
Caledonia, MI
(616) 891-8113
www.sbcal.org

MINNESOTA
Boundary Waters Community Bank
Ely, MN
(218) 365-6181
www.bwcb.com

First Independent Bank
Russell, MN
(507) 532-2426

First National Bank
Bagley, MN
(218) 694-6233
www.fnbbagley.com

First State Bank Alexandria-Carlos
Alexandria, MN
(320) 763-7700
www.fsbalex.com

First State Bank of Le Center
Le Center, MN
(507) 357-2225

Heritage Bank
Willmar, MN

(320) 235-5722
www.heritagebankna.com

Kasson State Bank
Kasson, MN
(507) 634-7022
www.kassonstatebank.com

Northland Community Bank
Northome, MN
(218) 897-5285

Peoples National Bank of Mora
Mora, MN
(320) 679-3100
www.pnbmora.com

Pine River State Bank
Pine River, MN
(218) 587-4463
www.pineriverstatebank.com/
pineriveroffice.html

Washington County Bank
Oakdale, MN
(651) 702-3976
www.wcbank.net

MISSISSIPPI
Bank of Holly Springs
Holly Springs, MS
(662) 252-2511
www.bankofhollysprings.com

Bank of New Albany
New Albany, MS
(662) 534-9511
www.bankofnewalbany.com

Farmers & Merchants Bank
Baldwyn, MS
(662) 365-1200
www.fmbms.com
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First National Bank of Pontotoc
Pontotoc, MS
(662) 489-1631

First State Bank
Holly Springs, MS
(662) 252-4211

Mechanics Bank
Water Valley, MS
(662) 473-2261
www.mechanicsbankms.com

Merchants & Marine Bank
Pascagoula, MS
(228) 934-1323
www.mandmbank.com

Omnibank
Mantee, MS
(662) 456-5341

Pike County National Bank
McComb, MS
(601) 684-7575

MISSOURI
Callaway Bank
Fulton, MO
(573) 642-3322
www.callawaybank.com

Century Bank of the Ozarks
Gainesville, MO
(417) 679-3321
www.cbozarks.com

Community State Bank
Bowling Green, MO
(573) 324-2233
www.c-s-b.com

First Missouri State Bank
Poplar Bluff, MO

(573) 785-6800
www.firstmissouristatebank.net

First National Bank
Mountain View, MO
(417) 934-2033
www.fnb-fnb.com

Kearney Trust Company
Kearney, MO
(816) 628-6666
www.kearneytrust.com

Mid-Missouri Bank
Springfield, MO
(417) 877-9191
www.mid-missouribank.com

O’Bannon Bank
Buffalo, MO
(417) 345-6207
www.obannonbank.com

Palmyra State Bank
Palmyra, MO
(573) 769-2001
www.palmyrastatebank.net

Peoples Bank
Cuba, MO
(573) 885-2511
www.peoplesbk.com

Perry State Bank
Perry, MO
(573) 565-2221
www.perrystatebk.com

Security Bank of Southwest Missouri
Cassville, MO
(417) 847-4794

Southwest Missouri Bank
Carthage, MO
(417) 358-9331
www.smbonline.com
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Town & Country Bank
Salem, MO
(573) 729-6157
www.tcbanks.com

MONTANA
Citizens State Bank
Hamilton, MT
(406) 363-3551
www.citizensstbank.com

First Citizens Bank of Butte
Butte, MT
(406) 494-4400

First Community Bank
Glasgow, MT
(406) 228-8231
www.fcbank.net

First State Bank
Thompson Falls, MT
(406) 827-3565
www.fsbtf.com

Flint Creek Valley Bank
Philipsburg, MT
(406) 859-3241

Independence Bank
Havre, MT
(800) 823-2274
www.ibyourbank.com

Lake County Bank
Saint Ignatius, MT
(406) 745-3123

Montana First National Bank
Kalispell, MT
(406) 755-9999
www.fnbmontana.com

Valley Bank of Kalispell
Kalispell, MT

(406) 752-7123
www.valleybankmt.com

NEBRASKA
Beatrice National Bank & Trust Co.
Beatrice, NE
(402) 223-3114
www.snb-beatrice.com

