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the business plan: creating and starting the venture
	Learning Objectives


1

To define what the business plan is, who prepares it, 
who reads it, and how it is evaluated.
2
To understand the scope and value of the business plan to investors, 
lenders, employees, suppliers, and customers.
3

To identify information needs and sources for each critical section of the business plan.
4

To enhance awareness of the ability of the Internet 
as an information resource and marketing tool.
5

To present examples and a step-by-step explanation of the business plan.
6
To present helpful questions for the entrepreneur at each stage of the planning process.
7

To understand how to monitor the business plan
	CHAPTER OUTlINE AND TEACHING NOTES

	OPENING PROFILE—Belinda Guadarrama

I.
PLANNING AS PART OF THE BUSINESS OPERATION



A.
Planning is a process that never ends.




1.
In the early stages, the entrepreneur should prepare a preliminary business plan.




2.
The plan will be finalized as the enterprise develops.



B.
Many different types of plans may be part of any business operation—financial, marketing, human resource, production, and sales plans.




1.
Plans may be short term or long term, or they may be strategic or operational.




2.
All of these plans have one purpose: to provide guidance and structure to management in a rapidly changing market environment.
	PowerPoint Slide 7-1

“Entrepreneurship Title” (See PowerPoint slide show beginning on page 182 of this manual.)
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“Chapter Title” (See PowerPoint slide show beginning on page 182 of this manual.)
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II.
WHAT IS THE BUSINESS PLAN?



A.
A business plan is a written document prepared by the entrepreneur that describes all the relevant external and internal elements involved in starting a new venture.




1.
It addresses both short- and long-term decision making for the first three years of operation.



2.
The business plan is like a road map for the business’ development.



B.
In developing the business plan the entrepreneur can determine how much money will be needed from new and existing sources.
	Learning Objective 1.
To define what the business plan is, who prepares it, and who reads it, and how it is evaluated.
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Business plan.

Written document describing all relevant internal and external elements and strategies for starting a new venture.

Text Figure 7.1 

“Skills Assessment” (Text figure on page 188.)

	
III.
WHO SHOULD WRITE THE PLAN?



A.
The business plan should be prepared by the entrepreneur; however, he or she may consult many sources.




1.
Lawyers, accountants, marketing consultants, and engineers are useful supplemental sources.




2.
Other resources are the Small Business Administration, Service Core of Retired Executives, Small Business Development Centers, universities, friends, and relatives.




3.
The Internet also provides outlines for business planning.




4.
Entrepreneurs can also hire or offer equity to another person to provide expertise in preparing the business plan.



B.
To help determine whether to hire a consultant, the entrepreneur needs to make an objective assessment of his or her own skills.


C. 
Through this self-assessment, the entrepreneur can identify what skills are needed and where to obtain them.
	PowerPoint Slide 7-3
“Planning the Business Operation” (See PowerPoint slide show beginning on page 182 of this manual.)
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IV.
SCOPE AND VALUE OF THE BUSINESS PLAN(WHO READS THE PLAN?



A.
The business plan must be comprehensive enough to address the concerns of employees, investors, bankers, venture capitalists, suppliers, customers, advisors, and consultants.


B.
Three perspectives need to be considered:




1.
The perspective of the entrepreneur—the entrepreneur understands the new venture better than anyone.




2.
The marketing perspective considers the venture through the eyes of the customer.




3.
The eye of the investor—the investor looks for sound financial projections.



C.
The depth and detail of the business plan depends on the size and scope of the proposed venture.



D.
The business plan is valuable to the entrepreneur and investors because:




1.
It helps determine the viability of the venture in a designated market.




2.
It gives guidance to the entrepreneur in organizing planning activities.




3.
It serves as an important tool in obtaining financing.



E.
Potential investors are very particular about what should be included in the plan.



F.
The process of developing a business plan also provides a self-assessment of the entrepreneur.




1.
This self-evaluation is similar to role-playing, requiring the entrepreneur to think through obstacles that might prevent the venture’s success.




2.
It also allows the entrepreneur to plan ways to avoid such obstacles.
	Learning Objective 2.
To understand the scope and value of the business plan to investors, lenders, employees, suppliers, and customers.

