Virtual Enterprises, International

Task Based Curriculum


Components of a Business Plan

I
Cover Sheet

Include the name of the business, address (street, borough, zip code), web site address, phone and fax numbers, e mail address.

II
Table of Contents

III
Executive Summary

The executive summary should be a brief synopsis of the business concept that gives the reader a clear understanding of your business and its validity. It is the business plan in miniature and as such should be able to stand alone as an initial business description. If done right, it captures the reader's attention, makes them want to read more, and conveys a flavor about the rest of the plan.

IV The Company
This is the section of the business plan that captures your strategy, identity, and philosophy. It is about your future, past and present. 

A. Strategy/Mission Statement/General Philosophy

In this section, you get to lay out your general philosophy of doing business by identifying the mission of the firm. The mission statement indicates the purpose of the business. Surprisingly, the mission statement for many firms is not about maximizing shareholder returns, market share or revenue. Ben and Jerry's provides a classic example of a firm with a social conscience, the Body Shop has a similar social agenda. Merck Pharmaceuticals, Johnson & Johnson, Hewlett Packard and Boeing are additional examples of companies that are driven by values that transcend mere profit making. 

Once you have qualified what success is, your strategies explain how the mission and objectives will be achieved. Strategy is the company's overall approach to producing and selling its products and services--in a way that is consistent with goals of the company.

B. History

C. Management Team

V The Market

This is the most important single section of your business plan, and as such should be the longest section of the plan. Here, you will present convincing evidence that your business is likely to meet with success in the marketplace. This section will detail the market as you see it for your business, using numbers derived from the research you have done in developing your business idea. 

First, you must realize that what you are really selling are benefits to your customers. The best benefits are those that help them make money, save money, or feel good. As much as possible, try to identify as precisely as possible the prospective buyers of your product or service and to quantify benefits-the amount of money made or saved. This section of the business plan can be completed by answering questions that pertain to your potential market. 

1. What do you estimate the total market--in terms of total number of prospective buyers and dollars--to be for your product and service in the Virtual Enterprise community? Will you limit your marketing efforts to New York City firms only? Will you consider the California network of firms? Are you planning to target foreign firms (Canadian, European, and South American)? If so, the plan should provide a specific course of action that will enable your firm to reach customers in these markets.

2. What do you estimate to be the potential for future growth for your business?

3. Who are your target customers?

4. Who are the decision-makers in the market who buy your type of product? How might they receive what you are offering them?

This is also an appropriate section to include a discussion about your competition by answering the following questions:


1. How many of them are profitable? What types of profits do they experience?


2. What are their sales volumes?


3. How do your prices compare with theirs?


4. Include any other relevant information about your major competitors that gives a clear sense of how they do business and how successful they have been.

Answers to the above questions should be based upon research done by employees. Information can be obtained through the use of marketing surveys, the examination of historical data from other VE firms and the VE Central Office, as well as the CC Client database.

VI The Product or Service

Try to describe the benefits of your goods and services from your customers' perspective. Successful business owners know or at least have an idea of what their customers want or expect from them. This type of anticipation can be helpful in building customer satisfaction and loyalty. And, it certainly is a good strategy for beating the competition or retaining your competitiveness. Describe: 

1. 
What you are selling. 

2. 
How your product or service will benefit the customer. 

3. 
Which products/services are in demand; if there will be a steady flow of cash. 

4. What is different about the product or service your business is offering. 

VII The Marketing Plan 

Sales and Promotions
The sales and promotion section of your plan should be different from the market section. Whereas the market section is about identifying customer prospects, the sales and promotion section is about how you go about convincing them to buy from your company. You should have an overall sales and promotion strategy that will underlie your selling and promotion techniques. For example, you may plan to rely heavily on direct mail to generate leads for your in-house sales force, with advertising as a supplementary "brand-building" exercise. Such an overview should introduce this section of the plan. 

You also need to explain and justify your selling approach or approaches. You should evaluate alternative approaches to selling that you may be considering, since selling costs in all areas are rising dramatically. If you use an in-house sales force, may want to experiment with direct mail. Or if you use direct mail, you may want to transmit sales offerings electronically. Selling is probably the toughest business task there is. Sales people need to be trained, supported and, above all, motivated. What are you doing in these areas and what do you plan for the future to upgrade your selling efforts? If you plan to use new sales approaches, the matter of motivating becomes even more important, because it is difficult to know early on which approaches will work best: commissions, bonuses, prizes, increased vacation time, etc. 
 
