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Twelve Steps to a Successful Business Plan
Step 8: Create Financials

In this step, you will further refine your cost estimates, and create the following financial statements:

· Income statement

· Break-even analysis

· Balance sheet

· Cash flow statements (5-year and first year monthly)

You will also describe your financial assumptions and results in the first two parts of your Financial Summary section.

Additionally, you will review and revise the major components of your plan:

· Industry and Marketplace Analysis

· Marketing Strategy

· Operations Strategy

· Development Strategy

Review Industry and Marketplace Analysis

Review the Industry and Marketplace Analysis and revise as necessary.  Ask yourself the following questions as you review this section:

A. Does our analysis demonstrate a thorough knowledge and understanding of our industry and marketplace?

· What information or data is missing that should be added?

· Does our analysis logically suggest a void or need in the marketplace that is currently unfilled?

· Does our analysis naturally suggest a need for the type of business that we are proposing?

· Is our analysis brief and to the point?

· Do we have necessary detail organized as appendices?


Review Marketing Strategy

Review the Marketing Strategy and revise as necessary.  Ask yourself the following questions as you review this section:

· Does our marketing strategy flow naturally from the needs and opportunities identified for our industry and marketplace?

· Does our customer strategy clearly define our target customers and our positioning relative to competitors?

· Does our product strategy make a compelling case that our business will feel a void in the marketplace? Of our target customers?

· Does our pricing strategy make sense given the marketplace, our product, and the competition?

· Will our distribution strategy effectively and efficiently deliver our product to our target customers?

· Will our advertising and promotion strategy effectively and efficiently inform our target customers about our product?

· Will our sales strategy effectively and efficiently introduce customers to our product and induce purchase?

· Are our sales and revenues figures credible, given our strategy?

· Does our entire marketing strategy make a compelling case that we will successfully address the needs of our customers and sell our product in the volumes we forecast?

Review Operations Plan

Review your Operations Plan and revise as necessary.  Ask yourself the following questions as you review this section:

· Does our operations strategy support our marketing strategy and the needs of the marketplace and target customers?

· Does our operations strategy create a distinct competitive advantage for our business?

· Does our scope of operations include activities that are critical to our success?  Do we subcontract or outsource activities that are not critical and are easily acquired in the marketplace?

· Does our scope of operations allow for lean and efficient organization, especially during start-up and early years of operation?

· Do our ongoing operations support our operations strategy?

· Do our ongoing operations allow for lean and efficient organization, especially during start-up and early years of operation?

· Do we outsource as many ongoing operations as possible, consistent with our marketing and operations strategies?

· Have we reduced our operating expenses to the minimum, consistent with our marketing and operations strategies?

· Have we investigated all possible means to reduce operating expenses in start-up and early years, including lease arrangements, subcontracting of services, temporary labor, et cetera?

· Does our Operations plan generally present a compelling case that we will use operations to create a distinct competitive advantage with our customers?

Review Development Plan

Review your Development Plan and revise as necessary.  Ask yourself the following questions as you review this section:

· Does our development strategy support our marketing strategy and the needs of the marketplace and target customers?

· Does our development strategy support our operations strategy?

· Have we identified all of the important steps needed to start our business?

· Is our timeline reasonable?  Can we make our milestones?

· Have we identified and addressed important risks in the development of our business?

· Have we incorporated sufficient personnel needed to execute our plan?

· Have we identified all of the significant expenses needed to execute our development plan?

Action Items

A. Carefully review and integrate the major sections of your plan:

· Industry and Marketplace Analysis

· Marketing Plan

· Operations Plan

· Development Plan
B. In the Financials Excel workbook, complete the following spreadsheets:

· “Extra” – include any extraordinary expenses (e.g., startup costs)

· “Taxes” – estimate tax rates appropriate for your business type

·  “WorkCap” – estimate required working capital


C. In the Financials Excel workbook, carefully examine and review the automatically generated “Income” spreadsheet.  Answer the following questions:

· Will your business make money?  Are your results credible?

· Are your costs of goods sold, gross profits, operating expenses, and net earnings in line with your industry?  If not, can you justify the difference?

· What refinements need to be made to subsidiary spreadsheets to create a more compelling income statement?


D. In the Financials Excel workbook, complete the following spreadsheets:

· Balance – verify that assets and total liabilities (inc. equity) balance

· CashFlow – how much funding will you need to maintain positive cash balances?

· Funding – assume all equity funding at this point

· Note:  you will need to iterate through these three spreadsheets to provide adequate funding, keep positive cash balances, and get your balance sheet to balance.

E. Create a monthly cash flow statement for your first year of operations

· Verify that your monthly cash flow statement reconciles with your 5-year statement

F. Write succinct descriptions of your financial results in the Financial Assumptions and Financial Forecasts subsections of your Financial Summary:

Financial Summary

· Financial Assumptions

· Financial Forecasts

· Capital Requirements

· Financial Risks

· Exit Strategies
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