Why do I need a business plan?
A.  A business plan is often the entry-level requirement to getting government money, investor capital or bank loans. Although, you may have a complete picture of the business in your head, investors and bankers need to see if you really have an understanding of the business and have thought it through.

Preparing a plan is a long and daunting task but in the end the business owner often sees things from a new perspective and has mitigated any risks. The business plan is not just for banks and investors but also supplies you with a blueprint of succeeding in business. The plan provides you with the direction of your company and is a guidepost for your employees too. 

The primary job of a business owner is to manage and run a business. The term manage implies the task of planning and execution. The process of business planning helps reduce risks. Entrepreneurship is often the ability to build a business by taking calculated risks. If you are putting your life savings on the line, endangering your family's stability and borrowing other people's money, it is your responsibility as a business owner to not take risks but only calculated risk. The business planning process does not guarantee success but surely decreases the odds of failure.

I own a tiny, local company as a sole-proprietor. Do I really need a business plan?

A.  That depends on the fact if you need to raise any capital or require investors. If no capital is required a business plan may help your profitability and success. By understanding the local market, you can reduce any upcoming risks and profit from new opportunities. For instance, if you operate a small video store in a town of 10,000 residents the plan can help you better understand your market, competitors and the external environment. New technologies and advances can often wipe out entire industries. Just ask the record manufacturers. 

Your plan doesn't need to be an exhaustive 50 pages but a 5 to 10 mini-plan highlighting your business and it's future direction. A mini business plan should include a mission statement defining your business and it's reason for existing. It also should have a market analysis: competitors, pricing strategies, local market conditions and promotions. Finally, look at your break-even point and a basic budget on expenses and operating costs. 

If business plans are so important why do so few people actually write one?

A.  It is in human nature, to put things off and procrastinate. It is a challenge for many business owners to put their assumptions on paper and risk the fact that they may be wrong. If more business did some form of planning, the 80% failure rate of business in the first five years would be reduced. A study mentioned in "Business Plans For Dummies" by Paul Tiffany states that companies with just the strategic section of a business plan have 50% more profits and revenue than non-planning businesses. Another survey found business planning companies have 63% higher revenue growth and 100% more profit. If that is not enough consider the following reasons for business failure: 
  Poor Management Systems 

  No Overall Vision 

  Lack of Market Planning 

  Not Understanding the Competition 

  No Strategic Plan 

  No Established Performance Measures 

  Inadequate Financial Planning 

So instead of spending more time in vacation planning than business planning, put your business on track to success with a proper plan.
Should I hire a business plan consultant or writer?

A.  Business plan consultants can be valuable in aiding you to complete your business plan. Being a business plan writer, my view may be biased. However, I feel it is best for the business to write their own business plan. In many cases, this is not feasible because of time and skill restraints.

Use a business plan consultant to help you with business plan research, writing, editing, and feedback. If the business plan consultant is doing most of the work then make sure they regularly consult and communicate with you during the development process of the plan. Spend the necessary time to review & know the final plan inside and out. You must be able to explain the details and assumptions behind the plan to an investor or banker. Finally, existing business owners can benefit from hiring a business plan consultant to save precious time and offer new insight into funding and improve your business.
How many pages is the typical business plan?

A.  The length of a typical business plan can greatly vary from 10 pages to a 100-page document. It really depends on the intended use of the plan and it's audience. An internal business plan for your company may exclude areas such as management team experience and be heavier on the implementation side. A basic plan for the banks will usually run 20 plus pages including the financials. The executive summary should not exceed 3 pages. A 2-page summary hitting all the key points in the plan is brief enough. 
What are the most common mistakes made when writing a business plan?

A.  There are many common errors made by inexperienced business plan writers or business owners who fail to see why their plan was not accepted. But on the other side of the table, the following mistakes are common:

  Ignoring The Competition: A business does not operate in a vacuum. There are direct and indirect competitors who will fight tooth and nail to retain their customer base and market share. All too often, the business team will state that their product and service is so great that there are no competitors. This inward attention on the business shows investors that the management is over-confident and may not foresee external factors that can impact the business. 

  Incredible Financial Projections: A growing company is what investors want to see and the growth patterns should be realistic and attainable. Financial data that is inconsistent with industry norms and overly aggressive can quickly have your plan shelved. It is far better too error on the conservative side here and work with your accountant on attractive and realistic numbers. 

  One Billion Consumers: Claiming your market size as huge and customers as everybody will quickly lose all the credibility of your plan and business. Maybe in the future you can attack different market segments but for now focus on one or two niches you can effectively serve. By showing you deeply understand the clients in a narrow market and can serve their needs, you'll win over the confidence of your banker or investors. 

  Procrastination: Many business owners under estimate the time and effort required to build a successful business plan. Don't delay. If you need capital in six months, now is the time to put together a plan and raise the money. 

  The Big Deal: A business may have signed a big contact with a major company and over-emphasis of this deal can be perceived as a weakness. If 80% of your revenues are based on a one-company contract, your company could tank if the deal goes sour. Highlight the fact that your company is adept at forging strategic partnerships or winning big contracts and this skill will be utilized to diversify the client base.

Writing a business plan can be an overwhelming task. These feelings often translate into immobilization or confusion as to how to start the business plan. Starting a business plan begins with the first step: 

1. Audience & Funding Type: When writing a business plan, you must determine who will be reading it. This decision will shape the business plan. Do you plan to go for bank financing (debt finance) or investors (equity finance)? Each form of funding for your business has pros and cons. For instance, the venture capital market can be very time consuming and competitive. Do you have the time to write the business plan for investor funding and to network within the community? 

Writing a business plan for investors is 15-30 pages with in-depth analysis and full details of facts and figures to support assumptions of the market. [image: image1.png]



2. Research & Information Collection: Once you have made the decision of the type of funding your business requires, it is time for the research. Business plan research covers several key areas: 

· Insight from your experience working and observing the industry you will enter. This data will have to be backed but by the next two sources. 

· Published information from library, Internet, and paid database services will provide information on the market growth, overall industry perspective, and customer profiles. 

· Field research covers interviews with customers, suppliers, competitors, and industry experts. This provides the real insight behind all the published facts. 

3. Collection Files: The easiest way to go about collecting all your experiences, interviews, and research is to create files for each section of the business plan. These files can be: paper-based, computer files or set-up using business planning software. As you start the research and collection phase of planning, fill your files with notes and printouts. 

4. General Industry Overview: Begin the research process with an overview of the industry; uncovering industry and association reports. By having a general understanding of the industry, you will avoid embarrassment in contacting experts with basic questions. Begin the field research once you have a good grasp of the industry fundamentals and need answers to the hard-to-find information. 

5. Analysis: Once the bulk of the data has been collected, the process of analysis begins. Look at building a competitive profile, contingency plan, risk assessment, etc. 

6. Financials: Start the financials when you have found some average industry ratios for your business. Work closely with your accountant to develop realistic projections. Being overly optimistic will raise eyebrows with your investors or banker. 

7. Executive Summary: Save the first section for last. When you have thoroughly, completed all sections of the business plan, write the summary. Highlight the key points and include the return on investment or loan payback requirements. 

8. Review & Editing: Remember, you only have one shot at making a good impression. A well-written business plan that opens doors and wins the money is a plan that has been revised and reviewed. Do not forget this important step. Ask others for feedback. Make certain to edit, proofread, proofread, and proofread. 

Business planning is not easy but by following these critical steps to writing a business plan, you will ensure your business has a chance at funding and success in the future. [image: image2.png]
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