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Twelve Steps to a Successful Business Plan
Step 2: Begin Industry & Marketplace Analysis

In Step 2 you will begin the extensive research necessary to create a successful business plan.  You will also begin to write segments of your plan.  Don’t worry if you do not have complete information at this point.  Do the best you can with the information you do find – you will be revisiting these topics throughout the planning process.

First you will begin work on the Industry and Marketplace Analysis section of your plan:
The Industry and Marketplace Analysis section dispassionately describes and outlines the industry and the marketplace in which you will compete.  When finished with this section, you and your readers should understand the dynamics, problems, and opportunities driving your industry and marketplace. 

Also, you will complete a first draft of the Product/Services Section of your plan:

The Product/Service section is a detailed description of the products and/or services you will be selling.  You should not assume that the reader is familiar with your product/service, so be sure to explain and describe it carefully. Begin to sell your idea here by generating some excitement about your product/service.  Be factual, but be enthusiastic. When readers have finished learning about your product or service, they should be primed to wade into the marketing and financial details of your venture.
Product and Service Description

The Product/Service Description section offers a detailed description of the products and/or services you will be selling.  You should not assume that the reader is familiar with your product/service, so be sure to explain and describe it carefully. Begin to sell your idea here by generating some excitement about your product/service.  Be factual, but be enthusiastic. When readers have finished learning about your product or service, they should be primed to wade into the marketing and financial details of your venture.
Introduction

Write a one-paragraph description that evocatively describes the experience of customers dealing with your company as they purchase your product or service.  Example (adapted from The Hill’s Kitchen business plan, Fall 1998):

Entering Hill’s Kitchen, customers are engulfed by the aroma of warm, hearty soups and freshly baked breads.  They relax to music and peruse our menu of original gourmet recipes and freshly baked breads.  A friendly and knowledgeable kitchen staff person greets them at the counter to offer suggestions and health information, and to take their order.  Within moments the customer is served a generous portion of hot, hearty, and delicious Hill’s Kitchen soup.  Accompanying the soup is a large slice of freshly baked bread and a fresh fruit choice, all of which can be carried out or enjoyed in our clean and comfortable dining area.  In just those few brief moments, Hill’s Kitchen has served another healthy and delicious meal, and satisfied yet another customer.

Description 

Briefly describe the product or service 

· What exactly is our product or service? What isn't it? 

· Who will purchase it? Why? 

· What is unique about our product/service?   

· What are its features and benefits? 

· How will it be priced?  What is your pricing strategy? 

Market Comparison 

In one or two paragraphs, position your product or service in its marketplace: 

· Who are our principal competitors? 

· What are their products? 

· Why is our product/service superior to the competition, and how is it different? 

Proprietary Rights 

What proprietary rights do we have to the product/service? (For many products, there are no proprietary rights and this subsection can be deleted.)P 

· Patents, copyrights, trade secrets, non-compete agreements? 

· Other proprietary knowledge or skills? 

Stage of Development 

Briefly describe the current status of your product or service: 

· Where is the product in its lifecycle (early, growing, mature, declining)? 

· Is it ready for the market, or is it in development? 

· If in development, how far along is it? 

· What obstacles remain? 

Industry and Marketplace Analysis

Industry Analysis

In this part of the Industry and Marketplace Analysis section, summarize the industry in which you will compete.  Most of the research you do for this subsection will probably be in a library, and will come from government statistics and trade organizations.  Other great sources of information about an industry are suppliers who sell to the industry, equipment manufacturers, and brokerage firm analysts, . Upon completion, your analysis will provide a "big picture" overview of the size and scope of your industry. 
Research Questions:

· How do we define our industry?  What is its NAIC code? 

· How is the industry segmented?  How are the segments defined? 

· What are current trends and important developments? 

· Who are the largest and most important players? 

· What problems is the industry experiencing? 

· What national and international events are influencing our industry? 

· What are growth forecasts? 

Marketplace Analysis

In the Marketplace Analysis subsection you lay out for the reader the specific market in which you will be competing. Your market will probably be smaller than the entire industry defined above.  For example, if you are opening a restaurant, your marketplace will be limited to the city, and perhaps a specific neighborhood, where you will be located. This is not the place to present your ideas and concepts, but to carefully and analytically describe the larger environment in which you will be participating.  Much of the research you do for this subsection will be or talking with experts in the marketplace, including potential customers, competitors, sales representatives, wholesalers, distributors, and retailers. Be sure and identify voids in the market which are currently not served, and which you presumably will fill. 

Research Questions:

· How do we define our marketplace? 

· How large is it and how fast is it growing? 

· How is our marketplace segmented? 

· What companies currently service this market? 

· What trends are important in our marketplace? 

Action Items

A. Write an initial draft of the Product/Services Description section of your plan (about 1 page)

B. Complete necessary research and write a draft of the first two sections of the Industry and Marketplace Analysis:


Industry and Marketplace Analysis



Industry Analysis (about 2/3 of a page)



Marketplace Analysis (about 2/3 of a page)



Customer Analysis



Competitor Analysis
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