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How to use this template:
This template uses several of Word’s automatic features, like headings, table of contents, tables for figures and tables, headers, footers, automatic numbering, cross references, and section breaks. Learn how to take advantage of these automatic features to save time when formatting your document. Use caution when deleting or changing the automatic features as doing so can make it more difficult to properly format your business plan.
· Start by replacing the explanations under each section heading with your own material while avoiding changing any of the template features like headings, numbering, table of contents, and similar features. Later, when you are comfortable with the template, you can change those features as needed.
· Use the automatic numbering and table update feature by selecting all of the text in the document and then selecting the Update Table item from the References menu. Doing this will generate the dialogue box shown below. Click the OK button. Then, repeat the process, but the next time choose the Update entire table selection item. Following this process will update the numbers and tables in your document.
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[bookmark: _Toc501275102]Executive Summary
· This is the last section of your plan to write (or re-write) and finalize.
· Executive summaries can be longer in business plans than is normally the case with other documents. A general rule of thumb is that this section can be up to three pages in length.
· Write your executive summary after you have written everything else for your plan.Adhere to the ratchet effect when you write your executive summary by only including relevant information that helps establish your credibility.

· In this section include information relevant to targeted readers as this is the place where they are most likely to form their first impressions of the business idea and decide whether they wish to read the rest of the plan.Pay special attention to the framing in your executive summary by fully understanding for whom you are writing it and then appealing to their need for information.
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[bookmark: _Toc501275105]Introduction
Write a brief introduction. It is in this section that you might describe the purpose (or purposes) for your plan. 
It is particularly useful to use the entire introduction section to tell the story of your business concept.

[bookmark: _Toc501275106]Value Proposition
· Describe what your value proposition is. The value proposition outlines the benefits your venture promises to deliver. Note that you must be cognizant of from whose perspectives you are outlining the value proposition. A value proposition normally indicates why your business provides something that customers will be willing to pay enough for to ensure that the venture can sustain itself financially.
· In some cases, business plan writers include a secondary value proposition that explains why it should be appealing for investors to invest in the business.

[bookmark: _Toc501275107]Business Concept
· If relevant, this subsection may include a description of the history behind your business idea and the evolution of your business concept.Pay special attention to the ratchet effect when you describe the business concept. Make it short and sweet and only include relevant information that helps establish your credibility.

· Describe things like why you named the venture as you did and why you wanted to start this kind of business. Maybe you wanted to start this business because, for example, you have special skills you wanted to apply (but don’t duplicate material from the marketing and other parts).
· This section may be a good place in which to describe your business model. Expect that as you develop your business plan, your business model may need to change. For example, many business plans start out describing a business model that combines two or more business functions when it may be best to start with just one – for example, a manufacturing and retail operation might be best started out as only a manufacturing venture, or a store-based retail operation including online sales might be best started as only an online seller.

[bookmark: _Toc501275108]Vision
· A good vision concisely, using very few memorable words, outlines what the owner intends for the venture to be. It is what the owner aspires for his or her venture to become in the future. It is not a description of what the business does at start-up.
· The best vision statements are written in a way that inspires the stakeholders associated with the venture to achieve great things through it.
· After you write your vision statement, decide what it will look like to realize it. For example, if you are preparing a business plan for a retail store and set a vision to be the most recognized retailer in Saskatchewan for that category of product, does that mean that you will (1) have company owned stores in the larger centers across Saskatchewan, or (2) will change your business model to a franchise and achieve this vision that way, or (3) will sell your product across the province online, or (4) does being “the most recognized retailer in Saskatchewan” mean that you have one store, but you become recognized by winning awards and having a high profile rather than by making lots of sales?
· It is only by knowing what it will look like to realize your vision that you can aim your strategies toward achieving it.

MissionIncrease your plan’s strength meter by ensuring that your values are reflected throughout your plan. You can do this in your plan by sometimes referring to them when you explain how and why you plan to implement certain strategies.

· Mission statements should be very brief; a few sentences or a short paragraph.
· A mission statement indicates what your venture does and why it exists. It generally describes what the business does from the time when it starts-up. It might briefly describe the business strategy and philosophy.

