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THE NATIONAL CENTER MISSION STATEMENT

The National Center for Research in Vocational Education’s mission is
10 increase the ability of diverse agencies, institutions, and organizations
to solve educational problems relating to individual career planning,
preparation, and progression. The National Center fulfills its mission by
9_' Generating knowledge through research
o Developing educational programs and products
/ o Evaluating individual program needs and outcomes
| @ Providing information for national planning and policy
e Installing educational programs and products
@ Operating information systems and services
e Conducting leadership development and training programs
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Traditienally vocational education has been geared primarily
to preparing studente for employment--to preparing employees.
Yetr there is snmother career path available; students can learn
how to set up and manage their own businesses. They can become
entrepreneurs.

Vocational education, by its very nature, is well suited to
developing entre; reneurs. It is important that entrepreneurship
education be developed and incorporated as a distinct but integral
part of all vocaticnal education program areas. A Program for
Acquiring Competence in Entrepreneurship (PACE) represents a way
to initiate further action in this direction.

The strength behind these instructional units is the interest
and involvement of vocational educators and successful entrepreneurs
in the state of Ohio aid across the nation. Special recognition 1is
extended to the project staff: Lorraine T. Furtado, Project Director
and Lee Kopp, Program Associate. Appreciation is also expressed to
the many who reviewed and revised the drafts of the units: Ferman
Moody, Hannah Eisner, and Sandra Gurvis. We owe a special thanks to
those consultants who contributed to the content of this publication:
Carol Lee Bodeen, Louls G. Gross, Douglass Guikema, Peter G. Haines,.
Philip S. Marchev Charles S. McDowell, Mary E. McKnight, Steven R.
Milier, Bar’ Barbara A. Rupp, Ruth Ann Snyder, Rober: L.
Suttle, Fl and Roy H. Young.

Robert E. Taylor
Executive Director
The Naticnal Center for
Research in Vocational Education
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HOW TO USE PACE

A Program for Acquiring Competence in Entrepreneurship
(PACE) 1is a curriculum responsive to the need for instruction
in entrepreneurship. It is primarily for postsecondary level,
including four year colleges and adult educaticn, but it can
alsc be addpted for special groups. PACE is divided into three
parts (1) Getting Ready to Become an Entrepreneur, (2) Becoming
an Entrepreneur (establishing a business), and (3) Being an
Entrepreneur (operacing a business).

Each of the three parts has a set of instructional units which
relate to that topic. Within thesa units, the material is organized
into three levels of learning: Exposure, Exploration, and Prepara-
tion/Adaptation. These levels of learning progress from simple to
complex concepts,

The levels of learning will enable you to use the PACE materials
to suit your individual needs. You may find it best to work with
the exposure level of one unit and the exploration level of another.
Or, you may choose to pursue une level throughout the entire series.
You might also want to work through two or more levels in one unit
before going on to the next unit.

Before beginning a unit, discuss with your instructor what level
or levels of learning in that unit are most aporopriate to vour 1ls
and abilities. Read @ vni- siew and © 2t :gh the pre/post-
assessme.. for the ti..¢ ievels to help you in your choice., Also
check the iist of definitions you might need to look up or research
for that level,

When you are ready to start, turn to the ~ v “u have chosen,
take the preasses-sment and iden: [fy those items wh. 1 you Feel need
special atroor - i the unit,  *lso look at the learning objectives:
cthev will _ell youa what you shou.  ue able to do by the time you
fini .- *hat level of learning.