PowerPoint Slide 7-4 (Transparency Master 7-1)
“Business Plan Audiences” (See PowerPoint slide show beginning on page 182 of this manual. Also presented as a transparency master in Section 6 of this manual.)
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V.
HOW DO POTENTIAL LENDERS AND INVESTORS EVALUATE THE PLAN?



A.
Because the business plan should address the needs of all the potential evaluators, software packages and Internet samples should be used only to assist in preparation.



B.
As the entrepreneur becomes aware of who will read the plan, changes will be necessary.




1.
Suppliers may want to see a business plan before signing a contract to supply products or services.




2.
Customers may also want to review the plan before buying the product.




3.
The business plan should consider the needs of these constituencies.



C.
Potential suppliers of capital will vary in their needs and requirements in the business plan.




1.
Lenders are primarily interested in the ability of the new venture to pay back the debt including interest within a designated period of time.




2. 
Lenders focus on the four C’s of credit:





a.
The entrepreneur’s credit history, or character.




b.
Their ability to meet debt and interest payments (cash flow.)





c.
The collateral or tangible assets being secured.





d.
Equity contribution, or the amount of personal equity that has been invested by the entrepreneur.




3. 
It is also important for the entrepreneur to develop a strong personal relationship with the loan officer of the bank.




4.
Investors provide large sums of capital for ownership (equity) and expect to cash out within 5 to 7 years.





a.
They will often place more emphasis on the entrepreneur’s character than lenders.





b.
The venture capitalist will play an important role in management of the business and wants the entrepreneurs to be compliant and willing to accept this involvement.





c.
These investors will also demand high rates of return and will thus focus on the market and financial projections.



D.
If the entrepreneur does not consider the needs of these sources, the plan may be an internalized document without consideration of the feasibility of meeting market goals.



E.
Most external advisors and potential investors are bound by a professional code of ethics regarding disclosure.
	[image: image40.jpg]


ETHICS.

Protecting Your Business Idea. Although most individuals who read the business plan act in an ethical manner, there are also many examples of situations in which a family member, friend, or business associate has been accused of “stealing” an idea. (Box in text on page 191)


	
VI.
PRESENTING THE PLAN



A.
It is often necessary for an entrepreneur to orally present the business plan to investors.




1.
Typically the entrepreneur provides a short (20-30 minutes) presentation of the business plan.




2.
The entrepreneur must sell their business concept in a short time period.



B.
A venture capitalist or angel group may also ask the entrepreneur to present the plan to their partners before making a final decision.
	

	
VII.
INFORMATION NEEDS



A.
Before preparing a business plan, the entrepreneur should do a quick feasibility study to see if there are possible barriers to success.




1.
The entrepreneur should clearly define the venture’s goals, which also provide a framework for the business plan.




2. 
Goals that are too general or that are not feasible make the business plan difficult to control and implement.



3.
The business plan must reflect reasonable goals.



B.
Market Information.



1.
It is important to know the market potential for the product or service.





a.
The first step is to define the market.





b.
A well defined target market makes it easier to project market size and market goals.




2. 
In order to build a strong marketing plan, the entrepreneur will need to gather information on the industry and market.





a. 
This process can be visualized as an inverted pyramid, starting with very broad based data and information. 





b. 
This information can then be used in the industry analysis and marketing planning sections of the business plan.




3. 
The information gathering process.





a. 
General environmental trends should be evaluated, including household income trends, population shifts, and employment trends.





b. 
The next step is the assessment of trends in the national industry.





c. 
The next two stages consider trends in the local market.





d. 
General local economic trends should be considered.





e. 
The final step is an analysis of the local competitive environment.





f. 
After all of this analysis has been completed the entrepreneur is ready to clarify the product or service offering, actual market positioning, and market objectives.




4.
To assess the total market potential, the entrepreneur can use trade associations, government reports, and published studies.



C.
Operations Information Needs.



1.
The entrepreneur may need information on:





a.
Location.





b.
Manufacturing operations.





c.
Raw materials.





d.
Equipment.





e.
Labor skills.





f.
Space.





g.
Overhead.




2.
Each item may require some research but is needed by those who will assess the business plan.



D.
Financial Information Needs.



1.
Before preparing the financial plan section of the business plan, the entrepreneur should prepare a budget, including possible expenditures and revenue sources for the first year.




a. 
Revenues from sales must be forecast from market data.





b. 
The entrepreneur will need to identify benchmarks in the industry that can be used in preparing the formal pro-forma statements.



