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Twelve Steps to a Successful Business Plan
Step 4: Begin Operations Plan

In Step 4, you will begin work on your Operations Plan:

The Operations section outlines how you will run your business and deliver value to your customers. Operations is defined as the processes used to deliver your products and services to the marketplace and can include manufacturing, transportation, logistics, travel, printing, consulting, after-sales service, and so on. In all likelihood, about 80% of your expenses will be for operations, 80% of your employees will be working in operations, and 80% of your time will be spent worrying about operating problems and opportunities. Be sure that you carefully link the design of your operations to your marketing plan. For example, if high quality will be one of your comparative advantages in the marketplace, then design your operations to deliver high quality, not low costs. Remember that you will probably have to make trade-offs with your operations.  It is impossible to have the lowest costs, highest quality, best on-time performance, and most flexibility in your industry all at the same time. Often, higher quality means higher costs, lower costs means less variety and less flexibility.  Be careful how you make these trade-offs so that you can deliver products to the market in accordance with your marketing plan!   Operations research questions:

· How will we produce and deliver our product/service? 

· What will we do in-house, and what will we purchase (make vs. buy)? 

· How will we use our operations to compete? What comparative advantages do we have with our operational design? 

· What will be our relationship with vendors, suppliers, partners, and associates?

The first Operations section that will be addressed in this step is the Scope of Operations of your business where you will determine what to do internally, what to contract out.


You will conclude the Industry and Marketplace Analysis section of your plan with a draft of the Competitor Analysis subsection.

In the Marketing Strategy section, you will work on the Pricing Strategy and Distribution Strategy subsections.

Operations Plan

Research Task. Informally interview two or three entrepreneurs and operations managers working in your industry and marketplace (or in similar industries and markets).  From these interviews, begin to understand the critical issues you will confront in operating your business.  Be able to answer the following questions:

· How will we use operations to add value for customers in our target market

· How will we produce and deliver our product/service? 

· How will we use our operations to compete?  

· How will we make trade-offs between costs, quality, timeliness, and flexibility? 

· What comparative advantages will we create with our operational design? 


Introduction

Scope of Operations
Examine each step of your processes and determine which should be kept in-house (make), and which should be subcontracted (buy).  As you examine each task, ask yourself the following questions.  

Make. If you answer yes to most of the following questions, it suggests that the process step should be undertaken in house:

· Does this task involve proprietary or special skills unique or special to us?

· Does this task help to differentiate our product or service from the competition?

· Is this task critical to the perceived value of our product or service?

· Are there large transactions costs (money, time, inconvenience, etc.) involved with subcontracting this work?

Buy. If you answer yes to most of the following questions, it suggests that the process step should be subcontracted to an outside vendor:

· Do outside vendors have proprietary or special skills that involve this task?

· Is the task routine and/or mundane that does not differentiate our product?

· Does the task add little perceived value to our product?

· Can we purchase the task more cheaply than we can do it ourselves?

 Industry and Marketplace Analysis

Competitor Analysis

Identify your direct competitors (competitors that sell similar products or services to your potential customers) and indirect competitors if any (competitors that sell related products or services that may substitute for your product or service).  Carefully define the attributes and characteristics of these competitors and their products/services: 

· Competitors:  size, location, target market, and other important characteristics

· Products:  price, quality, features, distribution, and other important attributes

 “Visit” three or more of your competitors to verify your findings above.  A visit can include a physical visit to a store, a phone call, viewing a web site, talking with employees, or sending for literature and information.  If challenged, UNDER NO CIRCUMSTANCES SHOULD YOU MISREPRESENT YOURSELF!

Ask yourself:

· What does this competitor do well?

· What does it do poorly?

· Why do customers purchase products/services here rather than somewhere else?

· What can our business do better? Where are we vulnerable?

Marketing Plan

Product/Service Strategy

Describe how your product has been designed and tailored to meet the needs of your target customer, and how it will compete in your target market: 

· What specific product/service design characteristics meet the needs of your customers? 

· What differentiates our product in our target market? 

· How does it differ from that of our competitors? 

· What are the strengths of our product/service? Weaknesses? 

· Why will customers in our target market buy our product rather than the competitions? 

· How will we differentiate ourselves from our competitors? 

· Why will customers switch to or select us? 

· How quickly and how effectively can your competitors respond to our business? 

A useful tool for understanding the relationship of your business to that of your competitors is a product-attribute mapping that compares your products/services to those of your competitors on several important attributes.  For example, a product-attribute map might compare your quality and price profile to that of your competitor.  

Action Items

A. Write an analysis describing the competitive landscape of your industry and marketplace:

Industry and Marketplace Analysis

· Industry Analysis

· Marketplace Analysis
· Customer Analysis

· Competitor Analysis

B. Write a draft of your product/service strategy for the marketing plan.  As part of your research for this section, construct several product attribute maps to demonstrate how your product or service compares with that of the competition.  You may or may not decide to include your attribute map(s) in the appendices of your plan.

Marketing Strategy

· Target Market

· Product/Service Strategy

· Pricing Strategy
· Distribution Strategy
· Advertising and Promotion Strategy
· Sales Strategy
· Marketing and Sales Forecasts
C. Complete a draft of the introduction and scope of operations subsection of your plan:

Operations Plan

· Introduction

· Operations Strategy

· Scope of Operations

· Ongoing Operations
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