- As you read, you will notice questions in the margins alongside
the substantive content portion of each level. Use these questions
to guide your reading. '

At the end of each level of learning are activities which help
you become involved with the content presented in the unit. You and
your instructor can decide on how many activities you should do; you
miy want to do several or you many necod to 1 all,

vii /
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Then, evaluate yourself. Is th
to review before you take the postas
answers on the pf;/prEEESE%hmEﬁES sl ould show you how nuch vou have
[

grown in your knowledge of eutrepreneurship.
Wnen you and your instructor feel that you have successfully
completed tha. level, vyou are eady to begin another level of learning,
nothe

r
either in the same unit or in a

viidi



: - OVERVIEW OF THE UNIT

One of the preliminary steps in opening a business
a business pian. siness plan can help assure succe
many of the business functions. You can use your plan
from a lender or a potential inves
sales volume, cost o »d
In short, it helps pla

m

tor. Business plans help pf@j;ct your
and m1n1mum 11Véﬁ§gry requirement
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\\
DEFINITIONS TO KNOW BEFORE YOU BEGIN
As yon read through a level, you might find scme unfamiliar words.
Listed below are several business terms used in each level. Know-
ing these before you begin ﬁight help you to bettcr understand that
level,
EXPOSURE
\) audlt
EXPLORATION
_StGEthldEf distribution channels
cash flow auditor

' PREPARATION/ADAPTATION

cash flow ~auditor

11
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PACE
PATH OF STUDY
. PART I —-GETTING PEADY TO BECOME AN ENTREPRENEUR
Unit I A
Unit I B
Unit I C

PART II -- BECOMING AN ENTREFRENEUR

i
I

PART III --BEING AN ENTREPRENEUR

Unic IIT A

Unit III F

Unit III G
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Unit III H
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CENPOSURE- - - PART 11, UNIT A
‘ DEVELOPING THE
T BUSINESS PLAN

) o ~ PREASSESSMENT

Here arg‘some questions'that test for knowledge of the contents

;

of this levél;  Ié you are very familiar with the information needed to
answer thém, ferhéps ygu'sﬁéuld go to another level or unit =-- check
with your iﬁstruéﬁér_ Ocherwisé, jot down your answers. After you've
read through this level, take the postassessment at the end of the
“E;pcsu;élActivigies" segﬁicﬁ and measure what you've learned.
1., Wﬁ? is it so0 impaztaﬁt for an entrepreneur éo have a

business plan? | : ’ {

2. What staps are ne:eésafy in planning?

3. What is involved in developing a business plan? |

4. What information would you'want your business plan to include?

R
Y»‘
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Part II, Unit A
Developing the
Business FPlan

TEACHING/LEARNING OBJECTIVES
| . Upon completion of this level, you should be able to:-
1. Describe the value of planning.
2. Staté'why businéss plans are important,

3. 1Identify the steps in planning.

L é. o




Part II, Unit A
Developing the
Business Plan

SUBSTANTIVE INFORMATION

 INFORMATION IN A PLAN

Starting a new business is like constructing a new

e T building. To a caé;ai Dbse£v5f, the building is started when
- PLANNING
‘ workers begin to dig the foundation. But to the developer or
NECESSARY? 7 : -
builder, the building was started two years prior to excavation.
‘Someone had to thiﬁk up the idea, someone héd to finance the
Q@ﬁstrugtion; the zoning had to be approved, Eﬁé;land purcha%ed;
the architect hifed, the bgilding desigﬁéd, the buildiﬂg péfﬁiﬁ
:acquiréd, zhé building materials ordered,, the job conifactéd--
and so on. Each step was part of a total plan. |
. Starting a business is gimilari From the*vefy’beginﬁingi
each ségp)takeé place as part of a tgtal plan. '

To dévelap effecti#é plans, the planner must possess
adequate information., The builder needs detéiled*iﬂfsrggﬁion
on the bluépfiﬁtsg THE lending institution needs fiﬁaécial

. ]
facts to make a loan. All involved parties will ngéﬂ#énfarmas
tion from the plamner. 'The planner must Hafe the infé?mati@n
or know where to get it so that impartant decisions Aaﬁ be
. [
. made effectively. |
Suppose you were planning a vacation. How would you go

about it? What information would you need? What alternatives

Wauld'ycu consider? Here are some of the steps that you would

t

16
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Part II, Unit A
Developing the
Business Plan

cation

in making a decision about your va
eveloping a

!t—'

