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1.

Business Plan Workshops

Planning your Business/Planning the Plan
Wednesday, February 17, 2010

Communicating Your Plan & Obtaining Capital
Wednesday, February 24, 2010

Writing the Plan
Wednesday, March 3, 2010

Presentation Practice & Feedback
Wednesday, March 10, 2010



Contest Highlights

Contest Registration Deadline
Executive summary due

8 Semi-finalists notified
Business plans due
Presentations

5 Finalists notified (private)
Finalist feedback

Finalist rehearsal
Judging/Celebration Luncheon

3/5, 4:00
3/15, 12:00
3/25, 5:00
3/29, 12:00
4/5-7, TBA
4/9, 5:00
4/16

4/26 —4/29
4/30
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Workshop One:
Planning your Business/Planning the Plan

February 17, 2010
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Business Plan Qutline

Executive Summary

General Company Description
Products and Services

Marketing Plan

Operational Plan

Management and Organization
Personal Financial Statement
Startup Expenses and Capitalization

Financial Plan

10. Appendices

11.

Refining the Plan



Tonight

® Assessing Your Opportunity
® |dea vs. Opportunity
® Competition and Markets
® Business Models
® Management Teams



Entrepreneurial Process

Communication

! |

Opportunity Resources
2 4
@) Business Plan @)
o Fits and gaps
Ambiguity Exogenous forces
Creativity - - Leadership

Uncertainty Capital market context

Source: Timmons Model of the Entrepreneurial Process, New Venture Creation, 6™ edition, Timmons & Spinelli



Why You Need A Business Plan

It forces you to identify your company’s strengths
and weaknesses

It helps you figure how much money you’ll need

It gives you clear direction, which can eliminate
stress

It will serve as a resume when you seek lenders,
Investors or partners

It makes you evaluate the market for your
product or service and size up the competition



Products and Services

Describe in depth your products and services.

What factors or elements give you competitive
advantages or disadvantages? Describe quality or
proprietary features.

What are the pricing, fee, and leasing structures of your
products and services?

Note: Technical specifications, drawings, photos, sales
brochures, or other miscellanea should not be included
here. They belong in the appendices.



Opportunity Assessment



ldeas vs. Opportunities

® A good idea is the first step....

® Most new businesses don’t emerge from a
FLASH of brilliance

® Most take many iterations and revisions
® \What does the customers want....

® Most business don’t make what they initially

set out to make...

® Polaroid Corporation: started out making products with
polarizing light waves....



ldeas vs. Opportunities

® Misunderstanding of what it takes to be successful in a
business

® |[nventors seem prone to the fallacy

® Psychological ownership to the invention and not the
business

® Narrowness of focus

® The focus needs to be on building the business—not just
one aspect—the idea



What Drives Opportunities

® Significant opportunities spawned by
changes in the circumstances, chaos,
confusion, inconsistencies, lags, knowledge
and information gaps, etc.

® Solves a problem
® Provides value to the customer



What Drives Significant Opportunities:
some examples

e Regulatory Changes (US government)

 Dramatic changes in microprocessor
/telecommunications technology

 Fragmented Mom & Pop Industries with little
expertise in finance or SOP

e Growth in Service Industries
e Focus on Customer Service

e Many other examples
 Underserved/Unknown Niche Markets
e Increase in Niche Markets due to Globalization



Helpful Concepts Associated with
Solidifying the Business Concept



Three Big Ideas
® Company Vision
® \/alue Proposition

® Business Model



Some Confusing Terms

® \/alue Proposition

® Business Model

® \/alue Extraction Model
® \/alue Chain Analysis

® Strategic Competitive Options (how do we
competel!l?!)

® Core Competencies



Value Proposition

® Customer Value Proposition

® Answers — why | should do business with you and not the competition
® Value = customer benefit — cost

® |mportant

® Credible

® Sustainable

® Usually applies to the overall enterprise — but..
® Can be product / platform specific
® Can be industry segment specific
® How about customer specific?



Value Proposition Components

® The Who (target market) Question

® The Benefits Question

® \What are the benefits
® Not Value, but benefits: which is price/performance related

® The Price Question
® Price relative to the competition

At its core, this is a marketing concept....



Marketing Plan: Preparation

 There are two types of marketing research: primary and
secondary.

— Secondary research includes published information, typically
available at the library, industry associations, chambers of
commerce, government agencies, etc.

