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You've decided to write a business plan, and you're ready to get
started. Congratulations. You've just greatly increased the
chances that your business venture will succeed. But before you
start drafting your plan, you need to--you guessed it--plan your
draft.

One of the most important reasons to plan your plan is that you
may be held accountable for the projections and proposals it
contains. That's especially true if you use your plan to raise
money to finance your company. Let's say you forecast opening four new locations in
the second year of your retail operation. An investor may have a beef if, due to
circumstances you could have foreseen, you only open two. A business plan can take
on a life of its own, so thinking a little about what you want to include in your plan is
no more than common prudence.
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Second, as you'll soon learn if you haven't already, business plans can be complicated
documents. As you draft your plan, you'll be making lots of decisions on serious
matters, such as what strategy you'll pursue, as well as less important ones, like what
color paper to print it on. Thinking about these decisions in advance is an important
way to minimize the time you spend planning your business and maximize the time
you spend generating income.

To sum up, planning your plan will help control your degree of accountability and
reduce time-wasting indecision. To plan your plan, you'll first need to decide what
your goals and objectives in business are. As part of that, you'll assess the business
you've chosen to start, or are already running, to see what the chances are that it will
actually achieve those ends. Finally, you'll take a look at common elements of most
plans to get an idea of which ones you want to include and how each will be treated.

Determine Your Objectives
Close your eyes. Imagine that the date is five years from now. Where do you want to
be? Will you be running a business that hasn't increased significantly in size? Will you
command a rapidly growing empire? Will you have already cashed out and be relaxing
on a beach somewhere, enjoying your hard-won gains?

Answering these questions is an important part of building a successful business plan.
In fact, without knowing where you're going, it's not really possible to plan at all.

Now is a good time to free-associate a little bit--to let your mind roam, exploring
every avenue that you'd like your business to go down. Try writing a personal essay on
your business goals. It could take the form of a letter to yourself, written from five
years in the future, describing all you have accomplished and how it came about.

As you read such a document, you may make a surprising discovery, such as that you
don't really want to own a large, fast-growing enterprise but would be content with a
stable small business. Even if you don't learn anything new, though, getting a firm
handle on your goals and objectives is a big help in deciding how you'll plan your
business.

Goals and Objectives Checklist
If you're having trouble deciding what your goals and objectives are, here are some
questions to ask yourself:

1. How determined am I to see this succeed?
2. Am I willing to invest my own money and work long hours for no pay, sacrificing

personal time and lifestyle, maybe for years?
3. What's going to happen to me if this venture doesn't work out?
4. If it does succeed, how many employees will this company eventually have?
5. What will be its annual revenues in a year? Five years?
6. What will be its market share in that time frame?
7. Will it be a niche marketer, or will it sell a broad spectrum of good and services?
8. What are my plans for geographic expansion? Local? National? Global?
9. Am I going to be a hands-on manager, or will I delegate a large proportion of

tasks to others?
10. If I delegate, what sorts of tasks will I share? Sales? Technical? Others?
11. How comfortable am I taking direction from others? Could I work with partners

or investors who demand input into the company's management?
12. Is it going to remain independent and privately owned, or will it eventually be

acquired or go public?

Your Financing Goals

It doesn't necessarily take a lot of money to make a lot of money, but it does take
some. That's especially true if, as part of examining your goals and objectives, you
envision very rapid growth.

Energetic, optimistic entrepreneurs often tend to believe that sales growth will take
care of everything, that they'll be able to fund their own growth by generating profits.
However, this is rarely the case, for one simple reason: You usually have to pay your
own suppliers before your customers pay you. This cash flow conundrum is the reason
so many fast-growing companies have to seek bank financing or equity sales to
finance their growth. They are literally growing faster than they can afford.

