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Do I Need a Business Plan?


Not everyone who starts and runs a business begins with a business plan, but it certainly helps to have one. If you are seeking funding from a venture capitalist, you will certainly need a comprehensive business plan that is well thought out and contains sound business reasoning. If you are approaching a banker for a loan for a start-up business, your loan officer may suggest a Small Business Administration (SBA) loan, which will require a business plan. If you have an existing business and are approaching a bank for capital to expand the business, they often will not require a business plan, but they may look more favorably on your application if you have one. Reasons for writing a business plan include:

· Support a loan application. 

· Raise equity funding. 

· Define and fix objectives and programs to achieve those objectives. 

· Create regular business review and course correction. 

· Define a new business. 

· Define agreements between partners. 

· Set a value on a business for sale or legal purposes. 

· Evaluate a new product line, promotion, or expansion. 

The best way to show bankers, venture capitalists, and angel investors that you are worthy of financial support is to show them a great business plan. Make sure that your plan is clear, focused and realistic. Then show them that you have the tools, talent and team to make it happen. Your business plan is like your calling card, it will get you in the door where you'll have to convince investors and loan officers that you can put your plan into action. Once you have raised the money to start or expand your business, your plan will serve as a road map for your business. It is not a static document that you write once and put away. You will reference it often, making sure you stay focused and on track, and meet milestones. It will change and develop as your business 

evolves.


What’s in a Business Plan?

A business plan should prove that your business will generate enough revenue to cover your expenses and make a satisfactory return for bankers or investors.

· Executive Summary--features the highlights of your plan and sells your idea in two pages or less. 

· Company Summary--a factual description of your company, ownership, and history. 

· Products (or Services or both)--describes your products and/or services and how they stand out from competitive products and services. 

· Market Analysis--provides a summary of your typical customers, competitive landscape, market size, and expected market growth. 

· Strategy and Implementation--describes how you will sell your product, how you will put your plan into action, and establishes milestones. 

· Management Summary--provides background on the management team, their experiences, and key accomplishments. 

· Financial Plan - contains key financials including sales, cash flow, and profits. 

What makes a successful business plan?

· A well thought out idea. 

· Clear and concise writing. 

· A clear and logical structure. 

· Illustrates management's ability to make the business a success. 

· Shows profitability. 
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Executive Summary                                                                                 (sample business plan)

Sports for Everyone (SFE) will be in the business of selling athletic equipment and family games to people at every fitness level, from aspiring college athletes to weekend warriors to the elderly. With our knowledgeable staff we will provide an environment where everyone feels comfortable coming in and asking for training advice and discussing equipment needs. Based in Eugene, OR, SFE wants to be a recognized sporting goods store. An exact location has yet to be set, but owners are avidly searching for a high foot traffic location. Ideally that location would be in central Eugene where anyone can travel a short distance to find our store. We also plan to have a mobile "store" that travels to local retirement homes, civic centers, etc. to reinforce that people of all ages can be athletic. We fully expect to grow quickly. Many businesses start under the same assumption but due to work ethic, desire, job enjoyment, SFE is expecting to make a profit in the early stages of its life. Sales are forecasted to be conservative in the first month but are expected to increase by 2% each month thereafter, with a first year growth rate of 12%. This assumption appears to be accurate given the fact that the sporting goods wholesale industry is growing at an 11.5% annual rate.  SFE will be filed as an S Corporation where owners will be protected from various forms of liability and tax shields. In the early stages of business, we will be primarily debt financed through a local bank and the Small Business Association (SBA). We have forecasted the need for 60% debt, the owner and operator will invest the rest.  Depending on the timing of financing, we expect to have the store open by (insert month & year) and to produce strong profits by the end of that same year. 

The primary objectives for the store are:

· Brand recognition. SFE will be a recognized sporting goods in Eugene and stand out as a customized service for all its customers. 

· To be operating at a profit by the end of the first year of business. 

· Achieve a 15% growth rate in sales from years one and two, and then maintain no less than a 11.5% growth rate thereafter. 

· Maintain a constant gross margin of 40%. If we are able to do this and keep costs fixed, sales will be able to grow faster than total costs. 

The primary mission: 

SFE strives toward building long-term relationships with our customers and employees. Working within the community, promoting community service, and encouraging the additional education of our employees will be constantly emphasized by store management. We feel it is extremely important to give back to the community that supports our operations, while also maintaining an atmosphere where our employees have the opportunity to improve as individuals. 

Company Summary
 

SFE intends to provide customers with the quality products they need to maximize athletic performance and accomplish their physical and mental goals. We will provide our customers with a knowledgeable staff that enjoys working in an athletic atmosphere and helping others. We will be located in Eugene, OR where there is a high concentration of health conscious individuals and a devoted following to both high school and college athletics. 

With the intent to operate the store, I will be considered the owner of SFE. However, I will not be the only one with a capital investment in the company. A local investor will have equal shares in the business. The exit strategy for the local investor will be through payments from the store until the investor has received his original investment plus the payoffs found in a successful store. 

Under these circumstances, and the fact that the investment is a relatively small undertaking, SFE will be filed as an S Corporation. The ownership will be split up evenly between myself and the other investor, and the rest will be debt financed.

Products 


SFE will be a high quality sports store focused on showing customers what equipment, fitness and games are available to them at their athletic level and age. The store will be segmented by athletic level and skills. Customers will know they are looking at products in their physical capacity range.  
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The core products we will carry are:                                                                      (sample business plan)
· Athletic Shoes: designed for walking and running.
· Hand-held & mobile fitness equipment for light workouts. 