— Primary research entails gathering your own data. Some
examples include traffic counts, identifying competitors by hand,
or surveying individuals.

» Be specific as possible. Give statistics, numbers, and

SOurces.

e Your marketing plan will eventually be the basis of your
sales projection.



Critical Customer Questions

® \Who will be your customers?

® \Why do they do business with you?

® \Why don’t they do business with competition?
® \What benefits do they enjoy?

® \What do they tell others about you?

® \What is the probability that they will continue to do
business with you?




Defining a Business Model

® Answers the question: “Who are the customers
and how do you plan to make money by providing
them with value”
® \/alue Proposition plus...
® Sustained Profit

® According to McKinsey Consultant Joan Magretta,
compelling business models pass two tests:



Defining a Business Model

®Test |

® The narrative test: Can a story be told which describes who your
customers are, what they value, and how you will make money
providing them value

Making something that satisfies an unmet need
Selling something in an innovative way

® Test |l

® The numbers test: Does the business model’s story and assumptions
hold up when you put numbers to it.



Strategic Options

* Product/service differentiation
e Cost/value

e Focus (Differentiation or Cost Leadership)
* Niche Markets

e Hybrid



Core Competencies

® The unique skills and capabilities of a
company

® \What you do well
Customer Focus?
Differentiated products/services?
Operational efficiency?

® |s it institutionalized?
® Plans in place for continuous improvement?



Strategic Framework

Your

Customers Your
Capabilities

Courtesy of Doug McLaine 2004



Screening Opportunities

Market and Personal Implications



Screening Opportunities

e Personal Factors

e Fit between the forces
Is this what the lead entrepreneur wants to do?
What is the downside? Can the entrepreneur weather
failure?
What is the entrepreneurs passion?



Marketing Plan: Background
Information

e Facts to include about your industry: size, demand,
trends, growth potential, barriers to entry, overcoming
the barriers, changes’ influence on your company (e.g.
technology, government regulations, the economy)

e Explain your products and services from a features and
benefits perspective—describe them to your customers.

¢ You should also identify your targeted customers and
their demographic information.

e List your major competitors, how they compete
(products, geographically, certain customers), and how
your products and services compare to their competitors.



Screening Opportunities

® Industry and Market Issues

® Market
Identifies a customer need
Customers are reachable
A niche market
Something that provides value to the customer
Something that can be defined
® |Lower Potential Items
Not a focused/defined market

Failure to move beyond—one produce is also a poor indication of
market success



Screening Opportunities

e Industry and Market Issues

e Market Structure
Number of sellers
Product differentiation (is the product a commodity)
Conditions of Entry and Exit
Number of buyers



Screening Opportunities

® Industry and Market Issues

® Market Size

Large but not too large

At least $100 million for high growth potential
businesses

Do not want the market to be too large or mature—
competition from Fortune 500 companies is unwanted



Screening Opportunities

e Industry and Market Issues
 Market Capacity

Under supply is good

e Market Share Attainable
Would like to attain a 20% market share

e Cost Structure



Screening Opportunities

e Economics/Finance
e Profits after tax
 Time to breakeven and a positive cash flow

e ROI potential

25%+ a year is attractive for investors
e Capital Requirements

Depends on the Industry/Market

e |nternal Rate of Return for Entrepreneurs
5X to 10X initial investment



Screening Opportunities

® Competitive Advantage Issues
® \/ariable and fixed costs

® Degree of control
Are suppliers powerful
Is a competitor dominant

® Entry Barriers
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Competitive Assessment



Marketing Plan: Strategy

« Define your niche (your unique corner of the market).
e Qutline your marketing strategy.

How will you get the word out?

Advertising: media types, frequency of ads, and why you have
selected the types that you have.

Have you identified low-cost methods to get the most out of your
marketing budget?

Will you use alternative methods of advertising (e.g. trade shows,
catalogs, partner incentives, word of mouth, networks of friends
and professionals)?

What image do you want to project? Why?
What plans do you have for graphic image support?



Marketing Plan: Logistics

e Determine your promotional budget and expenditures
plan.

¢ Pricing strategy: Explain your methods of setting prices.
Compare your prices to the competition.

e \What will be your customer service and credit policies?

e Contemplate your location (though it need not be specific
here). Analyze your location criteria.

e |dentify your distribution channels: How will you sell
your products and services?

e Create a sales forecast based on historical sales,
marketing strategies, market research, and industry data.