[bookmark: _Toc501275110]Values
· Values statements describe the important values that will guide everything the business will do.
· They outline the personal commitments members of the organization must make, and what they should consider to be important.
· Values statements define how individuals associated with the venture behave and interact with each other.
· They should help the reader understand the type of culture and operating environment the owner intends to develop for the venture.
· If there are only one or two values statements, this section will look incomplete and probably strange. You should strive to list and briefly describe a reasonable number of values that are important to you, perhaps five or six.
· Use the following tool to test the effectiveness of your values and values statements. You might end up re-writing these more than once as you develop your business plan.
Tool to test the effectiveness of values and values statements:
· Say the words “we value” before verbalizing a value that you have listed. Would someone else hearing you say those words think that it makes sense as a value your company views as important?
· Consider how the value and value statement you wrote influences your behavior as outlined in your plan. For example, will you use one or more of your values to help guide you as you recruit and hire employees, establish training programs for them, deal with customers, and so on?Frame your final set of goals in a way that is meaningful to the targeted readers.

· Consider how the value and value statement you wrote is demonstrated by the strategies and plans outlined in your business plan.
Your vision, mission, and values are all related. Your vision is the flag that you plant at a point into the future that you aim to achieve by implementing your strategies. Your mission is what you will do at and following start-up. Your values provide the guideposts within which you will operate as you strive to achieve your vision.


[bookmark: _Toc501275111]Major Goals
· This is the second last section of your plan to write (or re-write) and finalize. Write or rewrite this section when you have completed everything except your executive summary. You should do this so your goals accurately reflect the plans you described in your business plan.
· This section lists the major organizational goals.
· Each goal should be:
· Specific, Measurable, Action-oriented, Realistic, and Timely [SMART]
· Realistic, Understandable, Measurable, Believable, and Achievable [RUMBA]
· Everything in your plan should align perfectly with these goals.
· Be sure to include real goals rather than means to achieve goals. For example, the following might sound like goals: “hire our fifth staff member in November 20xx” and “expand to a larger, 34,000 square foot facility in October 20yy”; but these are means to achieve goals. While these sound like goals, it is rarely the case that an entrepreneur would consider it a goal to hire someone or to move to a larger facility. Instead, entrepreneurs would consider the following to be a real goal (which might necessitate hiring the additional staff member) “achieve a $56,000 increase in sales during the November 20xx Christmas season over the previous Christmas season”.
· Sometimes it is useful to separate the goals into short-term goals and long-term goals.Increase your plan’s strength meter by indicating beside each goal where in your business plan a reader can look to read about the strategies planned for achieving each goal.












[bookmark: _Toc501275112]Operating Environment
In this section, you should include a few paragraphs of general information to provide the needed perspective for the rest of your plan. This section should normally include some good references to secondary sources that you used to paint the overall picture of the operating environment in which your business will function.















[bookmark: _Toc501275113]Operations Plan
The following are some key questions that you should answer in the operations plan.
· How will your business be organized in a legal sense?
· Will it be a sole proprietorship, partnership, corporation, or co-operative?
· Will it be organized as a for-profit or a not-for-profit?
· What are your facility plans?
· Where will your facility be located?
· The answer to this might be expressed as a set physical location, or it might be expressed as a set of requirements and characteristics.
· How large will your facility be and why must it be this size?
· How much will it cost to buy or lease your facility?
· What utility, parking, and other costs must you pay for this facility?
· What expansion plans must be factored into the facility requirements?
· What transportation and storage issues must be addressed by facility decisions?
· What zoning and other legal issues must you deal with?
· What will be the layout for your facility and how will this best accommodate customer and employee requirements?
· What constraints are you operating under that will restrict your capacity to produce and sell your product?
· Given these constraints, what is your operating capacity? This might be expressed in terms of units of production, sales, contracts completed, or in other terms.
· What is the workflow plan for your operation?
[image: ]
[bookmark: _Toc501275162]Figure 1. Workflow Diagram

· What work will your company do and what work will you outsource?
[bookmark: _Toc501275114]Operations Timeline
· It is often useful to include a timeline, in graphical or table form, showing when milestone events have occurred and are expected to occur.
· Milestone events are represented by the answers to questions like the following.
· When will you make the preparations, such as registering the business name and purchasing equipment, to start the venture?
· When will you begin operations and make your first sales?
· When will you move your operations to a larger facility?
· When will you offer a new product line?
· When will you hire new key employees?
· When will you begin selling your products internationally?
[image: ]
[bookmark: _Toc501275163]Figure 2. Operations Timeline – Sample 1