Centennial Bank
Omaha, NE
(402) 891-0003

City State Bank
Sutton, NE
(402) 773-5521

Commercial State Bank
Wausa, NE
(402) 586-2266
www.wausabank.com

Community Bank
Alma, NE
(308) 928-2929

Dakota County State Bank
South Sioux City, NE
(402) 494-4215
www.dcsb.com

Farmers & Merchants Bank
Milford, NE
(402) 761-7600
www.bankfmb.com

Farmers & Merchants State Bank
Wayne, NE
(402) 375-2043
www.fandmstatebank.com

Farmers State Bank
Bennet, NE
(402) 782-3500
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First National Bank in Ord
Ord, NE
(308) 728-3201

Gothenburg State Bank & Trust Co.
Gothenburg, NE
(308) 537-7181

Heritage Bank
Wood River, NE
(308) 583-2262
www.bankonheritage.com

Midwest Bank
Pierce, NE
(402) 329-6221
www.midwestbanks.com

Saline State Bank
Wilber, NE
(402) 821-2241
www.salinestatebank.com

NEVADA
BankWest of Nevada
Las Vegas, NV
(702) 248-4200
www.bankwestofnevada.com

First National Bank
Ely, NV
(775) 289-4441

Heritage Bank of Nevada
Reno, NV
(775) 348-1000
www.heritagebanknevada.com

NEW HAMPSHIRE
Village Bank & Trust Company
Gilford, NH
(603) 528-3000
www.villagebanknh.com

NEW JERSEY
1st Constitution Bank
Cranbury, NJ
(609) 655-4500
www.1stconstitution.com

Commerce Bank Shore
Forked River, NJ
(609) 693-1111
www.commerceonline.com

Interchange Bank
Saddle Brook, NJ
(201) 703-2265
www.interchangebank.com

Lakeland Bank
Newfoundland, NJ
(973) 697-2040
www.msnb.com

Panasia Bank
Fort Lee, NJ
(201) 947-6666
www.panasiabank.com

Skylands Community Bank
Hackettstown, NJ
(908) 850-9010
www.skylandscombank.com

Woodstown National Bank
Woodstown, NJ
(856) 769-3300
www.woodstownbank.com

NEW MEXICO
Ambank
Silver City, NM
(505) 534-0550

Bank of the Rio Grande National
Las Cruces, NM
(505) 525-8900
www.bank-riogrande.com
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Citizens Bank of Clovis
Clovis, NM
(505) 769-1911
www.citizensbankofclovis.com

First National Bank of Las Vegas
Las Vegas, NM
(505) 425-7584

Valley Bank of Commerce
Roswell, NM
(505) 623-2265

NEW YORK
Adirondack Bank
Saranac Lake, NY
(518) 891-2323
www.adirondackbank.com

Bank of Castile
Castile, NY
(585) 493-2576
www.bankofcastile.com

Bath National Bank
Bath, NY
(607) 776-3381
www.bathnational.com

Capital Bank & Trust Co.
Albany, NY
(518) 434-1212
www.capitalbank.com

Cattaraugus County Bank
Little Valley, NY
(716) 938-9128
www.ccblv.com

Citibank
New York, NY
(800) 836-1324
www.citibank.com

Community Bank National
Canton, NY
(315) 386-8319
www.communitybankna.com

Ellenville National Bank
Ellenville, NY
(845) 647-4300
www.enbebank.com

First National Bank of Groton
Groton, NY
(607) 898-5871

National Bank of Coxsackie
Coxsackie, NY
(518) 731-6161
www.nbcoxsackie.com

National Bank of Geneva
Geneva, NY
(315) 789-2300
www.nbgeneva.com

Solvay Bank
Solvay, NY
(315) 468-1661
www.solvaybank.com

Suffolk County National Bank
Riverhead, NY
(631) 727-4712
www.scnb.com

Wyoming County Bank (formerly
Pavilion State Bank) 
Pavilion, NY
(585) 584-3151
www.wycobank.com

