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because additional factual information would change the situation
(assuming more information could be obtained), but is due to the fact
that the differences in policy position are based upon philosophical
differences. Accordingly, in my view~ we'do not need mo~e data--but
simply policy decisions.

Sincerely,

9riginnl signed by

James E. Denny
Acting Assistant Ceneral

Counsel for Patents

Enclosures:
1. ERDA 76-16 w/appendices
2. Patent Regs. - F.R. 7/13/77

cc: J. M. Deutch, DOE, w/o encls.
K. P. Ewing, DOJ, w/enc1s •
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Mr. Ky P. Ewing, Jr.
Deputy Assistant Attorney General
Antitrust Division
U.S. Department of Justice
Washington, D.C. 20530

Dear Hr. Ewing:

I am enclosing a copy of my letter to Dr. Jordan J. Baruch which supplies
the information he requested during yesterday's meeting on Government
patent policy. I believe that you may find a lot of the information of
interest.

Dr. Baruch's letter has enclosed a copy of the initial ERDA Report to
CO)1gress which you specifically requested. Of~particular interest in
the main volume is the historical summary of Government patent policy,
the review of legislation enacted in this area, and the development of
the ERDA-DOE legislative patent policy. Appendix C provides a tran­
script of our public hearings and written comments on ERDA patent policy
and on compulsory licensing.

Roger Andewelt has access to the information referred to in the letter
to Dr. Baruch as being in the possession of .Bar ry Grossman. If I can
provide you with any additional information or assistance in considering
this policy issue, please let me know.

.:
Sincerely,

br1Sina~signee! by

James E. Denny
Acting Assistant General

Counsel for Patents

Enclosures:
ec of ltr. w/encls. ·

to Dr. Baruch

cc: Dr. J. Baruch, Commerce
R. V. Allen, Justice ---did not encl.

ERDA 76-16 or Pat Regs.
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A NOTE ON YOUR TEAM'S OVERALL APPROACH

'" A business plan is where imagination meets discipline. '"

A business plan is not a checklist, where you address sections one by one. It is a living,
breathing document. You are telling a story, and bringing a venture to life. It is about a
company, not a product or an idea. A company has many facets, and these are reflected in the
various sections of the plan. Most critically, the sections are highly interdependent. They must
be internally consistent and "hang together". As you subsequently make changes to one section,
you will find yourself having to go back and make adjustments to a number of other sections.

It is the discipline of the plan that will help you see critical flaws in your idea, in how you plan
to price, in your cost requirements, in your operational approach, in your marketing methods and
so forth. You will have to continually adapt as you learn more about this business and the
industry within which it will operate. Using the plan as a framework, it will help you to 'tweak'
or adjust aspects of what you propose to do in ways that make the venture more viable.

A business plan is also an objective and fact-based document. Address the upside and the
downside. Make clear you understand what can go wrong. Be conservative. And importantly,
the plan is not written in first person, so be sure to eliminate all use of '1', 'We', 'Our' , and 'Us' .
Use your company name to refer to the business.

It is critical that you organize your team in a logical fashion. If you divide sections among
people, some sections require multiple people for a number of weeks, others might only require a
single person and can be accomplished in a shorter time period. Do the financials last, but the
economics fairly early in the process. The market section will be the hardest and take the
longest. You should start on it right away. A logical approach is to break the overall plan down
into 'FBRERSTAGES.

• First, attack four key sections: the Industry, the Company/Concept/Products, the Market,
and Economics (think of this as stage one); These sections will lay out the nature of the
opportunity and how you are going to capitalize on it;

• Then, go after the Marketing, Design and Development, Operations, and Management
'Team sections (stage two); These sections really get at the nitty-gritty of how you will
make things operational;

• Finally, address the Risks and Assumptions, Timetable, Financials and the Offering or
Deal (stage three). Here you focus on implementation, what can go wrong, how the
business will perform, and how much money is needed .

Be sure that you have people assigned to ensure the internal consistency among sections in the
final document.

Ultimately, write this plan for yourself, not for a course or an instructor or a competition. It will
be an invaluable part of your professional portfolio, and it will give you a skill set that you will
use for the remainder of your professional life.
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THE PLAN IS WORTHLESS IF YOU DON'T DO THE
RESEARCH:--Some Helpful Tips

,~.

The best plans are almost always the ones where the teams gather the best information, do the
most library and secondary research, do the most field research (talk to prospective competitors,
customers and suppliers), and dig as deeply as possible for information. Not only does more
information help you to better justify positions, and ensures you have anticipated the real
challenges, but it is a rich source of creative inspiration-s-when you see some of the .more
innovative approaches and techniques being employed by others. Most of the answers you seek
are hard to fmd, do not exist in one place, and must be pieced together. The research for a great
plan is truly a "scavenger hunt".

We have prepared for you an excellent resource regarding where you can find key facts, figures
and insights. Many, but certainly not aU, ofthe specific sources are availableelectronically.
Please go the website below as a beginning point for your research:

(note the Band P
must be-upper case)

If you limit your search to looking on the web through Google or some other search engine, you
will mtss most ofthe best research that will support your venture. In addition to the site
above that we have prepared for you, it is vital that you go to the library (can do this on-line) and
do-a search usingABI-Infonn (on Syracuse U. website, click Research, then Library, then
Databases, then Business and Management, thenABI-Inform. Then enter the key words that
relate to your venture. There are many other rich sources of information and data, from Mintel

.- Reports to a wide array of government publications such as County Business Patterns.

The librarians can be extremely helpful. You are especially encouraged to seek help from the
government publications .librarian. It is also vital tbat you get out in the field and talk to
suppliers, competitors, customers, trade associations, and'potential investors. They will
open your eyes to things thatyou simply had not considered.

