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Foreword by Jesse Draper






I owe a lot of my success to that guy in the Transporter movies, and he has no idea.


Let me take you back to a simpler time. I was living in Santa Monica with three friends from UCLA and a cavalier King Charles named Archie. I was also spending most of my time filming the second season of a Nickelodeon show where I played a babysitter conveniently named Jesse. And I was auditioning a lot.


I know. This is not where most stories about venture capital and entrepreneurship start. But stick with me here. I started my career in acting.


Anyway, I went to a casting call and “Transporter Dude” was sitting in the corner in a long black trench coat alongside a few casting directors. It was an audition for Transporter 2 or maybe 3? Are there three? They don’t ask my name. They don’t make small talk. This is an efficient, if dehumanizing, machine. They take my picture. “Turn around.” Snap. “Turn around.” Snap. And Transporter Dude is just sitting there. In that moment I felt so … deeply uncomfortable. I felt disgusting and I knew I needed a change, but I was a twenty-something actress; what choice did I have during a time when Paris Hilton and Lindsay Lohan were scantily clad on the cover of magazines? Serendipitously, I was invited to the first Twitter conference at the Skirball Cultural Center in LA because I was some kind of Z-list Nickelodeon celebrity. I looked around. Men in suits and hoodies. A few ladies (not many). Having grown up around entrepreneurs and innovation in Silicon Valley (before it was a TV show), I felt oddly more comfortable there. I felt some passion reignite in me talking about the future of “micro-blogging” with other people who loved technology.


If you’re picking up this book, you can probably relate. I think we all have that moment where, although it might seem insignificant at the time, it’s the turning point of your life. The moment you decide you are not going to accept anything less than going after that path or business idea that’s been brewing in the back of your mind.


So, I went back to work on Nickelodeon’s The Naked Brothers Band (that was the show), and asked our producers if I could sit in on production meetings. I had an idea for my own show, but I had no idea where to start. I gathered up enough knowledge that I felt comfortable starting my own production company. There, I launched The Valley Girl Show, a quirky, lighthearted talk show where I featured the best and brightest minds of Silicon Valley. This was a way into that technology world I wanted so badly to be part of—it was the best of both worlds.


It was also a way to take control—of my time, my income, and my future. After two seasons, I brought on a business partner, Jonathan Polenz, and we started building out a technology news site, ValleyLoop, and then acquired the only LA technology news site of the time, Lalawag. We were one of the first video content companies to partner with Forbes.com and Mashable with technology content that was digestible and maybe too silly. After two seasons of the show and millions of passive eye balls in Denny’s restaurants and on gas station screens, I’d talked to a lot of incredible men who were building technology companies—I was one of the first people to ever interview Drew Houston, which ended up on the cover of the New York Times Style Section in an article about my show by an incredible journalist named Laura Houston; I interviewed former Google CEO Eric Schmidt; and I sat down with Elon Musk (before the drama), and while it’s probably my most googleable interview, I’m pretty sure both Elon and I wish it would disappear due to my ditzy and pink persona. Think Ali G. of technology and maybe too real? I digress again. After this ditziness overload with men in tech, I made an initiative to interview 50 percent women in tech and shifted the show a bit. I started a series on the show called “Rockin’ Women” and spoke to Sheryl Sandberg, Julia Hartz, Jessica Mah, Jenn Hyman, Rebecca Minkoff, and Alexis Maybank, to name a few. I started getting pitched by hundreds of businesses that were started by incredible women, and that’s when the magic began. I saw the massive opportunity to invest in women. We were nominated for an Emmy and things started to happen. I had grown up as the oldest of four as well as a fourth-generation venture capitalist who constantly felt like a fraud because I was a female. I wanted to help these women in technology and shift the narrative from ditziness to IPO. I realized I could help them in two ways. First with media exposure and then with funding.


In 2015, I raised my first fund and started Halogen Ventures, an early stage technology company focused on investing in female-founded consumer technology companies. A lot of my initial investors were guests from my show. Since then, I’ve raised multiple funds, seen tens of thousands of pitches, funded over seventy companies (The Skimm, Babylist, ThirdLove, HopSkipDrive, The Flex Company to name a few), have had 10 exits (including Squad [acquired by Twitter], ELOQUII [sold to Walmart], and This is L [sold to P&G]), and sit on numerous boards. I’ve seen the good, the bad, and the ugly in founders and funders.