Competitive Advantage

e Distinctive factors that give a firm a
favorable position in relation to its
competitors.

e Sustainable competitive advantage is a
competitive advantage that can be
maintained over a period of time —
hopefully, measured in years.



Sources of
Competitive Advantage

Source Example
e Efficiency - Low Costs Alcoa

* Product Innovation Intel

e Quality - Reliability Mercedes

e Customer Responsiveness Dell
e Manufacturing Innovation Toyota



Barriers to Entry

Economies of Scale

Cost Advantages Independent of Scale
Product Differentiation

Contrived Deterrence

Government Regulation

Switching Costs



SWOT Analysis

Strengths Opportunities

Weaknesses Threats

Organizational Environmental




SWOT Example

Strengths Opportunities

Highly productive pilots, ground Ability to add scheduled
and flight crews. flights to new cities.

Low costs. Low prices enable market

share growth.

Weaknesses Threats
Inability to provide non-stop Inability to secure new gates
long distance travel. at airports.

Competition from a low cost
rival such as JetBlue.

Technology Ventures, Dorf & Byers



ldentify & Profile Competitors

e Based on your business concept and target
market

e Direct and indirect competitors
e Who
e Where


Presenter
Presentation Notes
Who are the players?

How do they compete?

Where do they present a threat?

Is there a Geographic focus?

Is there a type-of-customer focus? I.e. same product, but different market.



REFER: Competitor list example


Competitive Profile con’t.

e Company information

e Revenue and financial strength
e Product/ service offering
 Management expertise

e Market information

e Market share

e Segments served & relative profitability
e Customer types and numbers

e Sales channels

 Moving which way?

e Anticipated strike points (weaknesses)


Presenter
Presentation Notes
Be sure to capture existing, expected, and potential competitors

Identify how you will react to their moves… this takes serious thought and discussion

How will you anticipate and preempt the possible moves?



How are your competitors marketing to their customers? To YOURS?

How successful are their efforts? What do they do better or worse?

Again, are you competing for the same customers—

	types, demographics, usage patterns, segments?

Look at the producers of substitute products– how big are they, and where are they headed?



Sources:

Dun & Bradstreet

Industry Pubs

Hoovers

Edgar/ FreeEdgar

DowJones Newsline or Lexis/ Nexis

Internet


Zero In On Benchmarks

e Select a few benchmark Competitors
e Be ready to articulate your rationale

e Select a few typical or exemplary customers

e Be ready to include these profiles in your
Plan


Presenter
Presentation Notes
Here, you’re looking for insights…

From where will our customers come?

How will we reach them?

How will they reach us?

Are these customers we consider strategic, I.e. do we want to keep them?

For fewer but larger customers, what are the relative size and 

Importance of our existing customers?



REFER: Customers Example



How timely are the company’s responses to customer inquiries or needs?

How strong are the customer service levels?

Is this a glaring opportunity for improvement?

Look for opportunities overall!



SOURCES: 

Internal sales department

Customer management/ contact records


Information Sources

® Public Companies

® Annual Reports
® Hoover’s Online (etc.)

® Private Companies

® News stories

® |ndustry research / reports

® Company Websites / Product Info
® Personal investigation & research

® Internet Searches
® “Googling with care”

® See hand-out with web links and RIT library



Business Model



A Most Important Topic!

® So, in your plan you have explained:
® \What your product/service does
® \Why it is better than competition
® \Who is the target market

® But...have you told the reader how your
company will make money?



How Do You Make Money?

® Many entrepreneurs miss this step
® “It's obvious”
® “Not my problem, | plan to hire a marketing VP
and a CFO...”
® Saddest of all...they don’t know

® You must understand your business and
profit model...and it should not take Excel to
explain it



Business Model Elements

Customer Selection

Who is the customer?
Is our offering relevant?

Value Proposition

What are the unique benefits?

Differentiation &
Control

How do we protect our cash flow and relationships?
Do we have a sustainable competitive advantage?

Scope of Product &
Activities

What is the scope of our product?
What activities do we do vs. outsource?

Organizational Design

What is the organizational architecture of the firm?

Value Capture for
Profit

How does the firm capture some of the total value for profit?
How does the firm protect profitability?

Value for Talent

Why will good people choose to work here?
How will we leverage their talent?

Source: Technology Ventures, Dorf & Byers




Business Model Summarized in
Profit Model

® High level and intuitive
® Easy to describe...at least in general

® Two approaches
® Single Unit
® Company View



Single Unit

“We plan to sell the Model XYZ Widget at an
average end user price of $3,000.