Remember thata business plan is not a term paper, so references should be used sparingly.
NORetbeless, they should be used and a 'references' or 'key sources/should appear at the back
of the plan. Cite references to key numbers or research that support your case. When you
conduct .interviews, cite the date and place of the interview in your 'references' section.
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REQUIREI) ,OUTLINE FOR BUSINESS PLANS
Department OfEntrepreneurship ami Emerging Enterprises

. . Syracuse University

I. THE INDUSTRY

n, THE COMPANY, CONCEPT AND PROn{JCT(S) OR SEJlVlCE(S}
. -., n ' " - - -. >

A. The Company and the Concept
B. The Productts) orServicesfs)
C. Entry and Growth Strategy

IV. THE ECONOMICS OF THE BUSINESS

A. R~enue. Sources and Gros~ and Operating Margins
B. .Fixed and VaI'i,able Costs
C. Operating Leverage an.d its Implications
D. Start-up Costs
E. BreakevenChart and Calculation
F. Overall Economic Model: Logic of Profit
G. Profit P()t~nlial lindDurability

m. MARKET RESEARCH AND.ANALYSIS
A. Definition of Your Relevant Market and Customer Overview
B. Market Size and Trends
C. Buyer Demographics anctBuyer Behavior
D. MarketSegmentation and Targ¢tiflg
E. Co~etitionlU1d Competitive Edges
F. Estimated Market Share and Sales Figures
O. Ongetng Market Evaluation
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THE MARKE'fINGPLAN
A. OVerall Marketing Strategy
B. Pricing
C. The Selling Cycle
D. Sales Tactics
E. Advertising and Sales Promotions
F. Publicity

v.

EXECUTIVE SUMMARY
• Opportunity Statement
• Business Concept and Product or Service
• Description of the Target Market
• Competitive Advantage
• Essence ofMarketing Approach
• Economics and Breakeven
• Technology and Operational Issues
• The Team
• Financial Highlights
• Financing Needs aridHow the Team Proposes to Raise the Money
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G. Customer Service

H. Warranty or Guarantee Policies

I. Distribution

VI. DESIGN AND DEVELOPMENr PLAN
A. Development Status and Tasks

B. Difficullies and Risks

C. Product Improvement and New Products

D. Projected Development Costs

E. Proprietary IssueslIntellectual Property (patents, licenses, copyrights, brand names)

vn. OPERATIONS PLAN
A. Operations Strategy and Plans

B. Operating Model and Cycle (front stage and backstage)

C. Geographic Location and Physical Location Requirements

D. Facilities and Improvements

E. Equipment Requirements

F. Capacity Levels and Inventory Management

G. Legal Issues Affecting Operations

VIII. MAN.j\G£M£NT TEAM
A. Key Management Personnel and Responsibilities

B. Organization Structure

C. Management Compensation and Ownership

D. Other Partners and Current Investors

E. Employment and Other Agreements, Stock Option and Bonus Plans

F. Board of Directors

G. Oth~ S}lI~reholders, Rights, and Restrictions
H. SupportingYrofc:ssional AdVisors and Services

5

..... IX. OVERALL SCHEDULE

.-.

X. CRITICAL RISKS, P,ROBLEMS, AND ASSUMPTIONS

Xl. FINANCiAL PLAN (5years ofstatements go in appendix)
A. Highlights of the Financial Statements
B. Months to Breakevenand "to Positive Cash Plow
C. . K ey:FinanciaI Assumptions (unless.coveted in preceding section)
D. Key C.ost Controls
E. .pro Forma Income Statements
F. Pre-Forma Balance Sheets
G. Pro Forma Cash Flow Analysis

XII.

XlIJ.

;PRo r OSED COMPANY OFFERING
A. Desired f ipancing

B. .Proposed Offering

C. ,capitalization

D. lise of Funds
E. Investor's Return

APPENDICES (including one on key sources used)
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SUGGESTED LENGTH FOR THE SECTIONS OF YOUR
BUSINESS PLAN

Below are some general guidelines for the length of the key sections ofyour business plan after
you have done final editing and streamlining:

Table of Contents (l page)
Executive Summary (2-3 pages)
Industry Description (2-3 pages)
Company, Concept and Products/Services (2-3 pages)
Market Analysis (3-5 pages)
Economics of the Business (2-3 pages)
Marketing and Communications Strategy (2-4 pages)
Design and Development (2 pages)
Operations Plans (2-4 pages)
Management Team (1-2 pages)
Risk and Assumptions (1-2 pages)
Timeline (1-2 pages)
Financial Projections and Highlights (1-2 pages) (note: financial statements will be in
appendices)
Offering (1 page)
Appendices (no more than 15 pages)

Please note: As a general rule, plans are much longer with the first draft, and then through
revisions are edited down to a content-rich but streamlinedfinal version. Page length is
determined by the audience for the plan. In some instances a plan ofno more than l O'pages is
preferred. For the Capstone Competition and course the business plan should consist ofno more
than 60 pages in total (i.e. including all text, exhibits and appendices. For the Syracuse Panasci
Competition, plans should not exceed 35 pages plus J5 pages ofappendices (total of5(Jpages).

FORMATTING AND USE OF TABLES AND FIGURES

It is generally expected that you will use one inch margins on all sides, and a 12 font. Anything
less than an 11 font is not acoeptable.Spacing is up to you, but plans a typically either double­
spaced or 1.5 spaced. You should cite key references in the text using the following notation in
parenthesis at the end of the sentence from which the citation is taken: (author, year). Thus you
will put (Jones, 2006) jf Jones is the author. If there is no author, you will put the source and the
date, as in: (U.S. Department of Commerce, 2007). If a direct quote, cite the page number, as in
(Jones, 2007, p. 45). There then should be a complete set of references at the end of the.plan.

Bring the plan alive. One of the worst things you can do is to write a plan that consists ofpage
after page of unbroken text . Use headings, sub-headings, and sub-sub-heading to break up the
text. Just as critically, use tables and figures (exhibits) to break up the text, to illustrate key
points, and to bring the plan to life. It is often possible to significantly shorten the text in a given
section by using a couple of tables and figures. A picture or diagram can tell a vivid story. Be
sure every table and figure is numbered, titled, and referred to in the text.
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A BREAKDOWN OF THE MAJOR SECTIONS 0FYO,UR
BUSINESS PLAN

THE EXECUTIVE SUMMARY (2-3 pages max)

Although this is the first section of the plan, the Executive Summary is the fas;tSection to be written. The Executive
Summary concisely summarizes the essence ofthe business and the key de-cisionsmase by \he ernrepreneurial team
in each area of the plan. It is not merely an abbreviated business plan. The reader shotl,tdbe able to get a clear
picture of the business, but at the same time should be enticed to want to read more. . .