[image: ]
[bookmark: _Toc501275164]Figure 3. Operations Timeline – Sample 2
[bookmark: _Toc501275115]Start-Up
· What is required to start-up your business including the purchases and activities that must occur before you make your first sale?
· When identifying capital requirements for a start-up you should distinguish between your fixed capital requirements and operating capital (sometimes called working capital) requirements.
Fixed Capital Requirements
· What fixed assets, including equipment and machinery, must you purchase so your venture can conduct its business? Your fixed capital requirements generally include all of the assets you need to purchase for a start-up that can be depreciated.
· This section might include a start-up budget showing the machinery, equipment, furnishings, renovations, and other capital expenditures required prior to operations commencing.
· The best way to finance fixed capital requirements is often by attempting to match the financing term with the length of time the asset will be used by the company. Fixed assets generally last for a longer period of time, so they should be financed with longer-term loans or equity financing.
· Consider using a table like Table 1 to provide the necessary information about the fixed capital requirements your company has for start-up.

	Fixed Capital Requirements for Start-Up (prices shown include taxes)

	Depreciable Asset
	Source
	Quantity
	Total Cost

	Reception desk (Borders Plus Reception Package)
	Source Office Furnishings online catalogue (Saskatoon office, #1 – 805 Circle Drive East).
htps://www.source.ca/desks-workstations/reception-desks 
	1
	$1,053

	Office chairs for employees (Coolmesh Value Seating)
	Source Office Furnishings online catalogue
https://www.source.ca/office-chairs-seating/task-chairs 
	8
	$1,048

	Chairs for reception (Oliver mid-back swivel)
	Source Office Furnishings online catalogue
https://www.source.ca/office-chairs-seating/reception-chairs-sofas 
	10
	$3,085

	Building Renovations (see Appendix G)
	Quote from Acceleration Contracting Services (Saskatoon office, 548 Walter Crescent) 
	
	$89,458

	
	
	
	

	Total Fixed Capital Requirements for Start-Up (including taxes)
	$xxx


[bookmark: _Ref495838975][bookmark: _Ref495839097][bookmark: _Toc501275146]Table 1. Fixed Capital Requirements for Start-Up

Start-Up Expenses
· What expenses, if any, do you need to make prior to regular operations starting?
· This section might include a start-up budget showing the cash required to recruit employees, conduct market research, acquire licenses, hire lawyers, and pay for the other things required before making your first sales.
· The best way to finance operating capital requirements is usually by attempting to match the shorter-term utility of the assets or operating expenses with shorter-term financing methods, like trade credit, credit card debt, and using a short-term loan available through a line of credit.
· Consider using a table like Table 2 to list the start-up expenses along with the relevant information, like the sources for your information.

	Start-Up Expenses

	Cost
	Source
	

	Corporate Registry Fees (for-profit entities)
	ICS
https://www.isc.ca/CorporateRegistry/Fees/Pages/default.aspx#CR-FP-NRS
· Registration of Business Name $50
· Incorporation fee $235
· Company Name and Trade-mark search $60
	$345

	New Commercial Business License
	City of Saskatoon (requires annual renewal at 202x cost of $85)
https://www.saskatoon.ca/business-development/business-licenses/business-license-categories/commercial-business-license
	$133

	
	
	

	Total Start-Up Expenses (including taxes)
	$xxx


[bookmark: _Ref495838976][bookmark: _Ref495839111][bookmark: _Toc501275147]Table 2. Start-Up Expenses

[bookmark: _Toc501275116]Risk Management Strategies
· Include descriptions of the organization’s risk exposure in this section. Keep your plan simple and straightforward.
· Always include descriptions of the planned strategies for managing each of the risks identified. Four risk management strategies follow.
· Avoiding – You can avoid risks by choosing to not do something, like choosing to not offer a delivery service to transport your products to your customers yourself.
· Reducing – You might reduce risks by providing training or undertaking specific operational strategies designed to improve safety.
· Transferring – Entrepreneurs might transfer risks by purchasing insurance (transferring the risk of financial loss to an insurer) or outsourcing some activities (transferring the risk to a contractor).
· Accepting (assuming) – You might accept risks by self-insuring a vehicle fleet against physical loss. Note that you should probably still purchase liability insurance to protect against loss from negligence. You might also accept the risk of getting a stone chip in your vehicle’s window by having a higher insurance deductible amount. Sometimes entrepreneurs choose to accept risks and simply choose to deal with any potential losses themselves when the costs of avoiding or transferring risks are high.
· In this or another section, you should describe your control processes. For example, you should describe how you will implement controls if your employees will:
· handle cash generated as part of their work,
· have access to your computer systems (customer lists, customer information, product information, financial information, etc.),
· do work out of your view,
· sign for incoming supplies or inventory,
· communicate directly with customers, the media, and others.
· Consider using a tool like the chart shown in Table 3 to summarize the risks you have identified along with your assessment of their potential consequences, possibility of occurring, and plans for dealing with them.
	Risk Exposure
	Risk Consequence
	Risk Potential
	Mitigation