NORTH CAROLINA
American Community Bank
Monroe, NC
(704) 225-8444
www.americancommunitybank.com
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Catawba Valley Bank
Hickory, NC
(828) 431-2300
www.catawbavalleybank.com

Four Oaks Bank & Trust Company
Four Oaks, NC
(919) 963-2177
www.fouroaksbank.com

Lumbee Guaranty Bank
Pembroke, NC
(910) 521-9707

Northwestern National Bank
Wilkesboro, NC
(336) 903-0600

Surrey Bank & Trust
Mount Airy, NC
(336) 719-2310

Yadkin Valley Bank & Trust Company
Elkin, NC
(336) 526-6301
www.yadkinvalleybank.com

NORTH DAKOTA
American State Bank and Trust Co.
Williston, ND
(701) 774-4104
www.asbt.com

Community National Bank of Grand
Forks
Grand Forks, ND
(701) 780-7700
www.cnbgf.com

Dacotah Bank Valley City
Valley City, ND
(701) 845-2712
www.dacotahbank.com

First United Bank
Park River, ND
(701) 284-7810
www.firstunitedonline.com

Security State Bank
Dunseith, ND
(701) 244-5795
www.securitystatebanknd.com

State Bank of Bottineau
Bottineau, ND
(701) 228-2204
www.statebankofbottineau.com

Stutsman County State Bank
Jamestown, ND
(701) 253-5600
www.stutsmanbank.com

U.S. Bank
Fargo, ND
(701) 280-3500
www.usbank.com

United Community Bank of North
Dakota
Leeds, ND
(701) 466-2232
www.ucbnd.com

United Valley Bank
Cavalier, ND
(701) 780-9757
www.uvbnd.com

OHIO
1st National Community Bank
East Liverpool, OH
(330) 385-9200
www.1stncb.com

Citizens Bank Co.
Beverly, OH
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(740) 984-2381
www.thecitizens.com

Farmers & Merchants Bank
Caldwell, OH
(740) 732-5621
www.farmersmerchants-bank.com

First National Bank
Shelby, OH
(419) 342-4010
www.shelbyfnb.com

Hicksville Bank
Hicksville, OH
(419) 542-7726
www.thehicksvillebank.com

North Valley Bank
Zanesville, OH
(740) 450-2265
www.nvboh.com

Ohio Heritage Bank
Coshocton, OH
(740) 622-8311
www.ohioheritage.com

Richwood Banking Co.
Richwood, OH
(740) 943-2317
www.richwoodbank.com

Savings Bank
Circleville, OH
(740) 474-3191

Sutton Bank
Attica, OH
(419) 426-3641
www.suttonbank.com

Union Bank Co.
Columbus Grove, OH
(419) 659-2141
www.theubank.com

Vinton County National Bank
McArthur, OH
(740) 596-2525
www.vintoncountybank.com

Wayne County National Bank
Wooster, OH
(330) 264-1222
www.wcnbwooster.com

Bank of Cherokee County
Hulbert, OK
(918) 772-2572

OKLAHOMA
Bank of Union
Union City, OK
(405) 483-5308

Chickasha Bank & Trust Company
Chickasha, OK
(405) 222-0550
www.chickashabank.com

Community State Bank
Poteau, OK
(918) 647-8101

First American Bank
Purcell, OK
(800) 522-1262
www.bankfab.com

First National Bank & Trust Co.
Weatherford, OK
(580) 772-5574
www.fnbwford.com

First National Bank & Trust Company
Chickasha, OK
(405) 224-2200
www.fnbchickasha.com

Firstbank
Antlers, OK
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(580) 298-3368
www.firstbank-ok.com

