IDEAS FOR IMPROVING A BUSINESS PLAN

I.  Company and Project Overview – This section of the business plan primarily includes a description of the company and its future project as well as a characterization of the company’s current stage of development.  It also includes a general description of the product or service the company will produce and sell.  It should include details about the project location and/or the scope of services to be rendered.  Specific details to include are:

· Project or company mission statement, goals, objectives, and strategies 

· A thumbnail sketch of the qualifications and roles of the partners and investors involved in carrying out the project 

· “Dollars” required to meet project objectives

· A description of the complexity and logistics of the manufacturing process

· The company’s production capacity and current percentage of capacity use

· A description of the company’s distribution system

Attachments to this section include:

· Chart depicting the ownership and authority relationships between investors 

· Joint venture agreements, protocols, licensing agreements, etc. 

· Qualifications statements for any major subcontractors (engineers, architects, builders, general contractors, etc.)

· Specifications (design, engineering, layout, etc.) of any buildings to be built and products to be made

II.  Financial Plan  -- This section of the business plan includes three elements: 1) a sources and uses statement, 2) pro forma financial statements (i.e. balance sheets, income statements, and cash flow statements) for the first five to eight years of the project, and 3) a narrative explanation of the assumptions regarding revenues, operating costs, capital costs, financing costs, taxes, and depreciation. To facilitate the business plan preparation process, OPIC has created two templates to assist applicants in completing this section (see Attachment I – Creating a Sources and Uses Statement and Attachment II – OPIC’s Financial Model).  Regarding the narrative explanation of financial assumptions, assumptions should be stated briefly and tied directly to a separate marketing analysis (described below), where more detailed information is provided. 

III.  Management Capacity Statement – This section describes the track record of the partners and investors involved in carrying out the project both in narrative and numeric detail.  If the project investors will not manage the project on a day-to-day basis, than this section should also include the qualifications and roles of members of the operations management team (CEO, COO, CIO, CFO, etc.).  If management gaps exist, this section should also describe how and when they will be filled.  

Attachments to this section include:

· Organizational chart

· Individual resumes/biographies

· Historical financial statements (balance sheet, income statement and cash flow statement) of U.S. and other strategic investors/partners for at least 3 years
 

IV.  Marketing Analysis and Plan – This section includes two elements, a marketing analysis and a marketing plan.  The information presented in this section will substantiate, in detail, the assumptions used regarding consumer demand and projected revenues in the project’s financial model.   Statements made in this section should be backed up by market data (e.g. numbers displayed in tables and graphs). When market data is unavailable for a particular city or country, data from similar markets can be applied.  Descriptions of a marketing analysis and marketing plan are included below.

A.  Marketing Analysis - The four basic elements in a marketing analysis are: 1) a sectoral analysis, 2) a situation analysis, 3) a value chain analysis, and 4) a competitor's analysis.  Descriptions of each element are described below.

· Sectoral Analysis – this describes what changes are occurring or will occur in the macro-environment and how these changes will affect the company's industry and market. These changes can include demographic changes, cultural/social trends, technological advances, government policies, and economic changes.  

· Situation analysis – this provides information on the company’s existing or potential customers.  It also provides information on how the company plans to create value for the customer in the provision of its products or services.

· Competitive analysis – this states who the company’s competitors are and what the company's competitive difference is.  It also provides information on what drives industry sales and cost structure. 

· Value Chain analysis – this includes information about who the company’s value chain members are and how the company adds value by getting the right product to the right customer, at the right time and place, and at the right price.

B. Marketing Plan -- The marketing plan builds upon the industry trends and profit potential identified in the market analysis above.  It should identify the company’s target customers and assumptions about the prices these customers will pay.  The plan also includes a description of the company’s marketing strategy and tactics (including place, price, promotion) and customer relationship strategy. For a more detailed description of the marketing plan refer to the “target marketing” section of the following web page: http://www.sba.gov/starting_business/marketing/basics.html.

Attachments to this section include:

· Draft prospective customer contracts

· Letters of interest from customers, which include the price the customer is willing to pay, the quantity they intend to purchase and the length of time for which they will need the company’s products or services 

· Lists of clients indicating interest 

V.  Operations/Production Plan – This section describes how the project will be carried out in as much detail as possible.  Information included in it will vary from project to project, depending on whether a project involves construction, manufacturing, distribution, etc. The primary piece of information to include (or attach to) this section is a project implementation schedule in the form of a Pert/Gant chart.  When applicable, details regarding the following aspects of operations should also be described in narrative form or, more preferably, presented in tables as attachments:

· Capacity (including information regarding anticipated production levels and product quantities by category, anticipated productivity levels, facility and manpower needs, etc.)

· Upstream Supply Chain (including information about make/buy decisions, sourcing decisions, purchasing strategies, and other major purchasing issues)

· Downstream Supply Chain (including information about inventory control and shipping/receiving methods and systems)

· Property, Plant and Equipment (including information about capital requirements, plant and equipment maintenance needs, safety assurances, and environmental safeguards)

· Customer Service (including information about warranty and service strategies, product or service quality statements, and quality control measures)

VI.  Risk Mitigation Plan – This section includes an identification of the potential risks facing the successful outcome of the project and a definition of strategies to mitigate against such risks.  The risks in this section should extend beyond inconvertibility, expropriation, and political violence.  Instead they should focus on the following potential types of risk:

· Currency devaluation risk -- this occurs when project costs have a significant dollar/hard currency component and revenue is denominated in the local currency.  During a currency devaluation, the value of the foreign currency and revenue decreases and the relative value of the dollar and project costs increases.  As a result the company suffers losses in operating margins. Because devaluations usually occur during times of economic recession, the company will typically be unable to pass on increased costs directly to the customer. 

· Inconvertibility risk – this occurs when a banking system is in crisis and bank deposits are frozen.  It may also occur as a result of currency controls that restrict the ability of a company to make payments abroad and therefore may interrupt a company’s supply chains relations.

· Regulatory risk – this occurs when a host government at the national, regional, or local level changes “the rules of the game" through; import/export restrictions, direct intervention in service quality or levels, redefining boundaries of competition (such as service areas and free trade zones), altering existing barriers to entry, changing subsidies, changing antitrust legislation, changing the maximum percentage level of foreign ownership participation, or changing terms to concession contracts for utilities.  For companies that rely on government procurement contracts, this also occurs when the government unfavorably renegotiates or defaults on a contract.

· Market risk – This occurs when the company's sales prospects are sensitive to local economic conditions such as volatile economic growth, inflation, and real interest rates.  Volatile growth rates or extended periods of economic recession/depression could reduce predictability of cash flows or severely hinder sales volumes, pricing power, etc. – especially for goods and services with inflexible prices. 

· Competitive risk – This occurs when a company’s marketplace strategy and positioning either increases competition, is hard to sustain (e.g. intense advertising and price cut tactics), causes diminishing returns on greater effort, or causes a company to over-extend itself.  In the international context, this occurs when new markets do not respond the way investors predict due to dissimilarity between U.S. and overseas markets and/or unfamiliarity of underlying market factors. 

· Operational risk – This occurs when a company is vulnerable to reduced public services and labor strife that could accompany the economic collapse of a government. It could also occur when transportation services and utilities are unreliable – meaning that there are bottlenecks in air, land or water transportation services, that there is not a consistent supply of electricity or other basic services, or that these services are expensive and inefficient.  

� In the case that the project will be carried out by a new company and therefore historical financial statements do not exist, then provide this information for individual entities or key management individuals.  The objective is to show a positive track record over a sustained period of time.  