	Fire, flood, theft
	Possibly devastating
	Moderate
	Purchase insurance and monitoring system

	Bad debt
	Lost income and profit
	Moderate
	Credit checks, registered security, legal contracts


[bookmark: _Ref495828086][bookmark: _Toc501275148]Table 3. Risk Management Strategies

[bookmark: _Toc501275117]Operating Processes
· This is an important section of your plan. This is where you fully explain all of your operating processes.
· What you will need to describe in this section will depend upon the type of business for which you are creating your plan.
· Retail operation
· How will you ensure your cash is managed effectively?
· How will you schedule your employees?
· How will you manage your inventories?
· etc.
· Service operation
· How will you bill out your employee time?
· How will you schedule work on your contracts?
· etc.
· Manufacturing operation
· How you will manufacture your product (process flow, job shop, etc.?)
· How will you source your raw materials?
· etc.
· When you use charts like those that follow, always refer to them in the text of your plan so it is clear why they were included in the plan.
· It is also very important to format your charts correctly in your plan. They should generally not extend across more than one page. If the chart is so large that it must fall on two or more pages, be certain that the relevant labels and titles are included on all the pages.
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[bookmark: _Toc501275149]Table 4. Projected XXX Purchases for Years 1-4

· When inserting charts that you extract from your Excel financial model, format the sheet first so that you eliminate the grid lines, re-size the columns so everything fits in the chart and also on the page in your business plan on which you positioned the charts. If it adds value, enhance your charts with colors, lines, and other features that make them pleasant to read and so that they follow a consistent format.

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


[bookmark: _Toc501275150]Table 5. Projected XXX Summary for Years 1-5




[bookmark: _Toc501275118]Facilities
· You might include diagrams of the planned layouts for your facilities in this section.
[image: ]
[bookmark: _Toc501275165]Figure 4. Retail Store Layout



[bookmark: _Toc501275119]Organizational Structure
· This section might be the best place to indicate what organizational form your business will take (sole proprietorship, partnership, corporation, or co-operative), and why.
· This section might include information on an Advisory Board or a Board of Directors from which the company will seek advice or guidance or direction.
· An organizational chart is often included in this section.
[image: ]
[bookmark: _Toc501275166]Figure 5. Organization Chart

· The organizational structure section can provide a nice lead-in to the Human Resources Plan.


[bookmark: _Toc501275120]Human Resources Plan
This part of the business plan is very important because some business plan readers place a great deal of weight on who the entrepreneurs are and with whom they are surrounding themselves.
Business plan writers often say what they want to achieve – often things like the best work environment, an appealing organizational culture, and a diversified workplace. By themselves, these types of statements do not add much if any value to a plan. Adding the reasons why they want to achieve these things will improve the plan, but it is only when writers detail how they will achieve these things that they will advance their credibility and provide information that readers will value.
The following are some key questions addressed in human resources plans.
· How do you describe your desired corporate culture?
· What are the key positions within your organization?
· How many employees will you have?
· What characteristics define your desired employees?
· What is your recruitment strategy? What processes will you apply to hire the employees you require?
· What is your leadership strategy and why have you chosen this approach?
· What performance appraisal and employee development methods will you use?
· What is your organizational structure and why is this the best way for your company to be organized?
· How will you pay each employee (wage, salary, commission, etc.)? How much will you pay each employee? 
· What are your payroll costs, including benefits?
· What work will be outsourced and what work will be completed in-house?
· Have you displayed and described an organizational chart?
· What will be included in partnership agreements (can include a sample one in an appendix to the business plan if this would add value)
· What types of insurance systems will you have? For example, will you carry key person insurance coverage?

[bookmark: _Toc501275121]Leadership and Management Strategies
· What is your leadership philosophy?
· Why is it the most appropriate leadership approach for this venture?