Many teams fail to consider adequately their markets, their customers and a business model that will enable them to
achieve success. Instead they often get wrapped up in an interesting technology or product, which is not the Same
thing as an attractive business. The questions below win help you focus on the aspects of your executive summary
that are relevant to the business plan. These are some initial eonsiderationsth atfirs t time readers (venture capitalists,
banks, business plan judges, etc.) leok at before going on to evaluate themembef:'SofJbe team and the soundness of
any financial projections. Make sure that you executive summaryprovides answers to these questions in addition to
giving the reader an overview of the highlights from your business plan for the new venture.

Opportunity Statement:

.
• What is the nature of the opportunity or problem?
• Why is the opportunity now? What is the size of the opportunity?

Business Concept and Product or Service:

- •

•
•
•

r-."

How would you describe the business to a potential investor, team member, or customer if you badonly a
short elevator ride to share together? Make sure you have a succinct and powerful way to expr.ess- your
business concept.
What is unique about this venture?

Develop a brief concept statement for the product or service that can be shown to potential customers.
How will the product be used? What are some unique features? What existing prob,lem(s) will yOU.solve
With.your seryice or product offering? What are the primary benefits to Customers? How does your solution
improve or replace current offerings? .

Competitive Advantage:

•
•
•

What special knowledge or technology do you possess and how will you protect it?
What are the. barriers to entry? Who will the competitors be?
How will your service or product compare to those of your competitors in terms of usefulness, cost, styling,
ergonomics, time-to-market, strategic alliances, technological innovations, compatibility with related
product, etc?

Description of the Target Market:

•
•
•
•
•

13riefly define your relevant market.
What is the current size and expected growth of your target market?
What segments will you be targeting?
Who Wi1J your first cnstomerts) be?
What proof can you offer that your target customers will value your product or service?

DREAM:> BliLIEVE > PURSUE



Essence. of Matk~ting APPtoach
. ;1 _: .,

• What do you need to do very well in order to win this market?
• Indicatethe key marketingmethods used to accomplishsales
• Summarize your pricrng position relative to the rest of the industry
• . Summary the distribution channel approach

Technology and Operational Issues:

• What lethnology will you emrl'lpy?
• \lihue areyou in terms of R&D on the p,opuctslservices?
• Wiltproductionbe handledby.you or outsourced?
• . What is unique about your approach to productionor operations?

The Team: '

• Whoare you and why can you do this?
• Brieflysummarize youl'''team's qualifications.

Economics:

• What are the finn's margins and volumes?
• Is the cost structure more fixed or variable?
• Make clear the model for making money.

Flnanefal i:!igbJights:

• When will breakeven be achieved?
• What is tne level ofpotential sales afyour ptbduetorservice?
• What levelof'profits do you expect to achIeve?

Financial Need:

8 ~-,
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•
•
•

Howmuchmone)' are'yC>iI request1ng?
From whiit sources are youloolOngfor moneyarid iriexchange for what (e,g.,how much equity)?
What·the rate of return investors wiJl receive? .
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SECTION J: THE INDUSTRY

The "industry" refers to the larger landscape, as in the "computer hardware wholesale industry" or the "card and gift
industry" or the "architectural services industry". The focus here is em what is happening in, and the relative
attractiveness of, lhe indusuy -es.a whole. You arelooking at theefltke industry in the \).S. or globally; As such, this
section does not involve any description of your company or your local market. TWssection of your plan needs to
include: the~following infermation:

• Summarize the industry in which the proposed business will operate. Give the relevant SIC l NAICS code
for the industry. How is theindustry constructed/segmented?

• Discuss briefly industry site (in dollars) and annual growth rate (%) ; Where is the industry in its life cycle-­
-emerging, early growth, rapid growth,eady maturity, maturity, decline?

• Discuss the structure of the industry at present. How concentrated or fragmented is the industry? How
many players are there, and how many are large versus small? Who are the largestand most' important
players in the industry? Outline Porter's 5 forces and draw conclusions. Provide a diagram of the value
added chain to illustrate the key players in the industry.

• Highlight key trends in the industry. These can be found in the trade literarure. Are costs going down or
up? What about prices? Discuss any new products or developments, the rate of new productdevelopment,
new markets and customers, new selling approaches, new pricing methods. new requirements or
regulations, new entrants and exits, new technologies, and any other national or economic trendsand
factors that could affect the venture's business positively or negatively.

• Determine the key success factors for the industry and draw conclusions..What are the winners able to do
consistently that the losers or also-rans tonot do?

• Find standard financial ratios for the industry and summarize key ones.

SECTIiJN II: THE COMPANY, CONCliPT, AND PRODUCT(S) OR SER VIeE(S)

Now the focus turns to your own venture. First outline the nature of the entity you plan to create and where you are
in thatprocess, then capture the essence of your business concept and explain that concept, then detail iHe products
and services YQu anticipate selling,apd then udk awut,your entry approach and yourvision forgrowth.Qver·tJl~ .n~t

five years.

A. Tb~ Company and the Concept

•

•

•

What form will the co~any ta)ce (e.g., partnership, S-co1l'oration, LLC, etc.), where will it be based, and
When will it commence operations?
~ summarize the company history, how the concept was discovered, as well as the current status of
the company. Spell ounhe mission and .mainobjectiz'esof the company:
Describe specifically the concept of the business (i.e. your unique value proposition . ..the COre benefits
you will provide to a user, the need or paiiiyou willa~dress) .
, , - :;;" , - .< '.

B. The Product(s) or Servicets) Mix

-.
•

•

•

'.

Describe in some detail each product or service you willbe sdling (what it is andisn't - describe the
pr,O'duct fully 811d,provide pictures or a brochure in the .l'lppendix if you can). Begin to sell yourj<:t~ber:e..by

generating some excitement ~bou,t y~QT ,Pl oduet or servJce. . .
Discuss the application (what it Goes) of the product or 'service and describe the primary end use as well as
any significant secondary applications (who will use it and w:hy).
Provide a picture (a diagram) oCthe intended depth and breadth of your product/service mix and which
prOOlJClS will likely generate the lion's share of the revenue
'Emph~sizla"y uni~e feat~res ofl!ie prodUct or ~e~jc'e and how these will create or add si~jficant value'
also; hiQhlight any differences between what is currently on the market and what you Witl offer"that will '
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account for your market penetration. Be sure to describe how value will be added and the paybae]; period to
the customer. More specifically, discuss how many months it will take for the customer to cover the initial
purchase price of tbe-productor.serviee as a r~suh of its time, cost or productivity improvements. Describe
the competitive strengths and how it diffet;entiatesyoU'from competitors.

