Tim Berry on Business Planning Spring 2005

Developing a Successful Where Do You Want to Go?
Business Plan
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A business plan is a strategic

What are
your goals?

It tells your story and forecasts your You need a plan to start a business,
numbers in your own words raise money and manage growth
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You Can Do This Plans Change

Understand Your Situation Develop a SWOT Analysis

Strengths Weaknesses
* Location * Parking
+ Reputation « Small size
* Chef Paul = No separate bar

« Second location + New competition

o = New menus * Shopping mall
« Catering * Hotel closures
o Strategy

Plan
‘ Situation

Divide, Prioritize, Focus on

Know Your Market
Segments
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Market Analysis Checklist

competton

Needs = How many = Who's already
Pain Points potential? there?
Present = Where are they? | m Offerings

solutions = How do you = Are they making
Attitudes reach them? money?

Benefits = Messages = Strengths and
weaknesses

Keys to Success

Competitive Advantage

Location
Design

Price

www.paloalto.com

Spring 2005

Competitive Analysis

Expensive
®

Bacon
and Eggs

® Instant

Breakfast
Pancakes L ] ®

Cereal

Slow

Inexpensive

Core Competency

Apple

| amazon.com. ENGIIITIEESE[EES
= Customer Service

Situation Analysis Summary

SWOT

Market Analysis
= Segmentation
= Competition

= Positioning

Keys to success

Core Competence
Competitive Advantage
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Set Your Strategy Strategy is Focus

—
‘
N . The less likelihood
Plan Situation The more of

riorities or
Eey points implementation...
included...
Strategy ‘

<

Strategy is Tailored Strategy is Long Term

= Better a
consistently
applied
mediocre
strategy than a
series of
brilliant
strategies

Growth
Advantage
Positioning
Reality

Strategy is Realistic Strategy Starts with Needs
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Strategy Anticipates Market

Demand Strategy Recognizes Displacement

Strategy Checklist Develop the Plan

Is it focused

Is it realistic?

= Competitive advantage?
= Core competence?

= Knobs we can turn Plan Situation

Can we stick to it?
Is it built on market demand?

Does it understand displacement?
» Strategy

Just Tell Your Story Jump Around the Outline

Executive Summary

o fuuil be located in g prime peighbortc Company Description
Our primary financial objectives are:

. Sales of $350K the first year, more than half a million the Product/Service Descnpt'on
second,

. Personnel costs less than $300K the first year, kss than
$400K the second year.

. Profitable in year two, better than 7.5% profits on sales by
year three.

Market Analysis

Strategy/Implementation Summary
Management Team

Financial Plan
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A Bank Loan Example An Example for Investment

Executive Summary Executive Summary

Plan for Plan for

Company Description Bank Loan Company Description Investment
Product/Service Description Product/Service Description S EXelelaaleletila\V/-W=le o[=]

« Use of funds

Market Analysis = Repayment plan Market Analysis [ ] KT (o)1)

= Balance Sheet

Strategy/Implementation Surima [RESAMAE SIS R Strategy/Implementation Summa SAISVESICIgO e}
* Owner financials = Exit Strategy

Management Team Management Team = Use of Funds

= Equity Plans

Financial Plan Financial Plan | = Valuation

It’s Your Plan. Tell Your Story.
The Standard Outline

Mission

Company Description =Vision

*Objectives il

Product/Service Description =Keys to Success

Market Analysis

' - - eBenefits
=Target «reatures
=Marke' .50 urcing

Strategy/Implementation Summary =Segmeé .Tech «Marketing Strategy

=Markeu irernt .gajes Forecast

Management Team *l <Organization es

- - mberss
. . Funding Strategy ~
Financial Plan <Profit & Loss Laps
Cash Flow
eBalance Sheet

Tailor the Outline for Your Needs Specifics are Vital

Executive Summary Start dates

s End dates
C Lion Who's doing it

Product/Service Description Budget

Outcomes
Market Analysis Measurements

Strategy/Implementation Summary

Financial Plan
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Objectives Must be Measurable

Dollars

Units
Percentage
Calls
Presentations
Complaints
Transactions
Contacts
Messages
Volume

Do the Numbers

Sales
Forecast
Profit or Bal
Loss alance
Sheet
Personnel Past
Plan Results

Profit & Loss Also Called Income

Sales

Profit

www.paloalto.com

Sample Milestones

Spring 2005

“Need to Know” Financials

e |

Liabilities

Balance

Liabilities

e

Profit
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Sales are not necessarily mone
The Cash Flow ; y y
received

Sales
Received Received?

Costs are not Necessarily Money Expenses are not Necessarily Money
Spent Spent

Profits are not Cash Profits are not Cash

+ Cash Balance
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Profits are not Cash Profits are not Cash

Forecasting is More Art than
Science

i TR fabaliiie

W

Estimate Unit Sales Add Estimated Prices

2008 2009

3,835 1 22,822 | 35

918 | 11,415 | 17

Y ol 240

Total Unit Sales 1,189 4 34,477

1, 00K
53,000 68,500 ||
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Then Calculate Sales

Jan Feb
Unit Sales

20 |
Total Unit Sales 1,189

Unit Prices

$15,795 $22,575

$780  $1,054 $1,506

$200 $200 $200

Total Sales $12,665 $17,049 $24,281

More Art than Science

Linit Sobos

Total Unit Sales.

Unit Prices

Spring 2005

Finally, Estimate Costs

A Simple of People

Manager 5 00 0 | $60,000 |
¢ $42.000
£54,000
$30,000
$72,000

Direet Cost af Salos

Profit &

Direct Cost of Sale:
Production Payn

T R T TR ah Ba
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it Happen

Keep Your Plan Alive

Total Unit Sales

Anit Prices

Meals

Drinks

L 57 Other

Total i 1,158 | Sales

Unit Pri Jan_ | Meals $3,711  $502
Maals Drinks ($9¢ $37
Drinks Other 3 $271
Othar /.49 | |Total Sales 5 3810
Salas

Meals  $15,396 $16,297 $28,768

Drinks 3684 51,091 $2,236

Othar 5502 $471  $1,102

Total S:$16,581 $17.859 £32.107

The Complete Planning Process More Information

(click the links below)

Follow-up

Actions Specmc For Additional Assistance:

Results

Disclaimers:

*SBA's participation in this cosponsorship is not an endorsement of the views, opinions,
products or services of any cosponsor or other person or entity.

*All SBA programs, services and cosponsored activiies are extended to the public
nondiscriminatory basis.

*Reasonable arrangements for persons with disabilities will be made if requested at least two
weeks in advance. Contact1-800-229-7526 or email sales@paloalto.com

«Cosponsorship Authorization #: 05-6010-71

This website may contain hypertext links to information and websites created and maintained
by other public and private entiies. This information and these links are not owned or
sponsored by the U.S. Small Business Administration and are provided for the user's
convenience. The Federal Government or SBA is not responsible for the content, accuracy,
relevance, timeliness or completeness of any websites orinformation that may be accessed
from this site. Furthermore, the indusion of such links does not constitute orimply an
endorsement by the Federal Government or SBA of any organizations or company, orits
opinions, products, or services. Please use caution and use your best judgment when
considering a product, service or opinion offered by a linked website.
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