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Writing an Early Stage Business Plan

A business plan is vital for enterprises needing investment, grant funding or significant borrowing; more so for innovation ventures, as the greater number of ‘unknowns’ makes it even harder to attract backing. This outline is intended to capture early stage information about your idea in the format of a business plan that can be developed further as you progress.

You are not just writing this in order to communicate to others.  You are also writing it to help you to clarify your own ideas. Particularly in the early stages, preparing information in this format will help you to think practically about your intentions and highlight which areas you need to develop further. It is a tool to reveal possibly awkward truths about your business to you. 

You need it to:

· Prove the viability of your plans.

· Reduce early risk by enabling you or others to spot potential problems and deal with them.

· Help you plan and monitor progress.

There are no rigid rules on how to construct a business plan. It should be clear and brief and most importantly capture your ideas in your own words.  You are the best person to express the ideas and vision that you have.  Start by following the attached format, and expand or adapt this as your idea progresses.

Getting started, getting help

In the early stages, this may seem like a lot of information, much of which you have not even thought about yet.  Don’t panic!  It is all part of the process of developing your idea to transform it into a practical commercial proposition.  

To start with, write whatever information you have under each of the headings, even if this is very little.  You will then have an idea of the areas where you need to develop your ideas further, or carry out some more investigation.  

Help is available if you get stuck.  Science City York advisors can talk through your ideas at any stage and help you to develop them, and can also refer you to other sources of support as needed.  Do seek support where needed, but don’t get someone else to write the plan for you.  The most convincing business plan will be one that is in your own words, that communicates your personal commitment and passion for the idea, and that is a demonstration of the effort that you are prepared to give in order to see your idea succeed.

Good luck!
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Suggested Structure for an Early Stage Business Plan

1.
Executive summary

This is a brief summary of what you have written in the rest of the document. As such it is usually easier to write this section last. 

It should be no more than one side of A4 outlining:

· Who you are: career, qualifications, experience.

· What you want to do.

· Why your product will sell.

· Your existing resources. 

· The extra resources your business needs to succeed.

2.
The business

Explain what you intend to do. If the business already exists, give its history. Describe how you intend to develop the business and what form it will take. Include timeframes with a description of the business at key milestones covering up to the next 5 years.  Demonstrate that you have thought about the practical steps involved in establishing and developing the business to become the type of business you have envisaged.  List the actions you need to undertake and show how you will go about doing each of these.

3.
The product

Clearly describe the product in plain rather than technical language.  What is its competition and why is your product better? Clearly state its advantages. Provide proof of originality and ownership, including any intellectual property and patent details. Identify whether there is a need for further development and describe how you intend to achieve this.

4.
Market information

Are you entering an established product market, or trying to move a market into a new direction?  Who are the main suppliers to that market at present?  What are your strengths and weaknesses compared to theirs? Indicate sales potential: market size and value, prices and sales volume of competing products, etc. Who are the customers you are intending to target?  What makes you believe that they would purchase this product from you? List your sources of information. If you have it, include proof of orders or sales of prototypes/samples. 

5.
Marketing strategy

How will you promote and sell the product? To whom and at what price? Are there different options for a business model, such as selling licensing deals?  What are the advantages / disadvantages of the market approach you intend to take?  What evidence do you have that this approach is likely to succeed? Forecast your sales and justify them, for inclusion in your cash flow forecast (see Finance below).

6.
Manufacture and distribution

Techniques, equipment, resources, capacity, suppliers, subcontractors, labour, premises, location, transport, storage, delivery etc. Describe how you intend to manage each of these aspects to show that you have “done your homework”.  If you need to buy equipment, how do you justify a large up-front cost when you can least afford it? How will you control quality and service?

7.
People

What human resources will you need and how will you manage and pay for them? Include CVs describing background and experience for yourself and other key personnel. Describe your personal goals for the business – why are you doing this and what do you want out of it?  Explain how and why each of the other key persons became involved with the business.  Identify missing skills and explain how these gaps will be filled.  Developing a new business takes a huge amount of effort and determination.  Potential investors will need to be convinced that the people involved are prepared to contribute this level of sheer hard work.

8.
Finance

Identify and justify what you need to get started, and forecast your profit and cash flow (also known as your operating budget). Include all costs; the list can be amazingly long.  What funds you can provide yourself? Can you get additional unsecured finance, for example grants? 

Prepare a month-by-month cash flow forecast.  In simple terms this is a list of all income and all expenses, presented on a monthly basis in spreadsheet format.  This should include details and stand up to scrutiny.  For example, if you include a £ figure for sales, this should show number of units x selling cost for each proposed customer.  If you can, show full detail for the first 12 months along with less detailed quarterly information thereafter up to 3 years.  Prepare several alternative versions of your cash flow forecast in order to see how much money you might need based on different scenarios. Question yourself as to whether your assumptions are realistic. If you don’t do this your potential backers will, and they’ll come up with worse scenarios than you ever dreamt of.   Most investors look for exit routes from the start, so indicate realistically how they can get out of your business with a profit, and in what timeframe.

As you progress, you may need an accountant’s help to assemble and present the financial data, but don’t expect them to provide the raw data on predicted sales and costs.  Whatever you do, don’t attempt to adjust figures to give a favourable impression; it won’t help you, and professional investors won’t be fooled.