• Include a description of any possible drc8wbacks (including obsolescence or ease of someone else copying
the product or-service.

• Discuss any head start you might have thai would enable you 10 achieve a favored or entrenched position in
the industry e.g. proprietary rights (patents, copyrights, trade secrets or non-compete agreements. Describe
the key factors thaI dictate the success of your product/service. Describe any features of the product or
service that give it an "unfair' advantage over the competition e.g,proprietary knowledge Qr sitills.

• Discuss any opportunities for the expansion of the product line or the developmc;nt ofrelated products or
services. Emphasize opportunities and ·~~Wain how you will take advantage of them.

C. Entry and GrowtbStrategy

• How will you initial ly enter the market?
• Share your vision for where the firm will be in five years.
• Summarize how quickly you intend. to grow durin~ the first five years and your plans for growth beyond

your initial prodUct or service.
• Discuss bow you witl create barriers to entry in terms of others copying your success.

SECTION III: MARKET RESEARCHAND ANALYSIS (aka 'THE MARKET')

This section of the business plan is ope of the most difficult to prepare, yet it is arguably the most important. Other
sections of the business plan depend on the marke;research and analysis presented here . Because of the importance
of market analysis and.the critical dependenceof 9th~r parts of the plan 011 the information, you.are advised to

prepare this section of the busine-ss plan with great attention to detail: Take enough time to do this section
thoroughly and to check alternative sources of market data.

Thisscction $hQuldconvince the reader or investor that you truly know your customers. It should convince.the
readerdia1yont'prod*et or service a) will have a substantial market in a growing industry; and b) can achieve sales

in the face ofcompetiticn. For example, the predicted sales levels directly influence such factors as the sizeofthe
mantifacturin8 operation, the marketing plan, and the amount of debt and equity capital you will require. Yet most
entrepreneurs seem to have g~ difficulty preparing and presenting market research and analyses that show that
their ventures' sales estimates aresQund and attainable. Consult industry publications, articles in trade magazines
and trade 'associatiu JiS to undecsr.anq how the indl,lslt'y defines, identifies and segments its customers. Then lWPly
yourself creatively by integrating the infonna.tion in 8 unique way .

A. Defiuition of Your Relevant Market arid Custemer'Overview

• Provide a very specific definition of your relevan t.market, WJ!lere will your specific customers.come from?
What are the parameters that you are using to dd ine·the relevant market?

• Discuss who: the customers for the productls) or servic~(s) are or will be.
• Provide general demographics for the customers base in your-defined market (note: below you will get inte

segmentation ofthis market and d~sct:il>torsof segments). .
• Make-itclear if you must serve more than one market (e .g'.• a website that must sell both t o advertisers and

to users of the site). Include separate discussions of the issues below fOJ\~achmarket:

B. Mllr.ketSize and Trends:
- ,

• For your defined market, estimate marketsize and potential in dollars and units. You wi.ll need to "invent a
methodology" for making these estimates besed on the kinds ofdata you are able to fine . .

DRlt4» :> BELIEVE> PURSUE
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• Note the key assumptions that your projections are based upon .
• Estimate the size of the primary and selective demand gaps.
• Describe also the potential annual growth rate for at least three years of the total market for your product(s)

or servicets) for each major customer group, region, or country, as appropriate,
• Discuss the major factors affectingmarket growth (e.g., industry trends, socioeconomic trends, government

policy, and population shifts) and review previous trends in the market. Any differencesbetween past and
projected annual growth rates need to be explained.

C. Buyer Behavior:

• Here you want to get into who buys, when, why, where, what and how.
• Who is the actual purchase decision-maker? Does anyone else get involved in ,the buying decision-process?
• How long is the customer's buying process (from where they have never heard of your product through

when they make a purchase).
• What are the key stages or steps in the customer's buying process and what happens in each stage that

might have marketing implications?
• Show who and where the major purchasers for the product(s) or service(s) are in each market segment.

Include regional and foreign countries, as appropriate.
• Indicate whether this is a high, medium or low involvement purchase and draw implications.
• Indicate whether customers are easily reached and receptive.
• Describe customers' purchasing processes, including the bases on which they make purchase decisions

(e.g., price, quality; timing, delivery, training, service, personal contacts, alipolitical pressures) and why
they might change current purchasing decisions.

• Discuss interviews you have had with users of this product or service category.
• List any orders, contracts, or letters of commitment that you have in hand. These are far and away the most

poweJ1rul data you can provide. List also any potential customers who have expressed an interest in the
prodUct(s) erservlcets) and lndieere why. Also explainwhat you will do to overcome negative customer
reactionIndicete.how quickly you believe your product or service will be accepted in the market.

• List and describe your five potentially largest customers. What percentage of your sales do they represent?
• In what way are customers dissatisfied with current offerings in the market place or what emerging

customer groups are being ignored?

D. Market Segmentation and Targeting

Discuss how your defined market can-be broken down into specific market segments. Be creative and
insightful in describing the existing segments.

• Note that potential customers need to be classified by relatively homogeneous groups having common
identifiable characteristics (they must be homogeneous in terms of needs or buying behavior). What
characteristics define your target customers (demographics, psychographies, benefits sought, information
sources utilized, product usage rate, etc.).

• Include a table summarizing the various segments.
• Which segments represent the greatest sales potential?
• Indica.le whichsegments you will be prioritizing.

E. Competition and Competitive Edges

• Identify potential/actual direct and indirect competitors. DO NOT INDICATE THAT THERE IS NO
COMPETITION. Make a realistic assessment of their strengths and weaknesses. Discuss the 3 QrA key
competitors and why customers buy from them, and determine why customers might leave them .

• Assess the substitute andlor alternative products! services and list the companies that supply them, both
domestic and 'fore ign, as appropriate.