The distribution channel we’ve chosen
typically requires a 30% margin, so our
revenue will be $2,100/unit.

With our estimated manufacturing cost of
$1,000, we expect over 50% gross profit.

Our operating expenses will be $100,000
annually so we need to sell about 100 units
to break-even.”



Company View

® “Our total startup costs before we generate
customer sales will be S1 million.

® \We will have on-going operating expenses of
about $200,000 per year.

® \We expect revenue to be $200,000 in the
first year after launch and grow by $200,000
per year with a 50% gross margin.

® So, we will be at breakeven annually in the
second year, and on a cumulative basis by
year seven.”



Financial Analysis More Detailed

* Time Horizon: 3 to 5 years

e Statements: Income, Cash Flow, Balance
Sheet

e Level of Detail
e Assumption driven



Building Your Team
to Build Your Business


Presenter
Presentation Notes
Hi, I am Ted Franceschi and I am filling in for Rick Richmond who had to change his plans to be here tonight. 



My background is comprised of 25 years of experience primarily in the Semiconductor and licensing fields.

 

Currently I am an EIR at HTR where I am thoroughly enjoying the opportunity to collaborate with some intelligent, high energy leaders of start up companies. It is like re-living prior successes with the benefit of avoiding some painful mistakes. I am also serving on a couple of boards of directors and engaged in a long term consulting project with Toshiba Japan. 



The attractiveness and valuation of your business plan can be more or less categorized into 3 areas (Team/IP/Market opportunity). 

The investability of your team is at least as important to your valuation as the IP and Market opportunity. Without a team that is credible the probability of a meaningful investment is virtually nil.



I call these 3 the what , how & who questions. What being what opportunity you are chasing, How being your unique IP and edge to get there & finally Who or the team to bet the house on. 

  


Operational Plan

Explain the business’ daily operations, location, equipment,
people, processes, and surrounding environment.

e How and where are your products or services produced?
¢ \What qualities do you need in a location?

¢ \What are your legal requirements or regulations?

e Describe your personnel in detalil.

¢ \What kind of inventory will you keep?

¢ |dentify key supplies?

e \What are your credit policies?



Management and Organization

Who will manage the business on a day-to-day basis?
What experience does that person bring?

Create an organizational chart displaying management
hierarchy if you intend for more than 10 employees.

Include position descriptions for key employees.

List board of directors, management advisory board,
attorney, accountant, insurance agent, banker,
consultant(s), and mentors and key advisers.



Numerous Tasks...Few Resources

Manufacturing
Quality
Inventory
Shipping
Purchasing
Receiving
Maintenance
Cleaning

Research

Applications Development

Product Development
Protecting IP — Patents,
Trademarks, Trade
Secrets

The Nitty Gritty of Running a Business

Sales

Service

Distribution
Marketing

Market Research
Customer Relations
Promotion
Advertising

Trade Shows

Payables Management
Receivables Collecting
Bookkeeping

Financial Statements
Cash Flow Management
Banking

Reviews and Audits

Hiring

Training

Payroll

Benefits

Payroll Taxes

Labor Regulations
Corporate Legal
Contracts and Licenses
Agreements — NDAs,
Options, Employment...
Insurance — Liability,
Property, Life, Health,
Disability...


Presenter
Presentation Notes
Rick more politely refers to this as the Nitty Gritty of running a business.



This chart represents the multitude of things that must get done. 



Frankly I’d be surprised if anyone here said that they were looking forward to dealing with all of the functions listed here. 



However the reality is that is some degree you will need to address these functions.  



How do you get the insight and horsepower to complete these tasks that are beyond your skill set ?


You & Who?

® As your business grows you will fill your team
with capable, experienced people

® BUT, at the beginning you (the founders) will have
to do it all
® So, don’t be bashful, get help

® How?
® Network

® Bootstrap with experienced advisors
® Paid and unpaid mentors
® |nformal and formal boards
® \Where necessary, part-time employees or consultants



Presenter
Presentation Notes
At the outset, it is rather like the prototypical 3 man team of me , myself and I. 



Success will afford you the challenge and opportunity to select solid add on talent for your team,

However at the outset, you as founders will need to do it all. 



You must be ready and willing to ask for help & guidance from those that have traveled this road before you.



Be creative and open, utilize your personal and professional networks to identify mentors. 