While there are so many factors that go into creating a successful business, building your business doesn’t have to be so hard! Take the time to write a plan. This step is often underestimated or skipped. Whether you’re starting a business for the first time, or revisiting your current plan, building a scalable business starts with creating a strong foundation.


I know it can be overwhelming. Now let me take you back to me on my Nickelodeon show wearing my J Brand jeans and going-out shirts, about to jump into my first entrepreneurial endeavor and starting my own business. I would spend endless hours perusing the business aisle in Barnes & Noble. There was nothing for starting a business. I wish I had this book. There were a few financial books, some Warren Buffett books, but nothing truly entrepreneurial. I also had no idea where to start. I quickly realized the power of putting pen to paper. I could have only dreamed of having a step-by-step guidebook to follow like this book. It would have been a game changer and saved a lot of time and tears.


Before you dig in, here are my three pieces of advice on starting your company.




	Just press go! It will never be perfect. I cannot tell you how often founders say, “Let me get my ducks in a row.” Here is a little secret: Your ducks will never be in a row, and if you are a great founder, like the ones in my portfolio, you are always making it better … your ducks are always being iterated upon and forming more of a line. So just start!


	Diversity breeds success. If you look around and realize that your entire team is made up of Stanford graduates who all look the same and are the same personality type on the Myers-Briggs assessment … recruit from new places. At Halogen we think about diversity of age, race, and gender in our teams. When I raised my first fund, people thought I was crazy investing in women. “Do women even start companies?” Now there is so much great research on how diverse teams perform better.


	Get through the “Noes.” While fundraising for your business, plan on meeting with at least 100 investors. I can’t tell you how often entrepreneurs say, “Everyone is saying ‘No.’” When I ask how many investors they have met with, they say, “Eight.” First of all, this is a numbers game. After twenty or so meetings, it is great to check in and see why funders are turning down your deal and get some feedback because maybe there is something you are missing that you can adjust. But overall, plan on meeting with at least 100 investors.





Enjoy this thoughtful book on starting and growing your business. The greatest thing about entrepreneurship is that anyone with any background and any wild and crazy idea can start a company. You got this! You are meant to do this! Get out there and START! And come pitch me at Halogen Ventures. Also … don’t credit some Transporter Dude with your own success. Use this book and you will be solely responsible for it!


Lots of Love,


Jesse Draper


Founding Partner of Halogen Ventures












Introduction






As you start to read this book, you may be starting your own business or already have a business, but in each case you either don’t have a business plan or have such an old one that it needs to be revised. And you may be overwhelmed by all the conflicting advice you find online and maybe in other books. You don’t need a business plan. You need a business plan, but it can be just one page no matter if it’s a printed page or handwritten on a cocktail napkin. You need a tome for a business plan that will last you for the life of your business.


But one size does not fit all businesses, because every business is different. What’s more, you may need more than one business plan to approach different audiences, such as one for your employees to refer to and one for venture capitalists as they consider financing your business. No matter what business you have, you need to have a business plan to act as your company’s North Star—and, let’s not forget, get funding from banks and/or investors.


This book helps you determine what type of plan (or plans) you need and how to put one together. And we also tell you how to find resources that will help your new business get off the ground and keep your business thriving.


We start by telling you how to build a strong foundation for your business in Section I. This section covers the basics of what you need for your business plan, and it will get you in the right frame of mind before you move to the following two sections. Section I takes you through the fundamental questions that a business plan needs to answer. Chapter 5, which is the last chapter in Section I, also tells you how to put your business plan to work and the importance of updating your plan to respond to changing business conditions.


Section II talks about the presentation of your business in the plan. You start with an executive summary. Once you summarize your plan, you need to go into greater detail about who’s helping you manage the business and what you sell. Then you can show readers the money not only with financial information, but also with revenue opportunities in your industry, how your marketing will drive revenue, and how your operations will keep up with customer demand.


Section III talks about getting your cover letter ready to present to readers when you deliver your business plan to them. If you still need more support once your business plan is done, we have you covered. Chapter 14 is chock-full of connections to associations, books, websites, and even business plan competitions. Appendix A has a long list of resources for you to check out, too.


Ready to get started? Turn to the next page to understand what you’ll learn in Section I.