Landmark Bank
Ada, OK
(580) 436-1117
www.landmarkbanks.com

Pauls Valley National Bank
Pauls Valley, OK
(405) 238-9321
www.pvnational.com

People’s National Bank of Checotah
Checotah, OK
(918) 473-2296

Security First National Bank of Hugo
Hugo, OK
(580) 326-9641

OREGON
Columbia River Bank
The Dalles, OR
(877) 272-3678
www.columbiariverbank.com

Community Bank
Joseph, OR
(800) 472-4292
www.communitybanknet.com

Umpqua Bank
Roseburg, OR
www.umpquabank.com

PENNSYLVANIA
Community Bank & Trust Company
Clarks Summit, PA
(570) 586-6876
www.combk.com

Community Banks
Millersburg, PA

(717) 692-4781
www.communitybanks.com

County National Bank
Clearfield, PA
(800) 492-3221
www.bankcnb.com

CSB Bank
Curwensville, PA
(800) 494-3453
www.csb-bank.com

First National Community Bank
Dunmore, PA
(570) 348-4817
www.fncb.com

Hamlin Bank & Trust Company
Smethport, PA
(814) 887-5555

Honesdale National Bank
Honesdale, PA
(570) 253-3355
www.hnbbank.com

Jersey Shore State Bank
Jersey Shore, PA
(570) 398-2213
www.jssb.com

Mercer County State Bank
Sandy Lake, PA
(724) 376-7015
www.mcsbank.com

New Tripoli National Bank
New Tripoli, PA
(610) 298-8811
www.ntnb.net

Old Forge Bank
Old Forge, PA
(570) 457-8345
www.oldforgebankpa.com
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S & T Bank (formerly PFC Bank) 
Ford City, PA
(724) 763-1221
ww.stbank.com

Union National Bank
Mount Carmel, PA
(570) 339-1040
www.unbmountcarmel.com

RHODE ISLAND
Washington Trust Co.
Westerly, RI
(401) 351-6240
www.washtrust.com

SOUTH CAROLINA
Anderson Bros. Bank
Mullins, SC
(843) 464-6271

Bank of York
York, SC
(803) 684-2265
www.bankofyork.com

Community First Bank
Walhalla, SC
(864) 638-2105

Conway National Bank
Conway, SC
(843) 248-5721
www.conwaynationalbank.com

Enterprise Bank of South Carolina
Ehrhardt, SC
(803) 267-4351
www.ebanksc.com

Horry County State Bank
Loris, SC
(843) 756-6333
www.horrycountystatebank.com

Palmetto State Bank
Hampton, SC
(803) 943-2671
www.palmettostatebank.com

SOUTH DAKOTA
Farmers & Merchants State Bank
Iroquois, SD
(605) 546-2544

First Fidelity Bank
Burke, SD
(605) 775-2641
www.ffb-sd.com

First State Bank of Roscoe
Roscoe, SD
(605) 287-4451

First State Bank of Warner
Warner, SD
(605) 225-9605

Fulton State Bank
Fulton, SD
(605) 996-5731

Great Plains Bank
Eureka, SD
(605) 284-2633

Merchants State Bank
Freeman, SD
(605) 925-4222
www.msb-sd.com

Peoples State Bank
De Smet, SD
(605) 854-3321

Peoples State Bank
Summit, SD
(605) 398-6111
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TENNESSEE
American City Bank
Tullahoma, TN
(931) 455-0026
www.americancitybank.com

Bank of Crockett
Bells, TN
(731) 663-2031
www.bankofcrockett.com

Citizens Bank
Carthage, TN
(615) 256-2912
www.citizens-bank.net

Citizens Bank of East Tennessee
Rogersville, TN
(423) 272-2200

Citizens Community Bank
Winchester, TN
(931) 967-3342
www.ccbank.net

Commercial Bank & Trust Co.
Paris, TN
(731) 642-3341
www.cbtcnet.com

First Bank of Tennessee
Spring City, TN
(423) 365-8400
www.firstbanktn.com

First National Bank
Pikeville, TN
(423) 447-2931

First National Bank of Manchester
Manchester, TN
(931) 728-3518
www.fnbmanchester.com