• Discuss Ihe current advantages and disadvantages of competitor products and the extent to which they are
not meeting customer needs.

DREAM> BELIEVE> PURSUE
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• Compare competing andsubstinne pr~C1sot services ~n"he buis of marketshart, sales,distrib1llion
methods, economies ofscale, and production. Review the finaijcial}1osition, resources, costs, and
pr,ofrtabitity of the cbmpetition,and.t1)eir'profil trends.
Compare also important altributessudl as quality, price, performance, delivery, timing,service, warranties,
and pertinent features of your product/service.with those of competitors.
Compare ~.ije fulld,meot-al valjJe tha~;]$added 'or createef1!ly your~duct or service, in terms ofeconomic
benefits to tile custQmerlind to your·,competi\ors.
Indicate any knowledge ofdOfllpetitors' 8et1ons, or lack ofaction, that could lead you to new or improved
products and an advantageous position. Why aren't they doing what you wiJ.J_fk>ing? Discuss whether
competitors are simply sluggishor non-responsive or are asleep at the wheel.
Indicate who are the service, pricing..performance, cost, and ql!~~Y: l~ders. Discuss why any companies
have enteredor dropped QUi of tlle matket in recent years. . .

FremwHal YQu '. ~~ comp.~}-t?~::,~ra~'".l,n.why~y.are vulnerable an~ why yeu can
capture a share 0 business. Wh~tf.!l&i y.o:p.~jJ WlU bepossible to compete WIth them.

F. Estimated Market Share and Sales:

\

•

•
•

•

Summarize what it is about your prodUct(s) OJ service(s) thai will make it saleable in the face of ourrenI and
potential competition. Mention, especially, the fundamental.valueadded or created by the productts) or
service(s).
Discuss which customers could be major purchasers in fnnire years and why.
Basedon your assessm~tlt oHht advantages for your product or service, the market size and trends,
customer, the competition and their products, and the trends of sales in prior years, estimate the share of the
market and the sales in units and doltars that you will acquire in each of the next three years. Remember to
show assumptions used in your calculations. 00 NOT INDICATE THAl' IT IS A $lOC} MILLION
MARKETAND THAT YOU oNiY HAVf£ TO CAPTURE EIGHT TENTHS OF ONE PERCENT TO
BREAK EVEN·nAS THAT MAY SEEM EASILY ACHIEVABLE TO YOU BUT IT IS NOT!
~h~w .how the growth of the company sales in u.nitsand its estimated m~et share are related 10 the growth
qfIts industry-and custonrersand the strengths and weaknesses of competitors. Remember, the assumptions
used to estimate market share and sates need to be clearly stated.

G. Ongoing Market 'Evalua tioJ):

• Explain how you will continue to evaluate your target markets so as to assess customer needs and service
and lOiuide product-improvement programs and -new-product programs, plan for e~pa.nsions of-your
production facility, and guide product/service pricing. Explain how you mS;~e the necessary strategic

<chaJ1ges inyourplan.

SECTION IV: THE ECONOMICS OF THE BUSINESS

The economics of the business address the basic logic of profit in your business . Two companies in-Ihesame
industry might make profit in very different ways. Will this be a high.margin, low volume business with low fixed
costs? Will it be a low margin, high volume business where the cost strucfitti: is predbminandy vaf'i'alne'? What's it
going to-Jake to breakeven?

A. Revenue Drivers lind .Profit Margins:

• Summarize.the major revenue.sources (products and services) ofthe business and proportionale1)' where
you expect to make yeurraoney,

• Describe the size of the gross margins (i.e., seiling 'price less cost of goods sold or variable costs) and the
for each Ofthe product('s)aOlt/or servicets) you are selling Where you have multiple products or'product
lines, calculate the contnbution margin for each product line and then determine the weighted average

DREAM> BELIEVE> PURSUE
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~9J)trib.utiQn mar~in~ by w~tgblil,)gU1e" ipdiv~d~l , ~otuributjql'l margins, based 011 the percentageoftotal
sal~ ex;pectedto comefrcm tba~prqdu~t line,. -Hichide results ofyour overall contributiQn .analysis.

B. Fixed and Variable Costs:

• Provide aAetailed summary of·lt:~ij ~nd~e costs, indoijarsand as a percemages of total costs, for the
product Ofservice you offerand th~volum~ dfpurcba~e~an<bllles UPQ~ wllic'1nh~eare~~ed. For
ana1y~i~ pulpose$.c@ssi(Y~nti~vari4Pl~ C~(S . l!~ either hJted'or '¥.ar.iable. . '

• Show"re1'v~ntilt~,~eq1hmarbt<J;S:oS~:'" . ' ,

C. Operating Leverage iQ,d its I~lit"ioRs

• Characterize whether your cost-stnJCturt ~'~.~fJ}xed.or va(iaa(~ amf:~ indicate tne
implications. For example, if you have a*1iJt'.ii<COfrt~Chlre. youhave hlgb operatingJeverage which
means it takes longer to.reachbrea!f.even, biH oncethere;,inuch .J11oreofyour revenueflows .$tra.igbt to the
bottom line. High operatiQg feverag~ (highfix"t:d costs) suggests a Eiskjerventure,at least initially.

D. Start Up Costs

Distinguish the one-time start-up costs of the business from the ongoing operating costs.

E. Overall Economic Model

• Put 1he pieces above together. Indicate how you will make money in terms of the combination of-margins,
volumes, optrat'Ulg leverage and revenue saurceflexibtJ'jty. 1'Iowattractive is this cotnbinaUon?

F. Bre*ke.v~n'CbartandCalculation

• Make «lear what your unit of analysis is for the pp,rposeof calculatingbreakeven,
• .Calculatc; breakeven and prepare a chart that shows when breakeven wilIbe re.ached and any stepwise

cpange$ iP- .bre~ke'{en that may.occur. Present 'a chan for the break-even point in the appendix.
• Discu;s'tbeQ.reak"t:ven shown for your vel)\in-e~and -.vhether it wiD be easy or difficult to auainbreakeven,

includin$a discussion ofthe~ize ofbreak~c:ven salesvoJ1,lrne relative to projected total sales, t,he size of
.gross n1Argins an4price sensltivify. a.q,how thehrw-eWn point Il!ighl be lowered in case the venture
falis·~",(;,rt.ofsalesprQj~tions. . .