2. 
The entrepreneur can use secondary sources that provide percentage norms for such costs in projecting operating costs.




3. 
Sources for benchmarks include:





a. 
Publications such as Financial Studies for the Small Business.




b. 
10K reports for similar public competitors.





c. 
Trade associations and trade magazines.




4. 
Some investors require five-year projections.
	Learning Objective 3.
To identify information needs and sources for each critical section of the business plan.
PowerPoint Slide 7-5
“Plan Presentation” (See PowerPoint slide show beginning on page 182 of this manual.)
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Text Figure 7.2

“An Upside Down Pyramid Approach to Gathering Market Information” (Text figure on page 194.)
PowerPoint Slide 7-6 (Transparency Master 7-2)
“Gathering Market Information” (See PowerPoint slide show beginning on page 182 of this manual. Also presented as a transparency master in Section 6 of this manual.)
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As Seen in Entrepreneurship Magazine: Elevator Pitch for Disc Marketing, Inc.
A concise summary of one business opportunity: Disc Marketing, Inc., a marketing company using music and new media to produce CDs, E-CDs, and DVDs. (Box in text on page 194)



	VIII.
USING THE INTERNET AS A RESOURCE TOOL



A.
Thanks to technology, entrepreneurs are able to access information efficiently, expediently, and at very little cost.




1.
The Internet can serve as an important source of information in preparing the business plan.




2.
Information on industry analysis, competitor analysis, and measurement of market potential can be located.



B.
In addition, the Internet also provides opportunities for marketing strategy through its website.



1. 
Online sales increased 52% in 2002.




2. 
The online audience has increased and represents a much broader cross section of consumers.



C.
An entrepreneur can also access competitors’ web sites to gain knowledge of their strategy in the marketplace.



D.
The entrepreneur can also investigate newsgroups.




1. 
There are newsgroups of customers having the same interest in a topic.




2. 
The entrepreneur can use Usenet to identify the most appropriate newsgroups.




3. 
Members of the newsgroup can be asked specific questions about their needs, competitive products, and potential interest in the new venture’s products and services.



E.
All that is needed to use these sources is a small investment in hardware and software.
	Learning Objective 4. 
To enhance awareness of the ability of the Internet as an information resource and marketing tool.


	
IX.
WRITING THE BUSINESS PLAN



A.
The business plan should be comprehensive enough to give a potential investor a complete understanding of the venture and will help the entrepreneur clarify his or her thinking about the business.



1. 
The business plan can take hundreds of hours to prepare.




2. 
Many entrepreneurs incorrectly estimate the length of time writing a business plan takes.



B.
Introductory Page.



1.
The title page provides a brief summary of the business plan’s contents, and should include:





a.
The name and address of the company.





b.
The name of the entrepreneur(s), a telephone number, fax number, e-mail address, and website.




c.
A paragraph describing the company and the nature of the business.





d.
The amount of financing needed.





e.
A statement of the confidentiality of the report.




2.
It also sets out the basic concept that the entrepreneur is attempting to develop.



C.
Executive Summary.



1.
This section is prepared after the total plan is written.




2.
It should be two to three pages in length.




3.
The summary should concisely the key points in the business plan.




4.
Questions that should be addressed include:





a.
What is the business concept or model?




b.
How is this business concept or model unique?




c.
Who are the individuals starting this business?




d.
How will they make money and how much?



5. 
If strong growth is expected, the executive summary should also include an exit strategy such as an IPO.




6. 
Any supportive evidence that might strengthen the case should be included.




7. 
Remember that this section is only meant to highlight key factors and provide a strong motivation to the potential investor to read it in its entirety.



D.
Environmental and Industry Analysis.




1.
The entrepreneur should first conduct an environmental analysis to identify trends and changes occurring on a national and international level that may impact the new venture.



2.
Examples of environmental factors are:





a.
Economy.





b.
Culture.





c.
Technology.





d.
Legal concerns.





e.
All of the above external factors are generally uncontrollable.




3.
Next the entrepreneur should conduct an industry analysis that focuses on specific industry trends such as:




a.
Industry demand.





b.
Competition.




4.
The last part of this section should focus on the specific market.





a.
This would include such information as who the customer is and what the business environment is like.





b.
This information is significant to the preparation of the marketing plan section.