Remember to redeem your complimentary 30-day access to LivePlan, a business planning and management software trusted by over 1 million small businesses, that will help you get your business off the ground. Flip to page [insert page #] to claim your offer.
















SECTION 1

Your Foundation Comes First









Section Summary


Writing a business plan is like the architectural plan for a home or a brick-and-mortar building. You need to know what materials you need, how you’re going to construct the building, and when you need to build each piece of the building. You start by building the foundation, because without it your business can’t stand up.


This section starts by covering the basics and asking you fundamental questions in Chapter 1. Next, Chapter 2 talks about how you need to develop a plan that’s the right fit for your business—and how the right fit could mean you need more than one plan. In Chapter 3, we talk about answering the basic questions that your plan readers will want to know. One of those questions is about financing, and Chapter 4 goes into greater detail about direct and indirect funding sources. Finally, Chapter 5 talks about how to put your plan to work in your business.















Chapter 1 Summary






A business plan is a written description of the future of your business. It is a document that tells the story of 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 strategy, you’ve written a plan, or at least the germ of a plan.


Business plans are inherently strategic. You start here, today, with certain resources and abilities. You want to get to a “there,” a point in the future (usually three to five years out) at which time your business will have a different set of resources and abilities as well as greater profitability and more assets. Your plan shows how you will get from here to there. In essence it is a road map from where you are now to where you want to be later on.


What you’ll learn from this chapter:




	
[image: ]What should be in your plan, including your concept, strategy, and your products and/or services


	
[image: ]The plan that’s right for your business and presents you in the best light


	
[image: ]What your goals and objectives are


	
[image: ]The software you need to create your plan


	
[image: ]The direct and indirect funding sources for your business


	
[image: ]How to manage your plan as you put it to work















CHAPTER 1

Building Brick by Brick






If you’ve done any research about business plans online or through an agency like the Small Business Administration (SBA), you’ve probably heard about some generally accepted conventions about what a business plan should include and how it should be presented. In sum, a plan should cover all the important matters that will contribute to making your business a success, including:




	
Your basic business concept. This is where you discuss the industry, your business structure, your particular product or service, and how you plan to make your business a success. To use the analogy of building a brick-and-mortar building, this is the concrete you use for your foundation.


	
Your strategy and the specific actions you plan to take to implement it. What goals do you have for your business? When and how will you reach your goals? After all, you need to know how you plan to construct your building.


	
Your products and services and their competitive advantages. Here is your chance to dazzle the readers with good, solid information about your products or services and why customers will want to purchase your products and services and not those of your competitors. Your products and services are the materials you’ll use for the building.


	
The markets you’ll pursue. Now you have to lay out your marketing plan. Who will your customers be? What is your demographic audience? How will you attract and retain enough customers to make a profit? What methods will you use to capture your audience? What sets your business apart from the competition? How are you going to get people to come to your building and spend money?


	
The background of your management team and key employees. Having information about key personnel is an important but often misrepresented portion of a business plan. It’s not a long and detailed biography of each person involved but an accurate account of what they have done and what they bring to the table for this specific business opportunity. Readers will want to know who’s going to construct your building and if they’re qualified builders.


	
Your financing needs. These will be based on your projected financial statements. These statements provide a model of how your ideas about the company, its markets, and its strategies will play out. With a building, you need to know the costs of your materials as well as how you will adapt to changing conditions including pricing and construction delays due to weather.





As you write your business plan, stick to facts instead of feelings, projections instead of hopes, and realistic expectations of profit instead of unrealistic dreams of wealth. You want to show readers that your building will last for years to come. And facts—checkable, demonstrable facts—will invest your plan with the most important component of all: credibility.





How Long Should Your Plan Be?



A useful business plan can be any length, from a one-page summary to more than 100 pages for an especially detailed plan describing a complex enterprise. A typical business plan runs fifteen to twenty-five pages, created and (usually) sent electronically, sometimes accompanied by forms the receiver requests that you fill out. Occasionally, you may still be asked for a hard copy of your plan.


Miniplans of five to ten pages are the popular concise models that may stand on their own for smaller businesses. Larger businesses, seeking major funding, will often have miniplans as well, but the full business plan will be waiting in the wings. It’s to your advantage to run long when creating your plan and then narrow it down for presentation purposes.