G. Profi( Potential and Durability:

• Describe the magnitude and expected durability of the profit stream the business will generate (before and
;iftcr Ulxes)anu reference appropriateindustry benchmarks, other competitive intelligence, or your own
relevant experiente.

• Addre~ the issue of hQwsQlidor vujperable lJreprofit s~amappears to be.Provide reasons why your
proth-siteam'issblid' or Vul-nerable. S\JCQ_as bilrii~ 'f6~rltry you can 'create, your tecbnQlogic~l ant,qta.rlcet
lead time , and so on . "

seCTION V: 'THE MARKETING PUN
, .. I

TheMarketingTrap describes how your ptojec;ted ~l~ will actva~iy be aetained.lIow will you make sales actually
happen?Ag,reaJ idea is meaningl.e~s if youc~ot finac"'~toitlers.'Thus.,tJijs secqol1 bttilds on the Market Section,
where iOu 'defined YO'Qr®,d(~.. arid outlined y6~r targeted segments .lUld thelr buyer behaVior. Themarketing plan
needs toprovide-detliilori the overall"marketingstrattg)"thatwUI CJtplOitiheo:pPOJ~ and'youT competitive
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advantages, Includes discuss:iolttl( sales aad service pOlicies, pricing, distributioi'l) promotion and advertising
strategies, andsaiesprojeetions. n~ marketing plafheeds to describe what is 'to be done, 'how it will be done, when

it will be done, and who win do it.

A. Overall Marketing Strateg~':

• Describe the specificJllark~.ing philosophy and strategy ofthe company.glven the value c hain and
channels of'disuibutionin the mar!ce( niche(s) you are pursuing. Include, for example, a discUssion of the
kinds of customer groups thathave already placed orders, have expressed an interest, or will be targeted for
either initialintensive selling efforts. 'Explain how you will try to position your products or services in the
marketplace and in the mind~ ofpa~iCl1lar target audiences.

• How will yO\! different,j~t~ '\lour J)t'oductls~ce from your competitors?
• Make itclear hO>V·~Q'Ur~lbti.ng1tl'altgyt~fle<tts the eharacteristies of the primary .market segments you

will be -targeting..' ! " . ,

• Indicatewhether the productts) or $i:!rvice(s) will initially be introduced internationally, nationally,
regionally, or locally; explain why, an6 todicate anyplans for extending sales at a tater date.

• From an overall standpoim, make it clear whether marketing efforts will center on personal selling, media
advertising, 0' what (you w#t g,et into specifics below).

B. Pricing:

• Discuss pricing strategy, including the prices to be charged for your product and service, and compare YOUJ'

pricing policy with those of your major competitors, including a brief discussion of payback.tin months) to
the customer.
• .Explain how the price you set will enable you (1) toget the product Qf service accepted, (2) IQ. maintain

an increase in your market share in the face of competition, and (3) to produce profits.
• Justify your pricing strategy and differences between your prices and those for competitive or

substitute products or services in terms of economic payback to the customer and value added through
newness, quality, warranty, timing performance, service, cost savings, efficiency, and the like.

• If your product is to bepriced'lower than those of the competition, explain how you will do tllis and
maintain profitability (e.g., through greater value added vial effectiveness in manufacturing and
distribution, lower labor costs, lower material costs, lower overhead, or other component ofcost).

• Discuss pricing structure, or how your prices will differ by aspect ofthe product Orservice, by
customer group.and by lime andform Ofpa)'mem (e.g., the discount structure).

• lDiscuss rhe use ofspedalpnceolI'ers, rebates, coupons, an(l so forth. This can be done under price or
under sales promotion.

• In the MARKET section you described the customer's buying process. Now, map out a selling cycle or
process that reflects that buying.process. How do you plan to move! 8 customer from never having
heard ofyou 10 being a loyal user?

• Make it vividly clear how }'ourov~lI~r of'persone! sellliJ&, advertising, andpubli<;:ilt'5' will'reflect a,

1:t1~n(f,of tOols that nl9VeS'yO\ic'iarg,elcustomer tlri'ough their buyingprecess. '

D. Sat6TactKs

,'"

.... "!'-,

•

•

Describe the methods (e.~." ~n sales force, sales r-epresentatiiV~, reaqy-11'lade ~qUf8cturel'S" sales
organizations, d.irectman; or distrip\llol'$) tha'! Will,be used to filale sales and distribute-the product or
service. Also include both the initial plans and longer-range plans for a sales force. Include a
.discussion of any special requiremeots (e.g., refrigeration). '
Describe how distribmors or selesrepresentatives, if they are used, will be selected wh~n they will start
to represent Y~t ~ea.r~ta~y will epyer .and the bu.ild~u~ '~lJead count) of'dealers and
representatives bymonth, and tbe expected sales to be made byeach.

_____. r------- ..... ..._.. ......_0;, •• a ..vallll~'" va. """""VJ.JVIIII\.o UiJ. ·Y-I.lncK. u, I _Ur.: ( :IJ~I",mp_r SITIn '~l1t.. "-llr..trt.d .. ""..,....., ' ,.. ...
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• Ifa direct sales force il;t~ be used, indicate bow it will be structured and at .what rate (8 head count) il
win bebuiltup;indicateifit'is to tep:lace a dealer or representative organization and, if so, when and
how. How will you recruit, train and compensate the sales force?

• Show the sales expecred.per salesperson per year and what commission, incentive, and/or salary they
are slated to receive, and compare these figures to the average foryour industry.

• Present a selling schedule and a sales 'budget that includes aUmarketing promotion and service costs.
• Discuss any seasonal trends tbat underlie 'he cash-conversion cycle.in the industry and what -can be

done to promote sales out of season. .