E.
Description of the Venture.




1.
The description of the venture should be detailed in this section.




2.
This should begin with the mission statement or company mission, which describes the nature of the business and what the entrepreneur hopes to accomplish with that business.



3.
Key elements should be described in detail, including the product or service, location, personnel, background of entrepreneur, and history of the venture.




4.
The emphasis placed on location is a function of the type of business.





a. 
In assessing the space the business will occupy, the entrepreneur should consider parking, access from the roadway, access to customers and suppliers, and zoning laws.





b. 
An enlarged local map is helpful.




5.
Maps that locate customers, competitors, and alternative locations can be helpful.




6.
If the building or site decision involves legal issues, the entrepreneur should hire a lawyer.



F.
Production Plan.



1.
If a new venture is a manufacturing operation, a production plan is necessary.




2.
This plan should describe the complete manufacturing process, including whether or not the process is to be subcontracted.




3.
If the manufacturing is carried out by the entrepreneur, the plan should describe the physical plant layout and machinery and equipment needed.




4. 
If the new venture does not include any manufacturing functions, this section would be eliminated.



G. 
Operations Plan.



1. 
All businesses—manufacturing or non-manufacturing—should include an operations plan as part of the business plan.




2. 
This section goes beyond the manufacturing process and describes the flow of goods and services from production to the customer.



3. 
This would be a convenient place to discuss the role of technology in the business transaction process.




4.
If the venture is not manufacturing, this section would be titled operational plan.



5.
The entrepreneur would need to describe the chronological steps in completing a business transaction.



H.
Marketing Plan.



1.
The marketing plan describes how the products will be distributed, priced, and promoted.




2.
Potential investors regard the marketing plan as critical to the venture’s success.



I.
Organizational Plan.



1.
The organizational plan section is the part of the business plan that describes the venture’s form of ownership.




2. 
If the venture is a partnership, the terms of the partnership should be included.




3.
If the venture is a corporation, this should include the number of shares authorized, share options, and names and addresses of the directors and officers.




4.
It is helpful to provide an organization chart indicating the lines of authority.




5.
This chart shows the investor who controls the organization and how members interact.



J.
It is important that the entrepreneur make an assessment of risk in the following manner:




1.
The entrepreneur should indicate the potential risks to the new venture.




2.
Next should be a discussion of what might happen if these risks become reality.




3.
Finally the entrepreneur should discuss the strategy to prevent, minimize, or respond to these risks.



K.
Financial Plan.



1.
The financial plan determines the investment needed for the new venture and indicates whether the business plan is economically feasible.




2. 
Three financial areas are discussed:





a.
The entrepreneur should summarize the forecasted sales and expenses for the first three years.





b.
Cash flow figures for three years are needed, with the first year’s projections provided monthly.





c.
The projected balance sheet shows the financial condition of the business at a specific time.



L.
Appendix.



1.
The appendix contains any backup material not included in the text of the document.




2.
Possible documents:





a.
Letters from customers, distributors, or subcontractors.





b.
Secondary or primary research data.





c.
Leases, contracts, and other agreements.




d.
Price lists from suppliers and competitors.
	Learning Objective 5.
To present examples and a step-by-step explanation of the business plan.
Text Figure 7.3 

“Outline of a Business Plan” (Text figure on page 198)

PowerPoint Slide 7-7 (Transparency Master 7-3)
“Plan Outline” (See PowerPoint slide show beginning on page 182 of this manual. Also presented as a transparency master in Section 6 of this manual.)
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Text Figure 7.4 

“Sample Introductory Page” (Text figure on page 199)
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Environmental analysis
Assessment of external uncontrollable variables that may impact the business plan.

PowerPoint Slide 7-8 (Transparency Master 7-4)
“Environmental/Industry Analysis” (See PowerPoint slide show beginning on page 182 of this manual.)
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TERM


Industry analysis.
Reviews industry trends and competitive strategies.
Text Figure 7.5 

“Critical Issues for Environmental and Industry Analysis” (Text figure on page 201.)
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Description of the venture.

Provides complete overview of product(s), services, and operations of new venture.