[bookmark: _Toc501275122]Recruitment and Retention Strategies
· Explain how many employees are required at what times.
· Estimate the time required to recruit needed employees.
· Estimate all recruitment costs including the following:
· employment advertisements
· contracts with an employment agency or search firms
· travel and accommodations for potential employees to come for interviews
· travel and accommodations for interviewers
· facility, food, lost time, and other interviewing costs
· relocation allowances for those hired including flights, moving companies, housing allowances, spousal employment assistance, etc.
· You might include a schedule in this section showing the costs of initial recruitment. This schedule must then link directly with your start-up expense schedules.
· Note that many ventures start out without the need to hire and retain staff as the entrepreneur, along with a partner or a spouse, might intend to run the business on their own. In a case like this they should consider how to deal with situations like if they become sick and cannot come into work for a day (particularly if they operate out of a mall where they are required to be open every day).

[bookmark: _Toc501275123]Training
· What training is required because of existing rules and regulations?
· How will you ensure your employees are as capable as required?
· In which of the following areas will you provide training for your employees (note that you may be required by law to provide some of the following types of training)?
· Health and safety (legislation, WHMIS, first aid, defibulators, etc.)
· Initial workplace orientation
· Management
· Financial systems
· Sales
· Contracts
· Product features
· Other

[bookmark: _Toc501275124]Performance Appraisals
· What type of performance appraisal systems will you use?
· How will you manage your performance appraisal systems?

[bookmark: _Toc501275125]Health and Safety
· There may be legal requirements which should be noted in this section (and also legal requirements for other issues that may be included in other parts of the plan).

[bookmark: _Toc501275126]Compensation
· Always completely justify your planned employee compensation methods and amounts.
· Always include all components of compensation (CPP, EI, holiday pay, etc.).
· How will you ensure both internal and external equity in your pay systems?
· Describe any incentive-based pay or profit sharing systems planned.
· You might include a schedule here that shows the financial implications of your compensation strategy and supports the cash flow and income statements shown later.

[bookmark: _Toc501275127]Key Personnel
· You should usually include brief biographies of the key organizational people. They might be placed in this section or in an appendix.
Mentors
· Successful entrepreneurs often have a cadre of business mentors, or coaches, that help them by providing needed advice. It can strengthen a business plan to indicate who the mentors and coaches are.



[bookmark: _Toc501275128]Marketing Plan
· A formal marketing plan can be comprised of the following four major sections.
· Following the descriptions of the three major sections of a marketing plan, study the list of key questions that must be answered within a marketing plan in a business plan.

[bookmark: _Toc501275129]Market Analysis
· The market analysis contains customer profiles, constructed through primary and secondary research, for each market targeted. It also contains detailed information on the major product benefits you will deliver to the markets targeted.
· Describe the methodology used and the relevant results from the primary market research you completed. If you did not do any primary research, justify why this approach was acceptable and indicate what research will be done and by when and by whom.
· Include a complete description of the secondary research conducted and the conclusions reached.

[bookmark: _Toc501275130]Competitive Analysis
· The competition section fully describes the nature of your competitors. This section might be part of your market analysis if it makes more sense for you to include it there.
· describe all your direct competitors
· describe all your indirect competitors
· You should consider including a positioning (or perceptual) map, similar to that shown in Figure 6, to show where your product will be positioned relative to competitors’ products.


[bookmark: _Ref250135044][bookmark: _Toc501275167][bookmark: _Ref250135022]Figure 6. Positioning Map

· Another tool you can use is a competitor analysis like that showing in Table 6 in which you can develop a set of factors to rate on a scale to establish a competitive score against which to compare your company to your competitors.

	Company
	Factor 1
	Factor 2
	Factor 3
	Factor 4
	Competitive Score

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


[bookmark: _Ref501201842][bookmark: _Toc501275151]Table 6. Competitor Analysis

[bookmark: _Toc501275131]Organizational Analysis
· An organizational analysis primarily uses the firm-level analysis (they are essentially the same thing), which is one of the four levels of analysis (societal-level, industry-level, market-level, and firm-level) used to help make decisions and develop strategies. This section can use the firm-level analysis to provide needed context in preparation for presenting the marketing strategy. While the societal-level and industry-level analyses are often placed early in the business plan to provide the needed big-picture context early, an organizational plan is often placed within the marketing plan part (or sometimes in the operations plan section).
· A common approach to analyzing a new venture is to apply a SWOT analysis, but always ensure this analysis results in more than a simple list of internal strengths and weaknesses and external opportunities and threats. A SWOT analysis should always prove to the reader that there are organizational strategies in place to address each of the weaknesses and threats identified and to leverage each of the strengths and opportunities identified. A TOWS Matrix is a tool available to help with this. It evaluates each of the identified threats along with each of the weaknesses and then each of the strengths. It does the same with each of the identified opportunities. In this way, strategies are developed by considering pairs of factors.