The size of the plan will also depend on the nature of your business and your reason for writing the plan. 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 industry, it may require quite a bit of explanation to get the message across. If you are writing a plan for a division of a large organization, you may be given a set format and prescribed length.


The purpose of your plan also determines its length. If you are looking for millions of dollars in seed capital to start a risky venture, you will usually (although not always) have to do a lot of explaining and convincing. If you already have relationships with potential investors, they may simply want a miniplan. If you are just going to use your plan for internal purposes to manage an ongoing business, a much more abbreviated version may suffice. Chapter 2 goes into more detail about the structure and type of business plan you need.


If you are wanting to start small with an effective way to get your ideas down, you can follow the guidance of LivePlan, a business planning and management software, on writing your one-page plan for your business:


“Understanding the fundamentals of your business model is the first step to create a winning business plan. That's why we recommend that you start with a simple business plan that fits on a single page. LivePlan will help you clearly explain who your customers are, what your marketing and sales activities will be, and what your product or service offerings will be. It's the quickest way to get started.


"When you’re starting out, having a one-page plan will help make your business memorable. LivePlan lets you share a link to your one-page plan - or export to PowerPoint - so you can quickly show your business plan to people,” LivePlan, https://www.liveplan.com/features/build-your-business-pitch.


Many business plan presentations are made with PowerPoint decks, using ten to twelve slides to tell your story. This is a great starting point, but you should have at least a miniplan available, especially if you are seeking millions of dollars. More on PowerPoint presentations later.




[image: ] buzzword


Competitive advantage is what makes you different from, and better than, your competition. Lower price, higher quality, and better name recognition are examples of competitive advantages. By studying your competition, you can devise your own competitive advantage by providing something (or several things) that it does not offer.







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 successful startups ever began with a triangle scrawled on a cocktail napkin. The year was 1971, and 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 Southwest Airlines more fully in a full-fledged business plan and raised millions in initial capital to get off the ground. Eventually they went public. Along the way, the airline expanded beyond the three cities to include other Texas destinations, and now it serves over 100 destinations in 42 states plus Washington, DC, and Puerto Rico with over 4,000 flights daily and revenues of $15.8 billion in 2021. Southwest specializes in low-cost, no-frills, high-frequency service, which, if you just add some lines to the original triangle, is the same strategy mapped out on that cocktail napkin.











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 business plan will prove useful.




	
[image: ]A business plan is a good way to explore the feasibility 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 competition when researching the market section, or you may find that your financial projections simply aren’t realistic.


	
[image: ]Any venture that faces major changes (and that means almost all businesses) needs a business plan. If the demographics of your market are rapidly changing, strong new competitive products challenge your profitability, you expect your business to grow or shrink dramatically, or the economic climate is improving or slipping rapidly, you’ll need a business plan. This will allow you to make changes accordingly.


	
[image: ]If you are contemplating buying or selling a business, your business plan can provide you with a handy tool to establish a value—and to support that value if challenged.


	
[image: ]You will need a business plan if you are seeking financing. Your business plan is the backbone of your financing proposal. Bankers, venture capitalists, and other financiers rarely provide money without seeing a plan. Less sophisticated investors or friends and family may not require a business plan, but they deserve one. Even if you’re funding the business with your own savings, you owe it to yourself to plan how you’ll expend the resources you’re committing.





Writing a business plan is not a onetime exercise. Just because you wrote a plan when you were starting out or raising money to get underway doesn’t mean you are finished. Many companies look for additional rounds of funding. By updating business plans to let investors know how the funding has been used to date, and the results of such efforts, the chances of procuring such funding are improved. A business plan should be rewritten or revised regularly to get maximum benefit from it. Commonly, business plans are revised yearly, more frequently if conditions have changed enough to make the previous plan unrealistic.








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 resources of money, energy, or time and that is expected to return a profit should take the time to draft some kind of plan.





Startups



The classic business plan writer is an entrepreneur seeking funds to help start a new venture. Many great companies had their starts in the form of a plan that was used to convince investors to put up the capital necessary to get them underway.


However, it’s a mistake to think that only startups need business plans. Companies and managers find plans useful at all stages of their existence, whether they’re seeking financing or trying to figure out how to invest a surplus.