PowerPoint Slide 7-9
“Description of Venture” (See PowerPoint slide show beginning on page 182 of this manual.)
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Text Figure 7.6 

“Describing the Venture” (Text figure on page 201)
PowerPoint Slide 7-10 (Transparency Master 7-5)
“Developing Entrepreneurial Strategy” (See PowerPoint slide show beginning on page 182 of this manual. Also presented as a transparency master in Section 6 of this manual.)
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Production plan.
Details how product(s) will be manufactured.

Text Figure 7.7 

“Production Plan”
(Text figure on page 203.)
PowerPoint Slide 7-11
“Objectives” (See PowerPoint slide show beginning on page 182 of this manual.)
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Marketing plan.

Describes market conditions and strategy related to how products and services will be distributed, priced, and promoted.
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Organization plan.
Describes form of ownership and lines of authority and responsibility of members of new venture.

Text Figure 7.8 

“Organization Structure” (Text figure on page 205.)
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Assessment of risk.
Identifies potential hazards and alternative strategies to meet business plan goals and objectives.

[image: image20.wmf]KEY
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Financial plan.
Projections of key financial data that determine economic feasibility and necessary financial investment commitment.

PowerPoint Slide 7-12 (Transparency Master 7-6)
“Production Plan” (See PowerPoint slide show beginning on page 182 of this manual. Also presented as a transparency master in Section 6 of this manual.)
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PowerPoint Slide 7-13
“Operations Plan” (See PowerPoint slide show beginning on page 182 of this manual.)
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As Seen in Entrepreneurship Magazine: Virtual Reality—Hot or Not?
So far virtual reality is mainly the realm of large companies like automobile manufacturers, but the technology also has applications for entrepreneurs in other fields such as architecture or electronics design. (Box in text on page 203)

	
X.
USING AND IMPLEMENTING THE BUSINESS PLAN



A.
The business plan is designed to guide the entrepreneur through the first year of operations.




1.
It should contain control points to ascertain progress.




2. 
There is a tendency among entrepreneurs to avoid planning.



3.
Planning should be a part of any business operation.




4.
Without good planning the employees will not understand the company’s goals and how they are expected to perform their jobs.




5.
Bankers say that most businesses fail because of the entrepreneur’s inability to plan effectively.




6.
The entrepreneur can enhance efficient implementation of the plan by developing a schedule to measure programs and to institute contingency plans.



B.
Measuring Plan Progress.




1.
Plan projections will typically be made on a 12-month schedule, but the entrepreneur should check key areas more frequently.




2.
Inventory control. By controlling inventory, the firm can ensure maximum service to the customer.




3.
Production control. Compare the cost figures against day-to-day operating costs.




4.
Quality control depends on the type of production system used.




5.
Sales control. Information on units, dollars, and specific products sold should be collected.




6.
Disbursements. The new venture should control the amount of money paid out.



C.
Updating the Plan.




1.
Environmental factors—such as the economy, customers, or competitors—and internal factors—such as loss of key employees—can change the direction of the plan.




2.
It is important to be sensitive to changes in the company, industry, and market.
	Learning Objective 6.
To present helpful questions for the entrepreneur at each stage of the planning process.
Learning Objective 7.

To understand how to monitor the business plan.

Text Figure 7.9
“Sources of Information” (Text figure on page 207)

PowerPoint Slide 7-14 (Transparency Master 7-7)
“Implementation of Plan” (See PowerPoint slide show beginning on page 182 of this manual. Also presented as a transparency master in Section 6 of this manual.)
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XI.
WHY SOME BUSINESS PLANS FAIL



A.
A poorly prepared business plan can be blamed on:




1.
Goals set by the entrepreneur that are unreasonable.




2.
Goals that are not measurable.




3.
An entrepreneur who has not made a total commitment to the business.




4.
An entrepreneur who has no experience in the planned business.




5.
An entrepreneur who has no sense of potential threats to the business.




6.
No customer need was established for the proposed product.



B.
Setting goals requires the entrepreneur to be well informed about the type of business and the competitive environment.




1.
Goals should be specific.




2.
They should also be measurable and should be monitored over time.



C.
The entrepreneur who has not made a total commitment to the business will not be able to meet the venture’s demands of the venture.




1.
Investors will not be positive about a venture that does not have full-time commitment.




2.
Investors will typically expect the entrepreneur to make significant financial commitment to the business.



D.
Lack of experience will result in failure unless the entrepreneur can gain the needed knowledge or team up with someone.