[bookmark: _Toc501275132]Marketing Strategy
· The marketing strategy section is very important as this covers all aspects of the marketing mix including the promotional decisions you have made, product decisions, distribution decisions related to how you will deliver your product to the markets targeted, and pricing decisions.

Product/Service Strategy
· This section describes the strategic choices you are making relevant to your product or service. These strategies might describe elements like your planned quality levels relative to competing products and your plans for further product development. Refer to the list of key questions that must be answered within a marketing plan that starts on page 23 for insights into what your product strategies should address.

Pricing Strategy
· This section describes the strategic choices you are making relevant to the prices you will charge for your product or service. These strategies should usually be built upon the normal pricing strategies companies use like cost-plus pricing, penetration pricing, premium pricing, skimming, or any of a number of other pricing strategies you should research and consider for your business. Refer to the list of key questions that must be answered within a marketing plan that starts on page 23 for insights into what your pricing strategies should address.

Distribution Strategy
· This section describes the strategic choices you are making relevant to how you will distribute your product or service. You should consider the normal distribution strategies companies use like catalogue sales, retail store sales, online distribution, or any of a number of other distribution strategies you should consider using. Refer to the list of key questions that must be answered within a marketing plan that starts on page 23 for insights into what your distribution strategies should address.
· A mistake that some service-based business plan writers make is to simply state that customers will go their location to purchase the product. Use this section to describe the unique shopping experiences the customers will have or other reasons why they should want to go to this location.

Promotion Strategy
· This section describes the strategic choices you are making relevant to how you will promote your product or service. Refer to the list of key questions that must be answered within a marketing plan that starts on page 23 for insights into what your promotions strategies should address.


[bookmark: KeyQuestionsMarketingPlan]Some of the key questions that must be answered within marketing plans follow.
· Who are your customers going to be?
· Define your target market in terms of identifiable entities sharing common characteristics. For example, it is not meaningful to indicate you are targeting Canadian universities. It is, however, useful to define your target market as Canadian university students between the ages of 18 and 25 … or as information technology managers at Canadian universities ... or as student leaders at Canadian universities.
· Your targeted customers should be able to make or significantly influence buying decisions.
· Make sure your defined target market aligns completely with your marketing mix (including product/service description, distribution channels, promotional methods, and pricing). For example, if the target market is defined as Canadian university students between the ages of 18 and 25, the product component of the marketing mix should clearly be something that appeals to this target market.
· Provide a strong justification for targeting potential customers. It is usually a very weak approach to target customers on the basis of their demographic characteristics. Your business may be better off targeting potential customers based on psychographic characteristics.
· There are important implications associated with where you will get your customers, so you must make it clear that you understand from where they will come. Remember that there are only two ways in which you can attract your customers:
· You can steal them from other businesses they now patronize, or
· You can create new customers who do not now purchase the product you want to sell. To do this, you need to convince them to re-allocate some of their money from something else they had planned to buy to your service or product instead.
· Prove that you understand how your targeted customers make their buying decisions. Tell the reader how you plan to influence them to buy from you.
· What is the optimum marketing mix, and why is this one better than the alternatives?
· You will need to access, or conduct research to find out how your targeted customers make their buying decisions. Based on what you discover, you will need to figure out the optimum mix of pricing, distribution, promotions, and product decisions to best appeal to how your targeted customers make their decisions.
· What is your competitive advantage? What distinguishes your business from that of your competitors in a way that will ensure your sales forecasts will be met? What is your venture’s value proposition?
· You must clearly communicate the answers to these questions in your business plan in order to attract the needed support for your business. One caution is that it may sound appealing to claim you will provide a superior service as compared to the existing competitors, but the only meaningful judge of your success in this regard will be customers. Although it is possible some of your competitors might be complacent in their current way of doing things, it is very unlikely that all your competitors provide an inferior service to that which you will be able to provide.
· As a new entrant into the market, must you (a) attract your customers away from the suppliers they currently buy from, or will you be (b) creating new customers for your product or service? If you are attracting customers away from competitors, how will these rivals respond to the threat you pose to them? If you intend to create new customers, how will you convince them to reallocate their dollars toward your product or service?
· Prove that you have anticipated the responses competitors will have to your entrance into the market, especially if your success depends on these businesses losing customers to you.
· If your entry into the market will not be a threat to direct competitors, it is likely you must convince potential customers to spend their money with you rather than on what they had previously earmarked those dollars toward. Explain in your business plan how you will do this.
· What is your product or service? Why will this particular product or service appeal to your targeted customers better than the alternatives available to them?
· If your product or service is standardized, you will need to compete on the basis of something else – like a more appealing price, having a superior location, better branding, or improved service.
· If you can differentiate your product or service you might be able to compete on the basis of better quality, more features, appealing style, or something else.
· In what ways will you communicate with your targeted customers? When will you communicate with them?
· What specific messages do you plan to convey to them? How much will this promotions plan cost?
· Carefully consider which promotional methods you will use. While using a medium like television may initially sound appealing, it is very expensive unless your ad runs during the non-prime times. If you think this type of medium might work for you, do a serious cost-benefit analysis to be sure.
· You will likely develop your promotional plan around measures like the following. Remember to include the costs for all of the measures you use in your promotional plan in your business plan.
· newspaper ads
·  promotional pamphlets
· business cards
· advertising in telephone directories
· sponsorships (like purchasing uniforms for a little league soccer team)
· personalized pens and other promotional client give-away items
· donating items to charity auctions
· printing and mailing client Christmas cards
· doing the many things businesses end up doing on-the-fly
· join the local chamber of commerce
· join relevant trade organizations through which to establish important business connections
· setting up and staffing booths at trade fairs to help launch the business
· Add some discretionary money to your promotional budget if you are concerned that some important promotional opportunities might arise during the year.
· You should consider mapping out your promotional expenditures in a schedule like that shown in Table 7. Make sure that this schedule links directly with your projected cash flow statement and from there into your projected income statements.
· Be careful to avoid killer phrases which only serve to make a reader believe you have not done your homework. Some of these are common in the marketing sections of business plans. For example, avoid including phrases like these “there is no target market” and “any money left over will be allocated to a marketing budget”.