First Trust & Savings Bank
Oneida, TN

(423) 569-6313
www.ftsbonline.com

Macon Bank & Trust Co.
Lafayette, TN
(615) 666-2121
www.maconbankandtrust.com

Peoples Bank
Clifton, TN
(931) 676-3311
www.pbbanking.com

Peoples Bank & Trust Co. of Pickett
County
Byrdstown, TN
(931) 864-3168
www.peoplesbankbyrdstown.com

Traders National Bank
Tullahoma, TN
(931) 455-3426
www.tradersbank.com

TEXAS
City National Bank
Sulphur Springs, TX
(903) 885-7523
www.bank@cnb.com

First National Bank
Hughes Springs, TX
(903) 639-2521

First National Bank
Newton, TX
(409) 379-8587

First National Bank
Borger, TX
(806) 273-2865
www.fnbborger.com

First National Bank
George West, TX
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(361) 449-1571
www.fnbgw.com

First National Bank of Albany 
Breckenridge
Albany, TX
(915) 762-2221

Peoples National Bank
Paris, TX
(903) 785-1099
www.pnbparis.com

Peoples State Bank
Clyde, TX
(325) 893-4211

Round Top State Bank
Round Top, TX
(979) 249-3151
www.roundtopstatebank.com

Security Bank
Ralls, TX
(806) 253-2511
www.security-bank.com

UTAH
Bonneville Bank
Provo, UT
(801) 374-9500
www.bonnevillebank.com

Transportation Alliance Bank
Ogden, UT
(801) 624-4800
www.tabbank.com

Village Bank
St. George, UT
(435) 674-5200
www.thevillagebank.com

Volvo Commercial Credit Corp. Utah
Salt Lake City, UT

(801) 266-8522
www.acceltrans.com

Wright Express Financial Services
Corp.
Salt Lake City, UT
(801) 270-8166
www.wrightexpress.com

VERMONT
Peoples Trust Company of St. Albans
St. Albans, VT
(802) 524-3773

VIRGINIA
Bank of Charlotte County
Phenix, VA
(434) 542-5111
www.bankofcharlotte.com

Bank of Hampton Roads
Chesapeake, VA
(757) 488-8700
www.bankofhamptonroads.com

Bank of Marion
Marion, VA
(276) 783-3116
www.bankofmarionva.com

Bank of Northumberland
Heathsville, VA
(804) 529-6158
www.bankofnorthumberland.net

Benchmark Community Bank
Kenbridge, VA
(434) 676-8444
www.bcbonline.com

Farmers & Miners Bank
Pennington Gap, VA
(276) 546-4692
www.farmersandminersbank.com
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Grayson National Bank
Independence, VA
(276) 773-2811

Highlands Union Bank
Abingdon, VA
(276) 628-9181
www.hubank.com

New Peoples Bank
Honaker, VA
(276) 873-6288
www.newpeoplesbank.com

Peoples Community Bank
Montross, VA
(804) 493-8031

Powell Valley National Bank
Jonesville, VA
(276) 346-1414
www.powellvalleybank.com

WASHINGTON
Americanwest Bank
Spokane, WA
(509) 467-9084
www.awbank.net

Bank of the Pacific
Aberdeen, WA
(888) 366-3267
www.thebankofpacific.com

Community First Bank
Kennewick, WA
(509) 783-3435
www.community1st.com

First Heritage Bank
Snohomish, WA
(360) 568-0536
www.firstheritage.net

Islanders Bank
Friday Harbor, WA
(360) 378-2265
www.islanders-bank.com

Mount Rainier National Bank
Enumclaw, WA
(360) 825-0100
www.mrnbank.com

Riverview Community Bank 
(formerly Today’s Bank) 
Vancouver, WA
(360) 258-6329
www.riverviewbank.com