Advertising

Advertising presents the message to your customer that your product or service is good and desirable. Tailor your advertising to your target market. Analyze your competitors' advertising. Be ready to back up your decisions. Include copies of your promotional materials, such as brochures, direct mail advertisements and flyers. Tell the lender (or investor) where you will put your advertising dollars, why you chose those methods, how your message will reach your target market, when your advertising campaign will begin, how much your plan will cost and what format your advertising will take. 


Pricing 
Your pricing structure is critical to the success of your business and is determined through market research and analysis of financial considerations. Basic marketing strategy is to price within the range between the "price ceiling" and the "price floor". The price ceiling is determined by the market; it is the highest cost a consumer will pay for a product or service and is based upon perceived value. What is the competition charging? What is the quality of the product or service you are offering? What is the nature of demand and what is the image you are projecting? The price floor is the lowest amount at which you can offer a product or service, meet all your costs and still make a profit. Consider all your costs--raw materials, office overhead, shipping, taxes, loan and interest payments are a few. The profitable business operates between the price ceiling and the price floor. Be specific about how you arrived at your price structure and leave room for flexibility.

VIII Technology

This is an additional section of the business plan that has been made necessary in recent years by the growing sophistication and declining costs associated with computer technology. While this section should be brief, it should get you thinking about ways to leverage the marvels of modern technology. For example, how might you use computer software to increase your marketing effectiveness? How might technology reduce the number of people you hire? How might a local area network or intranet be used to improve internal communications at your company? How will the company use the Internet? Will customers be able to peruse and order merchandise  on-line? Describe the architecture of your web site.

IX Business Risks

Every small business has risks. Your challenge in writing a business plan is to communicate those risks with the right perspective. They should thus be described accurately, but not in a 

scary way so as to potentially scare lenders or prospective investors. In this section of the business plan, you will try to point out key potential business risks you face in opening or operating your small business. Some questions to consider:

1. If your business is a new concept, will your target market be willing to try something new?

2. How will you convince them to change their current way of thinking?

3. What do plan to do if you do not meet your projections for sales or profits?

4. What if your competition tries to undermine your entry into the field?

Answering these questions in advance will better prepare you for the question and answer sessions you will encounter during the presentation and defense of your business plan.

X Financial Documents

Here is where you present your company's financial history and projections. While you can be creative in other parts of your business, here you should present your finances in the format that accountants and investors are accustomed to. If you are applying for a loan, you should distinguish among the three types of capital you seek:


Working capital--used to meet fluctuating needs that are to be repaid through cash generated during the upcoming year.


Growth capital--used to meet needs that are to be repaid with profits over a period of a few years.


Equity capital--used to meet permanent needs. It is provided in return for ownership or part ownership of the business.

Additionally, you will want to provide up to three years of past results (if available), and two to three years of projections. You should have three types of financial statements covering your history and projections: 

1. Cash Flow (optional - this report will be quite a challenge for non-accountants)
Cash flow is really a record of cash available at different points of time. It helps highlight the differences between when a sale is made, cash comes in, and bills are paid. 
(Insert a sample cash flow statement.) 

2. The Income Statement: Profit and Loss 
This is the proverbial bottom line: revenues less expenses. For small companies, it is important to differentiate from cash flow. It's possible to run out of cash early in a quarter, even though you are heading toward profitability at the end of the quarter. 
(Show sample income statement.) 

3. The Balance Sheet 
This is the financial statement bankers like to focus on because they believe it offers the most revealing clues about basic business health. It shows assets and liabilities. It is most useful in evaluating product businesses, where assets are easily identifiable and can be appraised. It is less useful for service businesses. 
(Show sample balance sheet.) 

Finally, you should include a breakeven analysis, which is a graphic depiction of the relationship between fixed costs, variable costs and total revenue. 

XI Appendix
Your appendices should include any items that you believe are relevant to your business plan and work as support material. This might include market research data, surveys of competitors' pricing, resumes of the management team, a media plan, sample advertising programs, and so on. 
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