· Team equipment: football, baseball, softball, volleyball. 

· Sports Medicine: wraps, braces, etc. 

Market Analysis Summary 


The Eugene community is very active and has a great athletic heritage. It is the location of the University of Oregon, home to many running and hiking trails, and has a youth athletic center called Kidsports. Eugene also happens to be a growing community that has always supported the small entrepreneurs. Taking these factors into consideration, SFE will focus on these groups.

· Parents (Elementary & Middle School) 

· High School Athletes 

· College Students 

· Middle-aged Adults 35+ 

· Elderly 

We plan on developing the "everyday athlete" through an inexpensive postcard method. 

Market Segment 
We recognize the need for people to get/stay fit without spending thousands of dollars on expensive machines. SFE also wants to meet the needs of people who do not know what to do to get fit and need an easy, time efficient way to do so. Our equipment is geared towards smaller, hand-held more mobile fitness/strength building pieces. This equipment can be used by children to the elderly with little or no problems. 

Market Trends 
We will distinguish ourselves by marketing products not previously available to people who simply want to get/stay fit without an expensive gym membership, equipment and/or heavy time commitment. This potential group is not restricted to any one single country, continent, or age group, so there is a world market. We would of course be too basic for seasoned fit individuals. 

Market Growth 
Our price points will allow people to start a fitness routing when in the past, they may have been financially restricted. More and more people are discovering, and in many cases rediscovering, the health benefits of getting/staying fit. SFE wants to help eliminate even more of the financial and time barriers. 

Distribution Patterns 
We plan on offering shipping options through a discounted FedEx program, however, a majority of our targeted market is local and will not require shipping. A delivery service is being considered for local customers with a small fee. 

Competition 
SFE is forming its own market. While there are a few retailers in the area that sell higher priced fitness equipment, they do not offer products segmented by skill level/age groups, nor do they offer complimentary "training" to novices. Our few competitors are geared towards high-line customers, not youth and the elderly. They are also fitness only, whereas SFE will also sell equipment, apparel and footwear to address the complete fit individual in one location at a manageable cost.



Strategy & Implementation Summary 


At SFE, we will use a marketing strategy of developing long-term relationships with our customers. Being seen at various sporting events will be an integral part of getting our name out in the community. We want to be seen as a business that cares for our customers and wants to see them accomplish all of their goals. We want our customers to have complete trust in what our employees are saying. We want them to know all the information about what they are buying and what is best for them. If customers have a good experiences with what they purchase, not only will they more likely be repeat customers, but also they will tell friends about the quality of operations at SFE. 
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(sample business plan)


As stated in our market trend analysis portion; our strategy is to involve segments of consumers that have been otherwise excluded from fitness strengthening. We recognize the need for people to get/stay fit without spending thousands of dollars on expensive machines. SFE also wants to meet the needs of people who do not know what to do to get fit and need an easy, time efficient way to do so. Our equipment is geared towards smaller, hand-held more mobile fitness/strength building pieces. This equipment can be used by children to the elderly with little or no problems.


Management Summary 


The owner of SFE will also be the operator and decision maker. The philosophy behind the workforce will be one of total customer satisfaction and education. Since many customers are not aware of the many repercussions brought on by athletics, employees will be encouraged to continually gain new knowledge and insight. 

The personnel plan is also to employ 3 full-time employees to work rotating 2-shift schedules and 3 part-time employees to fill in with 4 hour shifts as needed. As owner, I will retain the Store Manager title and will employ my previous knowledgeable co-worker as Assistant Manager. We will both work rotating 2-shift schedules as well as fill in as needed.

Financial Plan 


SFE will regularly monitor all financial statements because they have a direct correlation with the health of our business. We have forecasted into the future with a steady but moderate growth rate where sales will grow by 2% every month. All sales will be in cash leading to positive cash flows whenever asset acquisition is maintained. Profits will be reinvested into the business in hopes of future product and store expansions. 

Important Assumptions:

· Growth rate of 2% per month. 

· Daily sales: shoes six per day @ $80 each, and apparel 24 items/day @ $25 each. 

· Growth will be steady throughout the year. 

Projected Profit and Loss 
Overhead, we predict early profits in the life of our business. Depending on the accuracy of our forecasts, we will adjust the amounts spent on marketing and other long-term assets that will add value to our business. 

Projected Cash Flow 
We will be working on a cash basis, where nothing will be purchased on credit. For that reason, the only periods we will have negative cash flow are when we go under expansion or purchase large quantities of inventory. As long as profits are above fixed costs we will be working with a positive cash flow. 

Projected Balance Sheet 
Among the importance of monitoring liabilities and assets, cash will be of particular importance to our organization. We will monitor this section of the Balance Sheet constantly. Without cash we will be unable to react to market changes or survive through tough economic cycles. It will also be extremely important to make monthly Balance Sheet ratios. For example, we will be able to make correct leverage ratios that will help in future planning and strategic decisions.


Supporting Documents 


These documents are pertinent to your business plan. They not only help show your commitment both financially and strategically, but also show commitment on the part of others involved.

· Tax returns of principals for last three years. 

· Personal financial statement (all banks have these forms.) 

· For franchised businesses, a copy of franchise contract and all supporting documents provided by the franchiser. 

· Copy of proposed lease or purchase agreement for building space. 

· Copy of licenses and other legal documents. 

· Copy of resumes of all principals. 

· Copies of letters of intent from suppliers. 
2008 National Sporting Goods Association