Security State Bank
Centralia, WA
(360) 736-2861
www.ssbwa.com

Whidbey Island Bank
Oak Harbor, WA
(360) 675-5968
www.wibank.com

WEST VIRGINIA
Bank of Gassaway
Gassaway, WV
(304) 364-5138

Bank of Romney
Romney, WV
(304) 822-3541
www.bankofromney.net

Calhoun City Bank
Grantsville, WV
(304) 354-6116
www.calhounbanks.com

Community Bank of Parkersburg
Parkersburg, WV
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(304) 485-7991
www.communitybankpkbg.com

Pendleton County Bank
Franklin, WV
(304) 358-2311
www.yourbank.com

Poca Valley Bank
Walton, WV
(304) 577-6611
www.pocavalleybank.com

Traders Bank
Spencer, WV
(304) 927-3340
www.tradersbanking.com

WISCONSIN
Chippewa Valley Bank
Winter, WI
(715) 266-3501
www.chippewavalleybank.com

Community Bank
Superior, WI
(715) 392-8241
www.communitybanksuperior.com

Community Bank of Central 
Wisconsin
Colby, WI
(715) 223-3998
www.commbnk.com

Community Bank of Oconto County
Oconto Falls, WI
(920) 846-2810
www.communitybankoc.com

First National Bank Manitowoc
Manitowoc, WI
(920) 684-6611
www.bankfirstnational.com

Fortress Bank of Westby
Westby, WI
(608) 634-3787
www.fortressbanks.com

Laona State Bank
Laona, WI
(715) 674-2911

Northern State Bank
Ashland, WI
(715) 682-2772
www.nsbashland.com

Premier Community Bank
Marion, WI
(715) 754-2535
www.premiercommunity.com

Reedsburg Bank
Reedsburg, WI
(608) 524-8251
www.reedsburgbank.com

Royal Bank
Elroy, WI
(608) 462-8163
www.royalbank-usa.com

Shell Lake State Bank
Shell Lake, WI
(715) 468-7858
www.shelllakestatebank.com

WYOMING
Bank of Commerce
Rawlins, WY
(307) 324-2265
www.bocrawlins.com

Bank of Star Valley
Afton, WY
(307) 885-0000
www.bosv.com
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Cowboy State Bank
Ranchester, WY
(307) 655-2291

First National Bank & Trust Co.
Powell, WY
(307) 754-2201
www.powellbank.com

First National Bank of Buffalo
Buffalo, WY
(307) 684-2555
www.fnb-buffalo.com

First State Bank of Wheatland
Wheatland, WY
(307) 322-5222
www.fsbwy.com

Hilltop National Bank
Casper, WY
(307) 265-2740
www.hnbwyo.com
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ACE-Net, 20
Acid test ratio, 131
Acquisitions, 12
Acronyms, 121
Advertising. See Marketing
Angel investors, 19-21, 71
Appendices, 141-144
Assessing Your Company’s Potential 
questionnaire, 50-51
Assets, 122-124
Average collection period, 131

B
Bacon’s Media Information 
Directories, 109
Balance sheets, 122-124, 136-138
Balloon payments, 14-17
Bankers, 14-17, 71
Banks, 14-17, 273-296. See also Capital
Barriers to entry, 98
Books, business plan, 155-156
Branding strategy, 102
Break-Even Analysis Work Sheet, 129
Break-even point, 128-130
Bridge financing, 14
Business concept, 2
Business plan competitions, 160
Business plans

design of, 145-149
elements of, 1-2

common, 52-54
cover letters, 147-149
cover sheets, 147
graphic, 141-143, 146

importance of, 4-7
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217-230
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service firm seeking working 
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types of, 55-61
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Business strategies, 69-71
branding, 102
follow-up plan, 108-109
placement, 103, 105-106