Established Firms Seeking Help



Many business plans are written by and for companies that are long past the startup stage but also well short of large-corporation status. These middle-stage enterprises may draft plans to help them find funding for growth just as the startups do, although the amounts they seek may be larger and the investors more willing because the company already has a track record. They may feel the need for a written plan to help manage an already rapidly growing business. A business plan may be seen as a valuable tool to convey the mission and prospects of the business to customers, suppliers, or other interested parties.


Just as the initial plan maps how to get from one leg of the journey to the next, an updated plan for additional funding adds another leg of your journey. It’s not unlike traveling from the United States to Paris and then deciding to visit London or Barcelona or both along the way. You would then need to add to, or update, your plans. A business plan can, therefore, address the next stage in the life process of a business.




[image: ] 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.














12 Reasons Why You Need a Business Plan



Business plans could be considered cheap insurance. Just as many people don’t buy fire insurance on their homes and rely on good fortune to protect their investment, many successful business owners do not rely on written business plans but trust their own instincts. However, your business plan is more than insurance. It reflects your ideas, intuitions, instincts, and insights about your business and its future—and provides the cheap insurance of testing them out before you are committed to a course of action.


Beyond what we’ve already talked about in this chapter, there are a dozen more reasons for creating a business plan, and chances are that more than one of these reasons apply to your business.




	
A plan helps you set specific objectives for managers. Good management requires setting specific objectives and then tracking and following up. As your business grows, you want to organize, plan, and communicate your business priorities better to your team and to you. Writing a plan gets everything clear in your head before you talk about it with your team.


	
You can share your strategy, priorities, and plans with your spouse or partner. People in your personal life intersect with your business life, so shouldn’t they know what’s supposed to be happening?


	
Use the plan to explain your displacement. A short definition of displacement is, “Whatever you do is something else you don’t do.” Your plan will explain why you’re doing what you’ve decided to do in your business.


	
A plan helps you figure out whether or not to rent or buy new space. Do your growth prospects and plans justify taking on an increased fixed cost of new space?


	
You can explain your strategy for hiring new people. How will new people help your business grow and prosper? What exactly are they going to do?


	
A plan helps you decide whether or not to bring on new assets. How many new assets do you need, and will you buy or lease them? Use your business plan to help decide what’s going to happen in the long term and how long important purchases, such as computer equipment, will last in your plan.


	
Share your plan with your team. Explain the business objectives in your plan with your leadership team, employees, and new hires. What’s more, make selected portions of your plan part of your new employee training.


	
Share parts of your plan with new allies to bring them aboard. Use your plan to set targets for new alliances with complementary businesses and also disclose selected portions of your plan with those businesses as you negotiate an alliance.


	
Use your plan when you deal with professionals. Share selected parts of your plan with your attorneys and accountants, as well as consultants if necessary.


	
Have all the information in your plan when you’re ready to sell. Sell your business when it’s time to put it on the market so you can help buyers understand what you have, what it’s worth, and why they want it.


	
A plan helps you set the valuation of the business. Valuation means how much your business is worth, and it applies to formal transactions related to divorce, inheritance, estate planning, and tax issues. Usually that takes a business plan as well as a professional with experience. The plan tells the valuation expert what your business is doing, when it’s doing (or will do) certain things, why those things are being done, how much that work will cost, and the benefits that work will produce.


	
You can use information in the plan when you need cash. Seek investment for a business no matter what stage of growth the business finds itself in. Investors need to see a business plan before they decide whether or not to invest. They’ll expect the plan to cover all the main points.







“Imagine you’re setting out on a journey. You know what your final destination is, but you haven’t figured out how to get there. While it might be fun to just start driving and figure things out as you go, your trip will most likely take longer than you anticipated and cost you more. If you instead take a look at a map and chart the best way to get to your destination, you’ll arrive on time and on budget. Planning for your business isn’t that much different.


The primary purpose of a business plan is to help you figure out where you want to go with your business and how you’re going to get there. It helps you set your direction and determine a winning strategy. A solid business plan will set your business up for success and help you build an unbeatable company.”


Noah Parsons, “15 Reasons Why You Need a Business Plan”, LivePlan, https://www.liveplan.com/blog/reasons-why-you-need-a-business-plan/, 1/1/22







Benefits for You


If you and/or someone on your team are still skeptical about the benefits of a business plan and how it will benefit you personally, consider some advantages that can help in your day-to-day management:




	
[image: ]Your educated guesses will be better. Use your plan to refine your educated guesses about things like potential markets, sales drivers, lead processing, and business processes.