» or goal.
and

j'i St ,7: ] —
vacation plan responding to a want, need
goal. The purpose of the pian is a vacation
: You

what to see, how much

o
|

must consider where to go
money to take, what clothes to take,“what route,
ickets, reservations, time tables, etc. All are

\m\

involved in making vacangn plan:

‘Select one or two alternatives that best fit your
ight include

. lect
need or gbél} Thése.altetnativeg might

Where will

4. ake a final dgcis;an.
will-yéu stay? How long will your

5. Enact y@u:ﬁp;én. - Go on the vacation.
You

i 6. Evaluate your decisjonAEQ§;£qtp;g reference.
T me ide, "I'll never go to Florida in August

" may decide, ,
again--it's just ot for me."
ecessary if ‘you hope

ee that a.plan
wise

mo

.

A business plan like

You can
to have a Sﬁcc’séful vacation.
-helps ED"EﬂSufE a successful buslﬁéss venture.
: /
A business plan is a step éc-érd having a Sﬁccessful
‘ vziéns could be included

business. Answers to the following ques

in your business plan. -
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PLANNING
RELATE
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Part II, Unit A
Developing the
Business Plan ..

. Why do I want to be in business? .

. What exactly is myﬁbusiness going to be?

. What goods or services am I going to provide?
. Who will be my customers?

. Who will be my competitors?
, f1q s : : /
What will it cost to start up the business?

. What-are my land, labor and capital needs?

A good planner will rarely consider only one ait~roative

1

to solve a problem. To determine which alternative is best,.

R

than one alternative, chances of mz2king the right decision

- are increased. Information is :he bazis for making final

.

decisions.

Planning a new busiiess uwlogity relavred v one's

personal experierses. Mozt 2.ize38lul buliunyw ventures have

v them ooa 2o fvom first-

a personal and ‘individuzi qu

hand knowledge and experiencé. Auildin, et [nig experience
is much better than star:iig a busiress in an area which is
completely unknown t¢ ve.i,

" The combination of life experienc;ssseducatianal,'wcrk;

'social, cultufal, economic--also contribute to the creation of

a business idea. If you were to diagram the dev&loéménﬁ of a

gcad’busiﬁess;idga; it might iﬁiﬁially look like this:

18



Part II, Unit A
Developing the
Business Plan

1

inl Free with Family | | Your Your
Enterprise and Friends Education | Work

Growing up Contact | =
[__ System i? Business i "Exééfience

Idea to
Operate : ' ' !
Your Owm
Business

/. - ——e

Think and Talk
_about it

I

L
\'4

g Tentative .
Degisiai to Get -
___Started ____

You Agéuéliy
Begin to Plan
_the Future 7

This is Where Your Business Plan Beging to Take Shaﬁé

i




Part II, Unit A
Developing the
Business Plan
If you were interested in operating your own retail floral.
Shgﬁ; how waulé.yéu develop an effective business élan? Here
are some areas to consider:
1. ‘Why do I want to go into business?
2. Why have I chosen a flower shop?
3. What are the requirements of a florist?
a. Personal
E. Educational
c¢. Experiential
3 o s 4. How fuch siness can I do?
5. How much business Will I have to Se?
6. What fiﬁancial'rétufns can_i'expegi?
7. In ﬁhag city do I locate?
8. Where do I locate QLthin the city?
: ‘~\ ' 9. -Whét~is tha cémpetigion?'i
- . L : o
10. Do idbuy crilegse?
"~ 11. How-do I:financé thé capital required?
_12. What type of awnership'shauld 1 Ha%e?
13s‘-HDW-éhDuld the shop layout beAéegigﬂéd?>
14. m:lat Eéuipment do I need? e /

15. ' How do I set up a buying plan? /




Part II, Unit A
Developing the
Business Plan

. EL&ENin FOR AN EXISTING BUSINESS

7S PLANNING Planning_is.gri;igally impertant. to the beginning én;repreneuf
| IMPORTANT IN as well as to the businesé owner who wants the business to continue

THE EXISTING  to be su;cessful;’lln the past, enﬁgépreneurs could wait to "j;mp

BéSfNESS? on the band wagon"'until a product D% service was proven successful.
| In this fapidly‘éhanging business world, th;Vét, entrepreneurs
" need to look ahead.