E. Advertising and Sales Promotions:

•

•

•

•

•

•

Describe the media approaches the company will use to bring it$-pmdu.ct Qr service to the attention of
prospective purchasers. How will you inform your target market about the .aveilability of your
product/service and continue to communicatethe behefits you are efferingto that market
If direct mail, ml,lgazine,neW,spaper. orother ~edi~, telemark~ti~g,or catalog sales are to be used,
indicate the specific channels or vehici\s, costs (Per 1,.OOO), and .~xp~cted response rates !Jnd.yield (as
percentage) from the varioas media, and so on, used. Discuss howtbe.sewill be built up.
For original equipment manufacturers and for manufacturers of industrial products, indicate the plans
for trade show participation, trade magazine advertisements, direct mailings, the preparatien of product
Sheetsand promotional Iiterarure, and use of advertising agencies. .
For consumer products, indicate wha~kind of advertising andpromotional campaign is pla)}l1ed to
introduce the product. Specify types of media to be employed and what kinds of sales aids will be
providedto dealers, what trade shews, an.d$0 forfh, are required.
Present a schedule and approximate costs of promotion and advertising (direct mail, telemarketing,
catalogs,etc.), and discuss how these costs will be incurred. Determine the total marketing budget
required. . .
Note any vital or buzz marketing efforts you plan to employ.

F. Publicity

• What methods will youuse to get fre~ publicity for your business?
• What sort ofguerriUa publicity tactics wiit you employ?
• Howmight you ~reate news? .

• How will customer service be defined and measured?
• What system will you have in place to manage customer service and ensure service levels are

consistent?

H. Warranty or Guarantee PoUcies:

•

•

•
•

If yOUl! cQIllpan.y wjlJoffer a prQdt\et4hat will~ire service, warranties, or traif.!,ing, indicattl the
impottance of these tei the customers' purchasing:decisions and discuss your mettJo.d.ofhandling
service problems.
Describe the type and terms of any warranties to beoffered, whether company service4?e.opl~
agencies, dealers and distributors wiJl handle service, or simply return to the factory.
lnd~tetbe proposed~e for se!yic,e-c,aJ~s andwhe~er~ice will be-a profitabte or loss operation.

,~gJ:llt,lare ¥our' serVice, W~,rraQ~.and ' ustom.er trajninaipractjce~Joth~se . 9fprrnpipal c()wpetitors.

1. Distribution:

• Describe me methods of distribution you will employ. Why is th.is best/berter?

__..,.. r.. ..- .. uu..a...l.w
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• Discuss the value chain and the resulting margins to be given to retailers, distributors, wholesalers, and
salespeople and any special policies regarding discounts , exclusive distribution rights, and so on, given
to distributors or sales representatives and compare these to those given by your competition.

• What distsiburion channel(s) will be important to your business? How will you gain access 10 these
channels? Note any special Issues that need 10 beresolved, or present potential vulnerabillties.

• Explain any methods to be employed to obtain distributor cooperation and support.
• If international sales are' involved, note how these sales will be handled, including distribution,

shipping, insurance, credit, and collections.

SECTION VI: DESIGNAND DEVELOPMENTPLAN

This is a very important section for those teams developing a non-existent product, doing research and development,
having technical obstacles to overcome, or seeking patent or copyright protection. However, if you are in a business
where research and development is not a major issue (e.g., retailing, many consumer services), then you can leave
this section out and just address and technologies you plan to employ in the OPERATIONS section.

The nature and extent of any design and development work, and the time and money required before the product or
service is marketable, need to be considered' in detail. (Note that design and development costs are often
underestimated.) Desig.flind devc;:lopment might bethe engm~ringwork necessaryto convert a laboratory
prototYPe to a "finished product; the'd~j~ ofspecial toolfhg; Ine W()rK ofan industrial designer to make a product
more attractive and saleable ; or the identification and organization ofemployees, equipment, and special techniques,
such as the equipment, new computer software , and skills required for computerized credit checking, to implement a
service business.

A. Development Status and Tasks:

• Define the present state of development of the product or service and how much time and money will be
required to fally develop. test, and introduce the product or service. If appropriate provide a drawing, or a
summary of the functional specifications and photographs of the product, ifavailable.

• Explain what remains to be done 10 make the product fully useable and ready for sale.
• Describe briefly the competence or expertise that your company has or will require to complete this

development.
• List any customers or end 'Userswho are participating in the development, design, and/or test ing of the

product or service. Indicate results 10 date or when results are expected.
• How do you intend to ramp-up your business? Give a readmap ofhow you ere going to get from where you

are-now to where you want to be in the future.

B. ,Difficulties and Risks:

•
•

Identify any major anticipated design and development challenges and approaches 10 their solution.
Discuss the possible clIett'on the cost ofdesign and development, on the time to market introduction, and
·so fonh, of such problems.

c. ProduttJmprovement and New Products:

• Inadd,i~~on to d;escribiJl~ thedeveJopment of the initial products. discuss any ongoing design and
development Worln hat i§ plltntll~d to keep product(s) or servlce(gJ competitive and to develop new related
produous) or service(s) ilia! can be sold to the same group of customers. Discuss customers who have
participated in these efforts and their reactions, and include any evidence that you may have.

DREAM;> BELIEVE> PURSUE
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D. Costs:

• Discuss the design & development budget, including costs of labor, materials, consulting fees, etc .
• Discuss the impact on cash flow projections of underestimating this budget, including the impact of a 15 10

30 percent contingency.

E. Propt:ietar)' Issues (THIS IS WlIERE YOO,J)ISCUSS INTELl.ECTUAL PROPERTY):

....-.-..
•

/~. •
•
•

Describe any patent, trademark, copyright, or intellectual property rights you own or are seeking.
Do you have any trade secrets?
Describe any contractual rights or agreements that give you exclusive or proprietary rights.
Discuss the -impact of any unresolved issues or existing or possible actions pending, such as disputed rights
of ownership, regulated to proprietary rights on timing and on any competitive edge you have assumed.

SECTION YI1: OPERA TIONS PLAN

The operations section outlines how you wilt run your business and deliver value to your customers. Operations is
defined as the processes that deliver your products/services to a customer or user and can include the production
process for delivering your service to a given customer, manufacturing process if you are a manufacturer,
transportation, logistics, travel, printing, consulting, and after-sales service. It also includes such factors as plant
location, the type of facilities needed, spac-e requirements, internal processes, capital equipment requirements, and
labor force (both full- and part-time) requirements. -

Fora maihjfacturina 'business j the manufacturing and operations plan needs to include policies on inventory control,
purchasing, production control, and which parts 'of the product will be purchased, which functions will be
outsourced, and which operations will be performedby your workforce.