In the current economic realm you may well find that what an unemployed person may call a  “Reference filler”, like being on an advisory board to a start up company, can be tremendous knowledge asset to you.



In a community with the legacy of Rochester a strong pool of former corporate executives are available, ripe with knowledge and training. Harnessing this horsepower in the form of advisors or advisory boards can prove to be  extremely efficient.  


Professional Resources

e Legal
 Accounting
e Banking

e Other

e Payroll
* |[nsurance
e Consultants of all types



Banking

® Unimportant or critical at start-
up...depending on your business

® But, almost always critical eventually
® Understand their success measures
® Understand where they can help



Technical & Industry

® Consider an Advisory Board
® Formal and Informal Relationships with People who Understand
Your Field, Your Technology and Its Applications
® Customers
® Potential Customers
® |ndustry and Academic Scientists
® |ndustry Consultants
® Entrepreneurs Who've Already Done It


Presenter
Presentation Notes
The collective customer group represents a knowledge treasure chest different from the prior slides.



Here you have access to the voice of the market you are chasing. 



Their industry/market specific knowledge is invaluable. 



Being a startup you are much more able to adapt to the customers’ voice. 



Being this close to the market will be a huge advantage. Aligning your efforts with their targets will accelerate your business opportunity stream. 



Industry specific resources can also be a huge asset, they know the field so getting them to advise you and talk about you to their contacts is quite valuable. 



Again an ideal team addition would be someone who has taken this test already and passed it, learn the ins and outs from them to save time and amplify results. 



If they are from the same industry you will get the added benefit of “Rolodex” contacts.






Board of Directors

No Choice?

® |ead Investors - so choose them wisely

First Choice - people who’ve done it

® Experienced Entrepreneurs - they know the rights and wrongs
® Experienced Angel Investors - ditto

Next - people who've helped others do it

® |ndustry Consultants

® Attorneys

® Accountants

Bottom line: Select people whose counsel you respect and whose
help you’ll expect and accept !


Presenter
Presentation Notes
The “strings attached” to investment is usually a strong voice to go with the ownership purchased. 



Chemistry is a critical, while it is not always a choice try to align yourself carefully. 



Within the investing group try to find a industry knowledgeable ally. If they can be the board representative that is all the better. Again contacts and referrals are a byproduct. 



Surrounding yourself with the best and brightest is always a  good rule or thumb. But that rule gets modified to include another filter, you really need relevant experience on your board. The closer to your business field the better.



You can also fill out your board with others that have played key roles in startup successes.  



The bottom line is to Select people whose counsel you respect and whose help you’ll expect and accept. 



Thank you 


Resources: Non-profit, Government

® Economic development: city, county, state,
and private sector

® Chambers of Commerce

® SBA, SBDC, SCORE

® Incubators

® Financial: Grants, Tax Breaks, Equity



Why Business Plans DON’'T Deliver

e Here | am, never mind the problem
e A Coke for every kid in China

e Just look at our (paper) profits

e Qur team walks on water

e Everything is wonderful



Is your business idea a winner?

Or do you have a few gaps to close first?



Contest Sponsors

Gold Sponsors

e P — [@ 6]
tr Nazare th School of R . I . I \(}Sngxnl\uﬁrgclﬁ\jm OF BUSINESS
7 Management UNIVERSITY+ ROCHESTER

Silver Sponsor

ovators edge I

the inn

E)icell

PARTMNERS,INC.

Design Sponsor Media Sponsor Printing Sponsor

Dixon Schwabl ColorCentric

ADVERTISING | MARKETING | PUBLIC RELATIONS Corporation

Bronze Sponsors

Deoweon [ e EFPD’

wfiat copnts®

City of Rochester, NY
Robert J. Duffy, Mayor

Certified Public Accountants

AL e MENGEL METZGER BARR & CC RAILCOMM ODYSSEY
ATTORNEYS AT LAW IVIENGEL | Il-. / ; { A {.{ & O e bk A (& SOﬁ‘i/‘L/G:’"QB inc.



Presenter Contacts

e David Hessler, W. 585-214-2445, C. 585-233-2143
david.hessler@htr.org
Entrepreneur-in-Residence, High Tech Rochester

e Jerry Mahone, 585-239-6014 jtmvc@rit.edu
Executive Director, RIT Venture Creations

e Bob Tobin, 585-276-3411 bob.tobin@rochester.edu
Lecturer in Entrepreneurship, University of Rochester Simon
Graduate School of Business
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