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One of the biggest obstacles to star ng or expanding a business is
fear of the unknown. If
we knew that all of our
business decisions guaranteed success, we
would be very wealthy.
In reality, we know that
every decision involves
risk.
Successful entrepreneurs
manage risk to a more
acceptable level through
planning.
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Solutions

Success

Every Journey Begins
With a Plan
A business plan is very much like a road map that guides your decision-making.
The process of preparing a plan helps you an cipate the poten al and risk of a
business opportunity. What risks would cause you to lose an opportunity? Some
examples are: insuﬃcient money to capitalize and operate the business; poor
ming and inability to produce a marketable product or service; too few customers (or, conversely, too many compe tors); inadequately trained labor pool;
inaccurate and poorly managed records; and a lack of business savvy and management skills .
A wri en business plan is an opportunity to create structure for your ideas. The
plan enables you to objec vely set goals, focus your energies, develop tac cs,
and monitor progress. Throughout the process of wri ng a plan, you will gain an
understanding of what is required of you and how you can design the business
to fit with your values, lifestyle, abili es, and resources.
Most business plans consist of six components: Purpose and mission, market
analysis, product or service and opera ons, market strategy, management and
organiza onal structure, and finance. A wri en plan will require a cover page,
table of contents, execu ve summary, and exhibits.
Prior to any business venture, you must be able to ar culate why you will risk
your current and future resources for the business. Reasons will vary. However,
this soul-searching is important because the business will occupy a large
amount of me, money, and energy. At the onset, be clear about your goals. If
you plan to invest in a business, operate it for a number of years, and sell it at a
high rate of return, you will need to develop a strategy to increase its value. If
you want the business to give you an immediate return, you may choose a
diﬀerent strategy. While goals point direc on, objec ves are more specific.
They must be a ainable, observable, measurable, and mely. They will form the
founda on of your business strategy.
A market analysis will help you size up the compe ve environment. You will
need to be familiar with the industry in which you operate to know how to assess its risks. Spend me researching industry trends, compe tors, consumers’
needs, government regula ons, and the local economy. You will gain informa on about developing a product or service that will sell, crea ng a compe ve advantage, and ming.
It is temp ng to oﬀer a product or service that you, personally, want to do and
really enjoy. In fact, you should enjoy it. You might, however, take another approach and let the customer define the product or service for you. Your market
analysis will help you iden fy gaps in the way customers are ge ng their needs
or desires met.
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You can shape your product or service to fill the gaps
while taking the most advantage of your skills,
knowledge, and resources. You will be able to quan fy
the type of equipment and materials, facility, employees, and distribu on methods needed to meet those
needs.
Armed with your defini on of the product, target market, and produc on requirements, you can develop a
market strategy. Your data from the market analysis and
your plans for the product/service will enable you to
define your place in the compe ve environment. The
knowledge will guide your decisions in pricing, distribuon, promo on, and adver sing. By this me, you
should have a realis c idea of the share of the market
you can expect, how long it will take to realize that
share, and what resources are needed to capture it.
You will also be able to evaluate the skills needed to
manage the business. Your management skills are probably strong in some areas and weak in others. Minimize
the risk of making poor management decisions by oﬀse ng the weak areas. For example, a orneys, accountants, bankers and insurance agents can oﬀer you experse in areas in which you lack knowledge. You may need
a mentor or a business counselor with whom you can
discuss strategies or share ideas. You can gain much by
employing people who complement your skills and abilies and provide a source of new ideas and perspec ves.

predict the future. Projected financial statements are
based on the assump ons you have made about what
capital resources are required, the size and buying behavior of the market, and the resources needed to operate the business monthly. While you may or may not
need to borrow money, you will want to translate your
assump ons into a month-by-month cash flow statement. You can compare your es mates with actual numbers to monitor your progress and make adjustments
along the way. The main thing is to understand that the
business will have a demand for cash—especially in a
growth mode. You will want to be prepared to cover
shor alls in an cipa on of excess cash in later months.
Since cash is the lifeblood of the business, you want to
minimize the risk of running out.
When you have completed the business plan, you will,
no doubt, s ll have some fear of the unknown. However, you will also have assured yourself that realis c goals
and a good understanding of the compe ve environment guide your decisions. If you decide the risks are
s ll too great, you have saved your investment for another use. If not, you have mapped out a path to reap
the rewards.

The finance sec on of the business plan es everything
together in financial terms. An exis ng business has the
advantage of history to demonstrate stability and help
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