Theéawﬁet of an existing bu’i?éss needs to ''audit" his or

her business, get-as much information.as possible from various re-

. sources, and develop . busiiucs. plan. To develop plans which pro-
vide direction for the firm, the company's present situation must
. _be aﬁalyzedg The following questions will help the erntreprepeur

;

assess the firm:
‘; _Wﬁaz is my”businesg?
‘What 1is my placé in the iﬁddstry?
o : . What is_my competitive nicheja§ advantagé?

. Who are my customers?

. Are .these customers the type I want?

T . ."What“is mf.éémpang image ga_pg;éﬁtialzcﬁstcmégs?
o .. . What is my biggest pr@blem?
What is my competition's biggest handicap and
] how ¢an i exploit 1it? B |
t ‘
21




Part II, Unit A
Developing the
Busginess Plan

What are my specific goals for improvement?

. What percentage of the market do I want?
L ' ' . What will my industry be like in five or ten

years?

How can I finance growth?

MAKING ' .ANS WORK

"HOW CAE You Planning is the process of éstablishing ijectiveséand
| MAKE PLANS WORK? ~ identifying the methods to’ be used to reach them. It involves
looking Dbjeztiveiy at the hard facts of a business venture.
The plan will help you decide if zﬁe venture is Eeagiblé.

Yau qut be able to distinguish your feélings and what

you ﬁané to. believe from the hard facts. From the beginning
of your buéimess Géngure‘ig is impgrtgﬁt not to confuse facts
with beliefs. Planned acticns are based on data=ﬁn§g "guessing,"
and sound busiﬁess décisigns'are;Fased on facts. While‘the
future is unknéwn, wellsdeéélaped plans allawgtka owner to
take advantage of Qppggﬁgnities and prevenﬁ; or éé-leaéé mini-

mizé possible difficulties.




", Part II, Unit A
o ‘ . Developing the
' Business Plan
EXPDSURE ACTIVITIES

As you have just read, the business plan is a very impor-

tant part of estabiishing a business. Now that you have learned

about the development of a business plan, try these activities
to help you become more competent in planning.

ASSESSMENT ONE

ig When develnping a business plaﬁ, how impértant is it
to have all the information readily available?

2. Explain how good business ideas iight dévél;pa

3. Based on infgrma%icn you have léarﬁéd ih;PACE; your
previous studies, and yéurﬁknaglgdga of business
Eu;éess or féilute? cite wgysjyéu feel a business plan
caﬁ_help minimize failure.

4, A businessfplan iﬁéiudes many areas. Select two topics
often ingludgd in a business~plém which &su believe

ought. to have top priority in your plan. Explain what

T .you_béliﬁve ought to be included in each topic. What
kind of information wculd.fou want?
POSTASSESSMENT
1. Describe why it is important for an entrepreneur to
éﬁgége in the planning function. N
2. 1Identify and briefly describe the steps of planning.
10 23
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Part II, Unit A
Developing the
Business Plan

3. Discuss the process involved in developing a business

3
¥

plan.
4. OQutline the iﬁfarmatian you would want your business
plans to include.
Compare your answers to your responses to the preassessment.
You may want to check your postassessment answers with ?cur

instructor.

SELF-EVALUATION

How well did you know the information needed to do the
activitieé? |
) Very,wall | -
(') Fairly well
() A little

Be honest ﬁith yourself. If you feel you don't know

the material well énﬁﬁgh, it might bé helpful to-review this

section before going on. /
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EXPLORATION | PART 11, UNIT A
5 a DEVELOPING THE
BUSINESS PLAN

T | PREASSESSMENT

Here are some questions ﬁhat test for knowledge of tﬁe contents
of this level. 1f you are very familiar wiﬁh the inférmatién_ﬂéeded to
answer them, perhaps you Sh;ulé_ga to another level or unit =-- check
with ycur_instfuetatg Dthéfwiée, jot down your. answers.. After you've

‘read thrgughﬁlhis level, take the postassessment at the end of the

=ty

"EprSufe.Agtévi;ieé"rsectibn and measure what you've learned.