Start by asking yourself what kinds of financing
you're likely to need--and what you'd be willing to
accept. It's easy when you're short of cash, or
expect to be short of cash, to take the attitude that
almost any source of funding is just fine. But each
kind of financing has different characteristics that
you should take into consideration when planning
your plan. These characteristics take three primary
forms:

First, there's the amount of control you'll have to surrender. An equal partner
may, quite naturally, demand approximately equal control. Venture capitalists
often demand significant input into management decisions by, for instance,
placing one or more people on your board of directors. Angel investors may be
very involved or not involved at all, depending on their personal style. Bankers,
at the other end of the scale, are likely to offer no advice whatsoever as long as
you make payments of principal and interest on time and are not in violation of
any other terms of your loan.

You should also consider the amount of money you're likely to need. Any
amount less than several million dollars is too small to be considered for a
standard initial public offering of stock, for example. Venture capital investors
are most likely to invest amounts of $250,000 to $3 million. On the other hand,
only the richest angel investor will be able to provide more than a few hundred
thousand dollars, if that.

Almost any source of funds, from a bank to a factor, has some guidelines about the
size of financing it prefers. Anticipating the size of your needs now will guide you in
preparing your plan.

The third consideration is cost. This can be measured in terms of interest rates
and shares of ownership as well as in time, paperwork and plain old hassle.

How Will You Use Your Plan

Believe it or not, part of planning your plan is planning what you'll do with it. No, we
haven't gone crazy--at least not yet. A business plan can be used for several things,
from monitoring your company's progress toward goals to enticing key employees to
join your firm. Deciding how you intend to use yours is an important part of preparing
to write it.

Do you intend to use your plan to help you raise money? In that case, you'll have to focus
very carefully on the executive summary, the management, and marketing and
financial aspects. You'll need to have a clearly focused vision of how your company is
going to make money. If you're looking for a bank loan, you'll need to stress your
ability to generate sufficient cash flow to service loans. Equity investors, especially
venture capitalists, must be shown how they can cash out of your company and
generate a rate of return they'll find acceptable.
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Do you intend to use your plan to attract talented employees? Then you'll want to
emphasize such things as stock options and other aspects of compensation as well as
location, work environment, corporate culture and opportunities for growth and
advancement.

Do you anticipate showing your plan to suppliers to demonstrate that you're a worthy

customer? A solid business plan may convince a supplier of some precious commodity
to favor you over your rivals. It may also help you arrange supplier credit. You may
want to stress your blue-ribbon customer list and spotless record of repaying trade
debts in this plan.

Assessing Your Company's Potential

For most of us, unfortunately, our desires about where we would like to go aren't as
important as our businesses' ability to take us there. Put another way, if you choose
the wrong business, you're going nowhere.

Luckily, one of the most valuable uses of a business plan is to help you decide whether
the venture you have your heart set on is really likely to fulfill your dreams. Many,
many business ideas never make it past the planning stage because their would-be
founders, as part of a logical and coherent planning process, test their assumptions
and find them wanting.

Test your idea against at least two variables. First, financial, to make sure this business
makes economic sense. Second, lifestyle, because who wants a successful business
that they hate?

Answer the following questions to help you outline your company's potential. There
are no wrong answers. The objective is simply to help you decide how well your
proposed venture is likely to match up with your goals and objectives.

Financial:

1. What initial investment will the business require?
2. How much control are you willing to relinquish to investors?
3. When will the business turn a profit?
4. When can investors, including you, expect a return on their money?
5. What are the projected profits of the business over time?
6. Will you be able to devote yourself full time to the business, financially?
7. What kind of salary or profit distribution can you expect to take home?
8. What are the chances the business will fail?
9. What will happen if it does?

Lifestyle:

1. Where are you going to live?
2. What kind of work are you going to be doing?
3. How many hours will you be working?
4. Will you be able to take vacations?
5. What happens if you get sick?
6. Will you earn enough to maintain your lifestyle?
7. Does your family understand and agree with the sacrifices you envision?

Sources: The Small Business Encyclopedia, Business Plans Made Easy, Start Your Own

Business and Entrepreneur magazine.

Continue on to the next section of our Business Plan How-To >> Elements of a
Business Plan
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