	
	
	

	
	
	

	
	
	

	
	
	


[bookmark: _Ref250130529][bookmark: _Ref250130500][bookmark: _Toc501275152]Table 7. Promotional Plan Years 1-2





· What are your sales forecasts? Why are these realistic?
· Your sales forecasts should be done on at least a monthly basis and linked directly with your projected cash flow statement. The projections must be accompanied by explanations indicating upon what assumptions and facts they were based. This is required to establish their credibility with readers of your business plan. 
· Many readers will initially assume your planned time frames are too long, your revenues are overstated, and you have underestimated your expenses. Well crafted explanations for all of these numbers will help establish credibility.
· See Table 8 for an example of a month-by-month summary of projected sales per product line.
· Table 9 is an example of a year-by-year summary of projected sales.
· If an assumption was made that some sales will be made on credit, you can use a visual like Error! Reference source not found. to summarize the projected cash and accounts receivable collections from sales on a monthly basis by product line. Error! Reference source not found. shows a year-by-year summary of these collections. This is an important table in that this data feeds into the projected cash flow statement. The previous tables showing the projected sales cannot be used to calculate cash flow, but are needed to determine revenue for the projected income statements.
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· What are your distribution strategies? What makes these strategies better than the alternatives?
· If you plan to use e-commerce, you should include all the costs associated with maintaining a website and accepting payments over the Internet.
· What are your pricing strategies? What makes these strategies better than the alternatives?
· If you intend to accept payment by credit card (which is probably a necessity for most companies), you should be aware of the fee you are charged as a percentage of the value of each transaction. If you don’t account for this you risk overstating your actual revenues by perhaps one percent or more.
· Be very careful how you phrase your statements.
· If you make a statement of fact, you must back it up with properly referenced supporting evidence.
· If you indicate a claim is based on your own assumptions, you must back this up with a description as to how you came to the conclusion.
· Unless you are stating something that is clearly common knowledge (but then you need to determine whether you need to make the statement), never make a statement without backing it up.
· What primary and secondary research have you done? Is it obvious to readers that you did research (indicated by properly referencing all of your sources). This research normally falls under the four levels of analysis, and you almost always must do analysis at all levels (see Error! Reference source not found.).



[bookmark: _Toc501275133]Financial Plan
It is nearly certain you will need to make monthly cash flow projections for five years from business inception. This is nearly the only way to clearly estimate your working capital needs and, specifically, important things like the times when you will need to draw on or can pay down your operating loans and the months when you will need to take out longer-term loans with which to purchase your fixed assets. Without a tool like this, you will be severely handicapped when talking with bankers about your expected needs. They will want to know how large of a line of credit you will need and when you anticipate needing to borrow longer-term money. It is only through doing cash flow projections will you be able to answer these questions. You also need this information to determine things like any needed changes to your required loan payments and when you can take owner draws or pay dividends.
Your projected cash flows enable you to develop your projected income statements and balance sheets.
[bookmark: _Toc501275134]Overview
· You should introduce the financial plan section of your business plan with a comprehensive overview that describes how you developed this section.