	
[image: ]Priorities will make more sense. Aside from the strategy, there are also priorities for other factors of your business including growth, management, and financial health. Use your plan to set a foundation for these, then you can revise them as the business evolves.



	
[image: ]You’ll understand interdependencies. Use a plan to keep track of what needs to happen and in what order. For example, if you have to time a product release to dovetail with your marketing efforts, your business plan can be invaluable in keeping you organized and on track.



	
[image: ]You’ll be better at delegating. The business plan must make clear who is responsible for what. Every important task should have one person in charge.



	
[image: ]Managing team members and tracking results will be easy. The plan is a great format for putting responsibilities and expectations in writing. Then during team member reviews, you can look to your plan to spot the differences between expectations and results so that you can make course corrections.



	
[image: ]You can better plan and manage cash flow. A cash flow plan within your overall business plan helps you and your leadership team make better educated guesses about sales, costs, expenses, assets you need to buy, and debts you have to pay.












What Are Your Objectives?



You need to think of what you want and whether your plan’s findings suggest you’ll get it. For instance, is your objective to gain 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 that does not require capital needs that are very intensive.


Perhaps you want a company that will let you do your work and get home at a reasonable hour, even a business you can start from home. There are so many options when it comes to starting a business, including the size, location, and, of course, the reason for existence. You will be able to determine all of these and so many more aspects of business with the help of your business plan. It forces you to think through all of the areas that form the main concept to the smallest details. This way you don’t find yourself remembering at the last minute that your website is still not developed or that you still have most of your inventory in a warehouse and no way to ship it.








Predict the Future



It may seem dishonest to say that a business plan can’t predict the future. What are all those projections and forecasts for if they are not attempts to predict the future? The fact is, no projection or forecast is really a hard-and-fast prediction of the future. Not even the French seer Nostradamus could tell you for sure how your business will be doing in five years. The best you can do is have a plan in which you logically and systematically 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 likely one of the many that may occur. But it’s still just a probability, not a guarantee.


You can, however, use your research, sales forecasts, market trends, and competitive analysis to make well-thought-out predictions of how you see your business developing if you are able to follow a specified course. To some extent, you can create your future rather than simply trying to predict it by the decisions you make. For example, you may not have a multimillion-dollar business in ten years if you are trying to start and run a small family business. Your decision on growth would therefore factor into your predictions and the outcome.








Guarantee Funding



There are all kinds of reasons why a venture 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 investor has just promised to back her brother-in-law’s firm or is merely having a bad day and saying no to everything that crosses her desk. The point is that the quality of your plan may have little or nothing to do with your prospects for getting funded by a particular investor.


But what about the investment community as a whole? Surely if you show a well-prepared plan to a lot of people, someone will be willing to back you, right? Again, not necessarily. 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. It also may be an idea that comes about in a shaky economy or a saturated market. Timing is sometimes a factor that is out of your control.


The same is true of the availability of funds. At times, banks everywhere seem to clamp down on lending, refusing to back even clearly superior borrowers. In many countries, there is no network of venture capitalists to back fledgling companies.




Focus on Value


For the early-stage company, the business plan is often viewed solely as a key part of obtaining financing. A business plan that effectively helps the company obtain financing will clearly communicate the company’s value, the customer problems solved by the company’s product, and the important investments required to bring those products to market. Maintaining your 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.


Companies that plan grow 30 percent faster than those that don’t plan… [while] plenty of businesses can find success without planning, but businesses with a plan grow faster and are more successful than those that don’t plan.


Noah Parsons, “Do You Need a Business Plan? Scientific Research Says Yes”, Bplans, https://www.bplans.com/business-planning/basics/research/, 3/8/23











Raise All the Money You’ll Need



A business plan cannot guarantee that you will raise all the money you need at any given time, especially during the startup phase. 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 be able to make minor adjustments if you cannot snare as large a chunk of cash as you want.