1. What is a business plén made up of?

2. 1t ﬁas cfté£ béeﬁ said that a business owner mgét have the
proper information té develop an effecﬁivé business plan.
Whétrtypé of information énéitéﬁicél.afeas do you think
ycﬁ'll geed:é@'dEVEicp a buEi;ESS plan féf your fifm?

3. What is the purpaée of a business plan?

xl o
4. "Planning will eliminate business risks.'" .Explain why you

- agree or disagree with this statement.

13




Developing the
Business Plan

hould be zble to:

w

Upon completion of this level, you

Identify the components of a business plan.:

=

[

. Describe what ig invelved in developing a business

plan.

L]

3. List the major topical areas of a business plan.

4, Describe in detail the purpose of a business plan.

27,
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Parc I, Unitc A
Develop ng the
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SUBSTANTIVE "INFORMATION

g

Why do you need a business plan? It can be used to help

WHY HAVE A ‘ ) :
“ you think through your business venture. It h.s many other

BUSINESS PLAN? _
purposes as well. A business plan is necessary in cobtaining

money from lending agencies. It will help ?cu seek a partner,
obtain a franchise or market line andléaﬁ be used for many
other business transactions. The plan is also an evaluation of
the Sthﬁgthé and weaknesses of your venture.

Any enérépgeneurial activity has a certaip degree of risk.
A coastant desira‘émong entreﬁﬁéﬂeurs is to minimize risk; By -
helping ?éu find out as much as you can befére.you start, a

business plan will do just that} . You will eliminate manv sur=
"Is the risk worth the dollar investmeﬁt?"

In developing a busiﬁéés plan, check « ut the facts béfg:%.;
starting a new business, Plénning requires that you consider
all(ﬁhe available alternatives and select the ?estfone,‘ ﬁlanning
minimizes impulsive decisions and requiresrcafeful consideration.
It will give:yon and the people you deal with accurate informa-
tion about your firm which will be used for §E§iéian=makiﬁg,

Did you ever set up a refreshment stand when you were a

28 |
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to neighbors and made a
yourself, That was probably your first venturc ss an éﬁtf&pféﬂﬁuf.-

Hajbe you remember a later time when vou and your friends wanted
to do things somewhat differently. You talked about the idea with
your parents and built a small stand, made a readable sign, and
located on a busy corner by a construction crew on a hot day. You
sq;d three jugs of iced driﬁk and made a few dollars, and even

did it the next day and sold cookies. Would you want to start

a $50,000 business with your own or others' money by developing a

business plan or would you decided to open that business the way
you opened your first iced drink stand?
Business plarning is like any other planning attempt. You can

do a quick "once over" that covers thz obvious items, or you can
3 Yy

do a thorough job that considers many details. The more complete

4]

the plan, the more likely your enterprise 1; to succeed.
However, no plan can include all the information you require,
nor can it anticipate all of your needs. and. problems. Your business
1

plan should contain what you, your advisers, und your resources

consider important.



Part II, Unit A
Developing the
Business Plan

PROGRESS OF BUSINESS PLANNING

- What does the business plan include? What makes it work?
WHAT SHOULD o
: A good way to start a business plan is to make a list for your
‘A BUSINESS B ) )
business. Include everything that comes to mind. Below is a
PLAN INCLUDE?

list of questions you should consider before opening a business.
When you complete the list, you will probably think, "Wow! I
didn't realize there was so mﬁch to tﬁiﬂk about!' But after all,
that is one of the benefits of planningeafinding out what you
need to know.
In planning your business, you will have to consider many
queéticgs including, but not limited to, %he‘féllawing:
1. What is my business? |
A. What do I gell?
B. What should I provide to my customers?
C. Where do I expect to gake the most profit?
2. What goods or services should I provide?
A What goods or services will I actually provide?