C
Capacity, 17
Capital, 17. See also Banks

corporate bonds, 18
investors, 19-21, 71
loans, 14-17
seed money, 13
start-up, 13-14
venture, 9-14
working, 43

Cash conversion cycle, 42, 44
Cash flow, 16-17

forecasts, 137, 139-140
statements, 124-127

net change in cash, 126
sources of funds, 125-126
uses of funds, 126

C corporations, 67
Certifications, 88-89
Chambers of commerce, 158-159
Character, 17
Collateral, 16-17
Company descriptions, 66
Competition, 98-99
Competitive advantage, 2, 99-100
Consultants, 159-160
Co-op promotions, 106-108
Corporate bonds, 18
Cost of goods sold, 121
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Costs, 121
Cover letters, 147-149
Cover sheets, 147
101 Creative Problem Solving 
Techniques, 46
Credit

four C’s of, 17
reports, 143
trade, 18, 45

Current ratio, 130-131
Customer contracts, 144
Customers, 27-29, 86-87, 92, 95

D
Debt, 14-17
Debt-to-equity ratio, 132
Depreciation, 121
Directory of Venture Capital, 34
Distinctive competence, 99-100
Distribution, 103, 105-106
Dividends, 120
Due diligence, 12

E
Earnings before interest and taxes  
(EBIT), 120
Earnings statements. See Income 
statements
EBIT, 120
EBRI, 27
Economic value added (EVA), 133
EDI, 117
Electronic Data Interchange (EDI), 117
Employee Benefit Research Institute 
(EBRI), 27
Employees, 27, 116

hiring projections, 76-78
key, 78-79
leveraging, 45-46
resumes of, 141-142
retaining, 78-79

Equity, 123
EVA, 133
Executive summary, 52, 63-72

F
Facilities, 113-115, 143
Facilities Work Sheet, 114
Factoring, 18
Financial forecasting, 134-140. See also

Financial statements
balance sheets, 136-138
cash flow forecast, 137, 139-140
income statements, 134-136

Financial ratios, 128-134
average collection period, 131
break-even point, 128-130
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debt-to-equity ratio, 132
inventory turnover, 132
profit on sales (POS), 132-133
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receivables cycle, 131
return on equity (ROE), 133
return on investment (ROI), 133-134

Financial section, 53-54, 119-140
balance sheet, 122-124
cash flow statements, 124-127
income statements, 119-122

Financial statements, 119-140. See also
Financial forecasting

balance sheet, 122-124
cash flow statements, 124-127
income statements, 119-122

Financiers. See Investors
Financing, 39, 42-43, 162-163

bridge, 14
corporate bonds, 18
debt, 14-17 (See also Banks)
in executive summary, 71
first-stage, 14
investors, 19-21, 71
later-round, 14
mezzanine, 14
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seed money, 13
Small Business Administration (SBA), 

17
sources, 125-126
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Financing Characteristics Comparison, 
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First-stage financing, 14
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Glossary, 255-257
Goals, 38-39
Goals and Objectives Work Sheet, 40-

41
Goodwill, 123-124
Government agencies, 259-260
Gross sales, 120
Guerrilla Marketing, 143

I
Income statements, 119-122, 134-136
Industry analysis section, 91-100
Industry Analysis Work Sheet, 93-94
Initial public offerings (IPOs), 11-12
In Praise of Excellence, 108
Intangibles, 123-124
Interest, 120-121
Internet, 161-163
Inventory turnover, 132
Investors, 19-21, 71
IPOs, 11-12