In a sense, a business plan used for seeking funding is part of a negotiation taking place between you and your prospective financial backers. The part of the plan where you describe your financial needs can be considered your opening bid in this negotiation. 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 is an excellent opening bid. It’s definite, comprehensive, 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 money than you actually need in your plan? Actually, that may not be the best strategy either. Investors who see a lot of plans are going to notice if you’re asking for way too much money. Such a move stands a good chance of alienating those who might otherwise be enthusiastic backers of your plan. It’s probably a better idea to ask for a little more than you think you can live with, plus slightly better terms than you really expect.








Fool People



A professional financier such as a bank loan officer or a venture capitalist 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 becomes very good at weeding out plans with inconsistencies or overblown projections and zeroing in on weaknesses, including some you’d probably rather not see highlighted.


If you’ve seen the television show Shark Tank, you’ll understand how shrewd those individuals with the dollars can be. 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 doesn’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, experienced financiers will see them anyway. Let’s say you propose to open a small health food store at an address a block away from a Whole Foods. 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 grocery store. That gives you a chance to differentiate yourself explicitly, pointing out that you’ll be dealing only in locally produced foods—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 rather than sweeping them under the rug. If you do it right, this troubleshooting can become one of the strongest parts of the whole plan.











Business Planning Risks



There are 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. These risks include:




	
[image: ]The possible disclosure of confidential material. Although most of the people who see your plan will respect its confidentiality, a few may (either deliberately or by mistake) disclose proprietary information. For this reason, you may want to have a nondisclosure agreement, or NDA, signed before sending it to others.



	
[image: ]Leading yourself astray. You may come to believe too strongly in the many forecasts and projects in your business plan.


	
[image: ]Ruining your reputation … or worse. If you purposely fill the plan with overly optimistic prognostication, exaggeration, or even falsehoods, you will do yourself a disservice. 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.


	
[image: ]Spending too much effort planning. You then may not have enough energy or time to actually run your business. Some call it “analysis paralysis.” It’s a syndrome that occurs when you spend so much time planning that you never do anything. For a lot of businesspeople, this is a nonissue—they detest planning so much that there’s no chance at all they’d forgo actually doing business and merely plan it.   Business planning can take on a life of its own. It’s possible to spend so much time planning a startup 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 administer its other details. Big corporations have large staffs, which can be devoted to year-round planning. As a small business owner, 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 delaying the startup date so you can plan more. If you notice yourself putting off crucial meetings so you can dig up more information for a plan update, suspect that planning has become overly important.


	
[image: ]Diluting the effectiveness of your plan. If you put too much detail into your plan, you run the risk of overburdening anybody who reads it with irrelevant, obscuring detail. A plan isn’t supposed to be a potboiler, but it should tell a story—the story of your business. Therefore, it should be as easy as possible to read. That means keeping technical jargon under control and making it readable in one sitting.   Explain any terms that may be unfamiliar to a reader who’s not an expert on your industry. And never make the mistake of trying to overawe a reader with your expertise. There’s a good chance someone reading your plan will know more than you do. 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 busy people. They do not have time to plow through an inches-thick plan and may in fact be put off by its imposing appearance. Better to keep it to a couple dozen pages and stick to the truly important material.


	
[image: ]Expediting your plan. While some insist on endless planning, others try to speed up the process. In an effort to get a plan written quickly to show a potential investor, you may find yourself cutting corners or leaving out vital information. You don’t want to take forever to prepare a business plan but using some of the business plan software programs can make it so easy that you find yourself letting the programs do more of the work. Remember, the tools are there to guide you and not the other way around. Give yourself enough time to make sure that







	each section says what you want it to say


	all of your numbers add up and make sense


	you have answers to anything readers could possibly ask you







Adding Icing to the Cake … or Plan


They say rules are made to be broken. While you don’t want to go out of your way to go against the grain, sometimes that is just what needs to be done. For example, a business plan for a chain of coffee shops can include photos of the proposed location, mock-ups of menus, and maps of the competition’s locations. The graphics make the plan longer, but they added real value. Product shots, location shots, blueprints, floor plans, logos, and screenshots of your website can be useful for any type of retail business even if they make the plan a little longer than the norm.








What Not to Include in a Business Plan





	
[image: ]Form over substance. If it looks good but doesn’t have a solid basis in fact and research, you might as well save your energy.


	
[image: ]Empty claims. If you make a statement without supporting it, you may as well leave it out. You need to follow up what you say in the next sentence with a statistic, fact, or even a quote from a knowledgeable source that supports the claim.