Who are my suppliers?

o]

C. What kind of pricing setup will I have?

D. What kind of physical facilities do I need?

=1

What modifications of the facilities will be

= \‘
necessary?

o
o]
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Part II, Unit A
Developing the
Business Plan
What is my market area?
A. Who are my customers?
B. Where do they come from?
C. What are the economic characteristics of
my;ﬂuszémers?
D. How can I reach my market?
Who is my competition?
A. Who else has the same type of business?
B. VWhat are their strorg and weak paints?

C. How can I be more competitive?

A. How will my prcduc; or service be produced?

B, How will it be sold?

C. How will péaple»kngw about my business?
What financial data is év;ilabie?‘

A. What are the prevailiing interest rates?

B. Where can I obtain wToney?

C. How much money will I need?

D. Where caﬁ I get help to answer my financial

questions?

What about the personnel area?

A. What kinds of employees do I ﬁeed?

B. How will the work flow in my husiness?



O

ERIC

Aruitoxt provided by Eic:

X

Prrt II, Unit A
Developing the
Buziness Plan

8. What economic information do I need?

~A. What are the financial needs of others

in the business?
B. Have similar businesses succeeded or failed?
C. What are the economic characteristics of the
cgm@unity?
D. -ﬁaw can I get economic information?
9. What legal aspects should concern me?

A. What laws and rezgulations apply to my business?

e

B. Do I need a license or permit?

C. What taxes will I have to pay?
10. How much capital will T need? -

A. What will my facilities cost me?

B. What will my personnel cost me?

C. What will my equipment or tools cost me?

D. What will my inventory of mate%ials and

supplies cost?

E. How long will it be before I make a profit?
11. Where fhéuld the business be located?

. A. What kind of community needs my products

or services?

think about?
C. How will my location in the community affect

my business?

1‘932



INFORMATION IN A BUSINESS PLAN

WHAT INFORMATION A goed plan will contain the following information:

© SHOULD A BUSINESS 1. A description of the business including a

PLAN INCLUDE? description of the product or service,

2. A description of the management plan including
the Drganiéaticn plan and a description of the
key personnel.

3. A description of the business ownership including
information on key stéckh@ldefs (if applicable).

4. A descripgién of the marketing plan including
descriptions of customers, competition, and dis-=
tribution channels.

/ 5. A désztipti@n of the industry.chat you are entering
including ﬁrends and competition,

6. A description of your product or service including
infcrmétian about your plant or store site, your
supply sources.

7. A description of your financing needs including
estimated start-up costs, a projection of estimated
operating income and expenses, and a projected cash

s ’ flow statement for the first few months or the Eirst
R ) . year.

8. A description of current financial data including
‘\Z - » the names of your auditor or bank if you have one.

20
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EXPLORATION ACTIVITIES
Do you feel Q@mpetant enough to be able to use these
planning principles in developing a business plan?  The
following activities simulate "real" business planning situ-
ations and will give you an opportunity to put into practice
. what you have learned.: After completing the activities, dc¢

o : a self-evaluation to' check your understanding of the material.

ASSESSMENT ONE

1. Select three of the six types of businesses listed below.
?qtfaaﬁh,’identify what a business plan ought to include.
Did you, because of the type of busiﬁess, include some
topics in the business plan for one type of business and
not in the plan for another?

a plant shop -

L]
ot
5
pe

a bike repair

a farm supply store o
a tree farm -

a child day care center

a TV repair shop o

Find out if they developed a business plan. What did they
include in the plan?- How long did it take to develop the
plan? - What fééémméﬁdatiéﬂé and advice did they give you

about opening your own business? Report your findings in

no more than five pages.,
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Business Plan

3. Why are business plans ceonsidered luportant?

POSTASSESSMENT

1. Name the eight parts of a business plan.

2. "To develop an effective business, the business cwner
must have adequate information." Discuss this statement.
What type of information and top.. .. areas do you think
Fou wil; need to develop a busingss plan for your firm?

etail the purpose of a business plan.