0. [bookmark: _Toc501275135]Proforma Income Statements


	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


[bookmark: _Toc501275155]Table 10. Projected Income Statements
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[bookmark: _Toc501275156]Table 11. Projected Balance Sheets



[bookmark: _Toc501275137]Proforma Cash Flow Statements
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	


[bookmark: _Toc501275157]Table 12. Year 1 Projected Cash Flow Statement



	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	


[bookmark: _Toc501275158]Table 13. Year 2 Projected Cash Flow Statement



	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	


[bookmark: _Toc501275159]Table 14. Year 3 Projected Cash flow Statement


[bookmark: _Toc501275138]Investment Analysis
· The investment analysis part of your business plan is the section in which you will provide a comprehensive assessment of your business, mainly based on your projected financial statements. 

[bookmark: _Toc501275139]Projected Financial Ratios and Industry Standard Ratios

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


[bookmark: _Toc501275160]Table 15. Projected Financial Ratios
· You should find relevant industry average ratios from sources like Stats Link Canada (2009). 
· Always accompany any ratios you provide with an analysis and interpretation of what they mean. It is never sufficient to simply calculate and list the relevant ratios. You must also provide valid interpretations of what they indicate and disclose. This will help you tell the story about why your business concept is viable. It will also help you understand how potential investors will interpret your financial information when they conduct their own financial analyses.
· When possible, ratios should be (1) compared with available industry average ratios, (2) past performance, if the business has been running for a few years, and (3) norms that you can derive from several sources.
[bookmark: _Toc501275140]Break-Even Analysis
· Break-even analysis can be done:
· (1) by formula (see Figure 7),Break-Even Point = FC / (P – VC) where FC = fixed costs, P = price, and VC = variable cost

[bookmark: _Ref501274950][bookmark: _Toc501275168]Figure 7. Break-Even Analysis

· (2) by copying your month-by-month cash flow statements into a new spreadsheet and manipulating them so that they become month-by-month income statements, and
· (3) by developing a chart showing the total expenses (fixed and variable) for running the business at ever increasing sales volumes alongside the corresponding sales figures and then flagging the sales volume at which total overall sales match total overall expenses (see Table 16).
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[bookmark: _Ref501274694][bookmark: _Toc501275161]Table 16. Break-Even Analysis
· Break-even is normally expressed in terms of when the break-even point is hit (year, month), how many units of sales represent break-even, and what dollar value of sales represents the break-even point.
[bookmark: _Toc501275141]Critical Success Factors
· You should identify the factors that, if they were to change, would most affect the plans you presented in your business plan. You can do this by manipulating some of the factors in your spreadsheets to see what the implications would be. For example, if your business plan shows the venture will be profitable after two years in business, how would this change if sales were five percent lower than projected?
· One common approach is to include three sets of financial projections; pessimistic, most likely, and optimistic.
· Critical success factor analysis is normally a description of the factors that most impact the business based on financial data. It is more than a written description describing the factors that impact the venture’s operations in significant ways, because it is founded in financial analysis.



[bookmark: _Ref495841183][bookmark: _Toc501275142]References
· You need to include references in your business plan to establish and build its credibility. No business plan writer will be considered by a reader to be an expert in everything in their plan. Consequently, you need to prove that the information you include in your plan is valid and reliable. For example, when you indicate what inflationary rates you applied to some of your cost categories, you need to reference a valid source like the Bank of Canada that projects future inflation rates. Include these references in a reference section like this.
· Every reference in this section must have at least one corresponding in-text reference in your plan. All in-text references must have a corresponding entry on the reference list in this section.
· Use a recognized referencing method, like APA. 
· While it is often just as easy to simply include all references in the reference list, it might be acceptable in some business plans to exclude some references, like supplier catalogues, from the reference list and instead include brief explanations accompanied by website links when citing where you found the costs for some of the items listed in your business plan. Also, your reference list should only include entries that the reader can look up by using your citation, so you do not include items like quotations from contractors in a reference list. See Table 1. Fixed Capital Requirements for Start-Up and Table 2. Start-Up for examples of references that can be included in tables and excluded from the reference list.
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