E.
The entrepreneur should also document customer needs before preparing the plan.
	PowerPoint Slide 7-15 (Transparency Master 7-8)
“Reasons for Failure” (See PowerPoint slide show beginning on page 182 of this manual. Also presented as a transparency master in Section 6 of this manual.)
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XII.
IN REVIEW: SUMMARY.


See “Learning Objectives Revisited” below.
	


	learning objectives revisited


Learning Objective 1.
To define what the business plan is, who prepares it, who reads it, and how it is evaluated.

· A business plan is a written document prepared by the entrepreneur that describes all the relevant external and internal elements involved in starting a new venture.

· It should be prepared by the entrepreneur; however he or she may consult many sources.

· Three perspectives need to be considered:

· The perspective of the entrepreneur—the entrepreneur understands the new venture better than anyone.

· The marketing perspective considers the venture through the eyes of the customer.

· The eye of the investor—the investor looks for sound financial projections.

Learning Objective 2.
To understand the scope and value of the business plan to investors, lenders, employees, suppliers, and customers.

· Suppliers want to see a business plan before signing a contract to supply products or services.

· Customers want to review the plan before buying the product.

· Potential suppliers of capital will vary in their needs and requirements in the business plan.

· Business plan evaluation:

· Lenders are primarily interested in the ability of the new venture to pay back the debt plus interest focusing on the four C’s of credit.

· Investors often place more emphasis on the entrepreneur’s character than lenders.
Learning Objective 3.
To identify information needs and sources for each critical section of the business plan.

· Market information: The first step is to define the market.

· Operations information needs: The entrepreneur may need information on location, manufacturing operations, raw materials, equipment, labor skills, space, and overhead.

· Financial information needs:

· Before preparing the finance section, the entrepreneur should prepare a budget, including possible expenditures and revenue sources for the first year.
· Revenues from sales must be forecast from market data.

· The entrepreneur needs to identify benchmarks in the industry that can be used in preparing the pro-forma statements.

· Some investors require five-year projections.
Learning Objective 4.
To enhance awareness of the ability of the Internet as an information resource and marketing tool.

· The Internet can serve as an important source of information in preparing the business plan.

· Information on industry analysis, competitor analysis, and measurement of market potential can be located.

· Internet also provides opportunities for marketing strategy through its website.
· The entrepreneur can also access competitors’ websites to gain knowledge of their strategy in the marketplace.
· Information can also be gained by participating in newsgroups.

Learning Objective 5.
To present examples and a step-by-step explanation of the business plan.

· The introductory page provides a brief summary of the business plan’s contents.

· The executive summary should highlight the key points in the business plan.

· The environmental and industry analysis should include discussion of industry outlook, new project developments, and competitive analysis.
· The description of the new venture should be described in detail including the product, location, personnel, background of entrepreneur and history of the venture.

· If a new venture is a manufacturing operation, a production plan is necessary.

· The operations plan goes beyond the manufacturing process and describes the flow of goods and services from production to the customer.

· The marketing plan describes how the products will be distributed, priced, and promoted.

· The organizational plan section describes the venture’s form of ownership.

· An assessment of risk is important to recognize the potential risks and prepare a strategy to deal with them.

· The financial plan determines the investment needed for the new venture and indicates whether the business plan is economically feasible.

· The appendix contains any backup material not included in the text of the document.
Learning Objective 6.
To present helpful questions for the entrepreneur at each stage of the planning process.

· Critical issues for environmental and industry analysis are included in Figure 7-5.

· Questions to consider in describing the venture are included in Figure 7-6.

· Issues to consider for the production plan are listed in Figure 7-7.

· Questions regarding the organization structure are given in Figure 7-8.

Learning Objective 7.
To understand how to monitor the business plan.

· The entrepreneur should develop a schedule to measure programs and to institute contingency plans.

· Plan projections are typically made on a 12-month schedule.

· Key areas should be checked more frequently.
· Inventory control.

· Production control.

· Quality control.

· Sales control.

· Disbursements.

· It is important to be sensitive to changes in the company, industry, and market.

	key terms


Assessment of risk. Identifies potential hazards and alternative strategies to meet business plan goals and objectives.

Business plan. Written document describing all relevant internal and external elements and strategies for starting a new venture.
Description of venture. Provides complete overview of product(s), services, and operations of new venture.

Environmental analysis. Assessment of external uncontrollable variables that may impact the business plan.