K
Kaizen, 112

L
Later-round fianancing, 14
Leases, 144
Legal liability, 87-88
Legal structure, 66-67
Leverage, 132
Liabilities, 123-124
Licenses, 88-89
Lifestyle, 48, 52
Limited liability coprorations (LLCs), 67
Line organization, 75-76
Liquidity, 130
LLCs, 67
Loans, 14-17. See also Banks; Capital

covenants, 15
guarantees, 17

Location, 105-106, 113-117
Logistics, 54

M
Management ability, 16
Management section, 52, 73-76
Marketing, 101-109. See also Markets

advertising, 106

advertising samples, 142
branding, 102
distribution, 105-106
follow-up plan, 108-109
information sources, 106
market research, 92, 95-96, 161-162
niche, 70-71
placement strategy, 103, 105-106
pricing, 103-104
promotions, 106-108
test, 96-97
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Mezzanine financing, 14
Milestones, 67-68
Minding Her Own Business, 45
Mission statements, 68-69
Multimedia presentations, 146

N
National Association of Certified 
Valuation Analysts, 12
National Business Incubator 
Association, 158
Net change in cash, 126

O
Objectives, 38-39
Operations, 111-117
Operations section, 53, 111-117
Outsourcing, 79
Ownership structure, 72

P
Partners, 26-27
Partnerships, 67
Personal financial statements, 126, 128
P & L. See Income statements
Placement strategy, 103, 105-106
POS, 132-133
Presentations, multimedia, 146
Press clippings, 142-143
Price Wars, 103
Pricing, 70, 103-104
Product differentiation, 70



Products, 101-103
photos in business plan, 141-142
samples in business plan, 141

Product section, 52-53, 81-89
Profit and loss statement. See Income 
statements
Profit on sales, 132-133
Promotional Budget Work Sheet, 107
Promotions, 106-108
Psychographics, 92
Publicity, 108
Public relations, 108

Q
Questionnaires, 104
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50-51

setting up price objectives, 50-51
Quick ratio, 131

R
Rate of return, 11
Receipts, 120
Receivables cycle, 131
Referrals, 150
Rejection, 149-151
Resources, 153-160

books, 155-156
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government agencies, 259-260
Small Business Administration district 
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Small-business-friendly banks, 273-
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State commerce and economic 
development departments, 267-271
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trade groups, 158-159
Web sites, 156-158

Return on equity (ROE), 133
Return on investment (ROI), 133-134
Revenue, 120
Rich text format (RTF), 154
ROE, 133
RTF, 154

S
Sales, 120
Sales, general and administrative costs, 

121
Sales/receivables ratio, 131
Sample Balance Sheet, 124
Sample Cash Flow Forecast, 139-140
Sample Cash Flow Statement, 127
Sample Cover Letter, 148
Sample Income Statement, 122
Sample Projected Balance Sheet, 138
Sample Projected Income Statement, 

135
SBA, 17, 260-264
SCORE, 158
S corporations, 67
Second-stage financing, 14
Seed money, 13
Selecting the Legal Structure for Your 

Firm, 67
Service Corps of Retired Executives 
(SCORE), 158
Setting Price Objectives questionnaire, 

104
Site plans, 143
Small Business Administration, 17, 260-

264
Software, 153-155
Sole proprietorships, 67
Sources of funds, 125-126
Specialized Pollution Control Program, 

17
Staff organization, 76
Start-up capital, 13-14
Start-Up Directory,  The, 42
Start Your Own Business, 42
State commerce and economic 
development departments, 267-271
Statement of changes in financial 
position. See Cash flow, statements
Strategic Hiring Work Sheet, 77
Strategies, business, 69-71

branding, 102
follow-up plan, 108-109
placement, 103, 105-106

Subordinated debt, 14
Suppliers, 27-28
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Taxes, 122
Trade associations, 158-159
Trade credit, 45
Trade groups, 158-159
Trends, 96-97
Turnaround, 15

U
Unique selling proposition, 83
Unique Selling Proposition Work 
Sheet, 84
Uses of funds, 17, 126

V
Venture capitalists, 9-14, 71
Vision statements, 69

W
Web sites, 156-158
Working capital, 43
Work sheets

break-even analysis, 129
facilities, 114
goals and objectives, 40-41
industry analysis, 93-94
promotional budget, 107
strategic hiring, 77
unique selling proposition, 84