A service pusiness or I! retail business may require particular attention to location (proximity to customers is
generally a must) , the service deliv"eryor-merchandisin& system, minimizing overhead , and obtainingeornpetitive
productiVity from a labor force. In many cases, up to 80% of yolJr expenses will be for operations, 80% ofyour
employeeswill be.involved 'inoperations and 80% of your time wiH be spent worrying about operatingpr~lems .

You will probably have to make trade-'olfs with your operations --,~it is impossible 10 have the lowest <lOSlS;:highest
qUality, best on-time delivery and most flex ibility in your industry all at the same time . This is where you have to
make trade-off decisions that fit your other plans.

A. Operating Model and Cycle:

•

•
•

•
•

•

Outline the operations process for your business. Identify the inputs, operations (key steps or stages) and
outputs (present a flow diagram). nus is a·day in the Jife of actually producing your product or creating and
deliverjhg your service-- -walk us through the l'nec~nics of doing so.
Distinguish.your model for managing' front stage ' ve~s 'back stage' operations.
Whea:e are you likely to have bottlelrtecb ·jn yoursetviC~ delivery Or manufacturing precessandhow will
thesebe anticipated and addressed.
Describe the leadl1ag times that characterize the fundamental operating cycle in your business.
Explain bow arty seasonal production loads will be handled without severe dislocation (e.g., by building to
inventory using part-time help in peak periods).
What quality consistency issues exist andlhow will quality consistency be ensured? What controls exist, for
instance, to ensure every burger is cooked exactly the same?

n. Operations Strategy and Plans:

• Descnbexbe management of the manufacturing processes involved in production of your producus) - wnai
will Y<ilU do in-house and what will you purchase (i ,e. make versus buy decision) or outsource? or

DREAM> BELIEVE> PURSUE



C. Geographic Location:

D. Facilities, Equipment and lmproJ:Jents:

SECTIQNJl'11I: MANAGEMENT aLtM
This section of the business plan includes a ~ription of the functions that will need to be filled, a description of
the key managel11entpersonnel and their primary duties, an outline of the organizational structure for the venture, a

<ie.se.. ription 0.[.th.C.b.·.. Oa... f.'d .Of. d.i.lec.to1S and ke.
y

PJdT.... i..S.OTS.,'.a d.e.s.CT.iP...t.. ion of me..OWlret.ShiP.positiOtl ofSi1y Othe.t.lnves'..Q.rs,
and so forth ••You need to Present indicationW commitment,such as the willingness of team members to inithdly
accept rnodl!SlsaJmie$' an~ of theexistence of me proper balance of technical, managerial, and business lI)Cills artd
experience in doitfgwbilt is proposed. D . ..'"

o
o
o
o
o
o
D

o
o
o
o
o
o
D

D

o
o
o
o
D

D

o
D

Descrlt5eany particular legal issues ~cting your operations. As examples, In a food service operanen,
cettain permits and venting are reqtW; in a production operation with outsourced prodUction;there are

1*1issu,es governing the outsourc~a~ee...men.• t; wh.eo.. 8..e1.. tin~ through a manufacturers rep or arctail
cbaROOI there are legal issues affectt!!&lthedistributionagreement; when setting up a franchise system there
are legal issues tied to the franchising agl"eementi when selling something OR a university campus there.are

leS,.8-:I....c.... om.·.b.aill.t.·..5r i.ll. o.pel. It..l.·.n&....Ott. thefC'l'1D.. ". .·.pus.;.w... hen opera\ing i..Il. ee.J l'fi.}II Goun.ldes tb<re UJayb..••~ so:rne legal
Of. rc;gulatory issues that requireatt~n, and so forth. Note that legal issues affecting inteUectual property
are Imhclledin the 'Design arid Devoment' section. .

Describe the planned geographic 10Qon of the business. Include any location analysis, site selection etc.
that you bave done
Discuss any advanta~s or diS3dvatQs. of the sit~ location in t;rm5 of such factors as lahor (inclUding
labor availabte; wheUier workers are uhionized. and wage rate), cioseness to customer and/or suppliers,
aceess eo tra1.1SJ1QrtatlOll,state ana l~taxes ana la#SC).ncllldmg ZOl11ng regul$tlons), access to llUhtles,
and $Ofortll.

Describe the service delivery proce~ involved in providing your service(s) and any aspects of the service
that are outsourced or provided by others.
Justify your proposed make-or-buy E!Jicy in terms of inventory financing, available labor skJlls, and other
non-technical questions, as well as proauction, cost, and capability issues.
Discuss wAopotentia) subcontractoMld suppliers are likely to be and any informatioR about. or any
surveys that have been made of, these.subcontractors and suppliers. Discuss relationships with them.
Discuss your capacity and present a plan for operations that shows costlvolume information at various sales
or production levels with breakdow6Slf applicable material, labor, purchased components, and overhead,
and that shows the inventory requir~t these various sales levels.
Deseribe your approacll to quality cfiMHrol, production control, inventory control, and eXJllain what quality
control and inspection procedures tJ!c.Jompany will use to minimize service problems and associated
customer dissatisfaction. How will you win in the market place on cost, quality, timeliness or flexibility?

o
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D~cribl: theJacilities, inc;ludingp~nd office space, storage and. land areas,special tooling, machinery,
and Qtber equipment needed to cond~ct b\)~iness. Discuss any economies to scale.
Ptevid! a schematic diagtam otthe~ut ll(your faciFty. ------------------
Describe how and when the necessaTy-faciJities to start production wiD be acquired.

~=:o7~:e:c~~~;:n~~~:Uit~~::;,~:d~:~~~~~~~~:;~~~:~a::~~~~:tl~;::;;d
DIsOUIsfiowand whell, intbe next tbree Year~, Qffice/ retail site! plant sp~ce and equ~pment will b.e
CXP.iilt!ed tPthecapac.I~es~~d ~~.res<.\lesprojections fDd a~~ ~Ians to Improve Qradd to eX1st.mg .
'$p8ceor movt the faCIlity; mdJ~ate bJeltlmms and cost. ofsucJJ IlCqD1Sltl0.ns.

E. Legal Issues Affecting operatiouD

•

•

•

•
•

•

•

•

•

•

•

•
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