Financial plan. Projections of key financial data that determine economic feasibility and necessary financial investment commitment.

Industry analysis. Reviews industry tends and competitive strategies.

Internet. Computer on-line service providing important sources of information for starting a new venture.
Marketing plan. Describes market conditions and strategy related to how products and services will be distributed, priced, and promoted.

Organization plan. Describes form of ownership and lines of authority and responsibility of members of new venture.

Production plan. Details how product(s) will be manufactured.

	research tasks and class discussions



The text includes several topics for student research and class discussions. These questions are open-ended, and the answers will be different for each student. There are no “correct” answers.

Research tasks:

1. Approximately how many books have been written on “how to write a business plan”? How many software packages are there that aim to help entrepreneurs to write a business plan? Use data to back up your estimates. Why are there so many?
2. Find five business plans. What are the common topics covered across all five plans? What are the differences? Choose the one that you believe is the best written and then describe why you believe it is better than the others.
3. Speak to five entrepreneurs and find out why they have (or do not have) a business plan. For those that do have a business plan, find out when it was written, the purpose for which it was created, and whether it has been used and/or kept up to date.
 
Class Discussions
4. Given the difficulties in accurately predicting the future, is a business plan useful?
5. What makes an excellent business plan?
6. Would the entrepreneur be better off spending more time selling his or her product rather than investing so much time in writing a business plan?
7. If a business plan is to be used to raise capital, then why would the entrepreneur want to advertise the firm’s major risks by detailing them in the business plan? \

8. What is the purpose of the business plan if the audience is (a) the entrepreneur, (b) an investor, and (c) a key supplier? How might the plan be adapted for these different audiences? Or do you believe that it is better to simply have one business plan that serves all audiences?
	Visual Resources


The PowerPoint presentation for this chapter, shown on the following pages, includes the following slides.


Slide 7-1
Entrepreneurship Title

Slide 7-2
Chapter Title

Slide 7-3
Planning the Business Operation

Slide 7-4
Business Plan Audiences *

Slide 7-5
Plan Presentation

Slide 7-6
Gathering Market Information *

Slide 7-7
Plan Outline *

Slide 7-8
Environmental/Industry Analysis *

Slide 7-9
Description of Venture

Slide 7-10
Developing Entrepreneurial Strategy *

Slide 7-11
Objectives

Slide 7-12
Production Plan

Slide 7-13
Operations Plan

Slide 7-14
Implementation of Plan *

Slide 7-15
Reasons for Plan Failure *

* Also included as a Transparency Master.

The following are included as transparency masters in Section 6 of this manual.


Transparency Master 7-1
Business Plan Audiences

Transparency Master 7-2
Gathering Market Information

Transparency Master 7-3
Plan Outline

Transparency Master 7-4
Environmental/Industry Analysis

Transparency Master 7-5
Developing Entrepreneurial Strategy

Transparency Master 7-6
Implementation of Plan

Transparency Master 7-7
Reasons for Plan Failure
	powerpoint slide show
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Entrepreneurship Title
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Planning the Business Operation
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	Slide 7-4

Business Plan Audiences (Also presented as Transparency Master 7-1 in Section 6 of this manual.)
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Plan Presentation
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	Slide 7-6

Gathering Market Information (Also presented as Transparency Master 7-2 in Section 6 of this manual.)
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	Slide 7-7

Plan Outline (Also presented as Transparency Master 7-3 in Section 6 of this manual.)
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	Slide 7-8
Environmental/Industry Analysis (Also presented as Transparency Master 7-4 in Section 6 of this manual.)
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Description of Venture
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	Slide 7-10

Developing Entrepreneurial Strategy (Also presented as Transparency Master 7-5 in Section 6 of this manual.)
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Objectives
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Production Plan
[image: image36.jpg]L How ProductiViantiaciiied®
Complete Processiviss

\gubcontracting

Physical Plant [Layout:
Machinery/EquipmentiNeeded
URaw Materials/Suppliers -]
:IM\am\ufacturing Costs =g

OFuture Capital Needs
\






	Slide 7-13

Operations Plan
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Implementation of Plan (Also presented as Transparency Master 7-6 in Section 6 of this manual.)
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	Slide 7-15

Reasons for Plan Failure (Also presented as Transparency Master 7-7 in Section 6 of this manual.)
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