	
[image: ]Rumors about the competition. If you know for sure a competitor is going out of business, you can allude to it but avoid listing its weaknesses or hearsay. Stick to facts.


	
[image: ]Superlatives and strong adjectives. Words like “major,” “incredible,” “amazing,” “outstanding,” “unbelievable,” “terrific,” “great,” “most,” “best,” and “fabulous” don’t have a place in a business plan. Avoid “unique” unless you can demonstrate with facts that the product or service is truly one of a kind. (Hint: Chances are, it isn’t.) The same goes for hyperbole. Let the positives of your business speak for themselves.


	
[image: ]Long documents. If they want more, they will ask.


	
[image: ]Overestimating on your financial projections. Sure, you want to look good, but resist optimism here. Use half of what you think is reasonable. Better to underestimate than set expectations that aren’t fulfilled.


	
[image: ]Overly optimistic time frames. Ask around or do research on the internet. If it takes most companies six to twelve months to get up and running, that is what it will take yours. If you think it will take three months to develop your prototype, double it. You will face delays you don’t know about yet—ones you can’t control. Remember to be conservative in your time predictions.


	
[image: ]Gimmicks. Serious investors want facts, not gimmicks. They may eat the chocolate rose that accompanies the business plan for your new florist shop, but it won’t make them any more interested in investing in the venture.


	
[image: ]Amateurish financial projections. Spend some money and get an accountant to do these for you. They’ll help you think through the financial side of your venture, plus put the numbers into a standard business format that a businessperson expects.







“The absolute biggest business plan mistake you can make is to not plan at all. That doesn’t mean that everyone needs to write a detailed business plan, though. While you should do some planning to figure out what direction you want to take your business, your plan could be as simple as a one-page business plan, or even a pitch presentation that highlights your current strategy.”


Noah Parsons, “Key Business Plan Mistakes to Avoid in 2023”, LivePlan, https://www.liveplan.com/blog/avoid-these-business-plan-mistakes/, 1/25/22














10 Tips to Craft a Successful Business Plan



All of this guidance is good, you say, but how does one pull all the content together into a successful plan? These ten tips will help:




	
Know your competition. You need to name them and point out what makes you different from (and better than) each of them. But do not disparage your competition.


	
Know your audience. You may need several versions of your business plan. For example, you may need one for bankers or venture capitalists, one for individual investors, and one for companies that may want to do a joint venture with you rather than fund you.


	
Have proof to back up every claim you make. If you expect to be the leader in your field in six months, you have to say why you think that is. If you say your product will take the market by storm, you have to support this statement with facts. If you say your management team is fully qualified to make the business a success, be sure staff resumes demonstrate their experience.


	
Be conservative in all financial estimates and projections. If you feel certain you’ll capture 50 percent of the market in the first year, you can say why you think so and hint at what those numbers may be. But make your financial projections more conservative. For example, a 10 percent market share is much more credible.


	
Be realistic with time and resources available. If you’re working with a big company before you buy a business, you may think things will happen faster than they will once you have to buy the supplies, write the checks, and answer the phones yourself. Being overly optimistic with time and resources is a common error entrepreneurs make. Being realistic is important because it lends credibility to your presentation. Always assume things will take 20 percent longer than you anticipated. Therefore, twenty weeks is now twenty-four weeks.


	
Be logical. Think like a banker and write what they would want to see.


	
Have a strong management team. Make sure it has good credentials and expertise. Your team members don’t have to have worked in the field. However, you need to draw parallels between what they’ve done and the skills needed to make your venture succeed. Don’t have all the skills you need? Consider adding an advisory board of people skilled in your field and include their resumes.


	
Document why your idea will work. Have others done something similar that was successful? Have you made a prototype? Include all the variables that can have an impact on the result or outcome of your idea. Show why some of the variables don’t apply to your situation or explain how you intend to overcome them or make them better.


	
Describe your facilities and location for performing the work. That includes equipment you use to create your products and/or services. If you’ll need to expand, discuss when, where, and why.


	
Discuss payout options for the investors. Some investors want a hands-on role. Some want to put associates on your board of directors. Some don’t want to be involved in day-to-day activities at all. All investors want to know when they can get their money back and at what rate of return. Most want out within three to five years. Provide a brief description of options for investors, or at least mention that you’re ready to discuss options with any serious prospect.
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