B

3. Describe in
4, "Plannihg wiil eliminate business risks.'" Do you agree
or disagree with this statement? WhLy?
l. Compare your answers to your IESP@BSES‘EG the preassessment.

You may want to check your postanssessment answers with your

: instructor.

SELF-EVALUATION

ik
o
[y
o]
)
e
]
]
[= %
m
ja
T
o
('
o]
rt
=y
i

How well did you know the info
activities?
( ) Very well
( ) Fairly wel}
(" ) A litrle :
Be honest with yourself. If you feel vou don't know
the matérial well enough, it might be helpful to review this

-section before going on./







PREPARATION/ PART 11, UNIT A
ADAPTAT [ON DEVELOPING THE
BUSINESS PLAN

]

PREASSESSMENT
Here are some questions that test for knowledge of the contents
of this level. If you are very familiar with the information needed to
~ answer ﬁhém, perhaps you shaula go to another level or unit -- check with

your instructor. Otherwise, jot down your answers. After you've read

:tiaﬁ/Adaptatian Activities" section and measure what you've learned.
1. Do you feel that there is a relationsiip between planning
and success?
2. What information is needed to develop a business plan?
3. Prepare a tentatlve business plan outline for ycur business.
4. "Planning takes time, but is well worth the effort." What

are the advantages of planning?

il
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Part II, Unit A
Developing the
Business Plan

TEACHING/LEARNING OBJECTIVES
Upon caﬁplétisn of this 1evel§vycu should be able to:
1. Locate and obtain the information nscéssary to
develop a business plan.
2. Prepare a plan for your intended business.

3. Evaluate the completeness of your business plan.

‘DJ‘
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WHY HAVE A

BUSINESS PLAN?

SUBSTANTIVE INFORMATION

¥

PURPOSE OF A BUSINESS PLAN

Statistics show that only one out of three businesses will

ginated. wune

[

survive five years after the enterprise has or

f the main reasons for failure is lack of capical or financial

o

b
rt

In fact, mo articles on entrepreneurship discuss

backing.

financial aspects more than any other factor .to consider when

starting a business.

"Although financial matters are very important, an effective
business plan deals with all aépe¢ts of starﬁiﬁg and operéﬁing
a Eusiﬁeés venture, Bélow are some reasons why you, as an
Eﬂtfeprenéuf, shmuld“develop a good business plan:
A. The gpécificaticnraf goals and activities will
help keep your efforts purposeful.
B. You will have a plan to follow.
C. You will be able to show the facts and figures
of your business venture to other involved parties--
lending agents, prospective partners, investors,
suppliers, etc.
D. ;E will help you see how all the pieces of your venture
Eit together.
E. It will provide information for decision-making.

*that can be used in

it

F. It will be a working dccumen

many business transactions.

L



WHAT INFORMATION DO

YOU NEED?

Part II, Unit A
Developing the
Business Plan

helps change ideas to realities.

[
bl

The £ 2 ideal business planning

[y
8]
s
[
o]
£,
n—l
=]
e

process:

Understanding
Knowledge
Skills

Facts
Figures
Information

~lead to

INFORMATION NEEDED TO DEVELOP THE BUSINESS PLAN

Constructing a business
together ta‘gat the whole picture. You will need a great
deal of information from many sources to make the right deci-
sions. Information often comes in bits and pieces; information
from one part of the plan is often dependent upon that frém
another part of the plan. Consequently, it is difficult to
gather all the information for one part and then go on to the
next part.

Below are some

Can you answer the following questions?

areas in which you will need information for your business

-plan. These questions are suggested for any business, and

26
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T . ; . * Business Plan

2 T . 1. Getting ready to become a business owner.

v o : A. What kirnd of business am I In?

B. What are my strengths and weaknesses as a
[ f :

manager/owner?

C;_ What are my abilities?
g . ; 2. Bagoming a business OWner-.

A.- What is the status of the local écéﬂamy?
B« What do I need to know concerning location?
c. Wﬁat do I nééd to know about ﬁy competitors?
D. Should I buy an.existing busi?éss?

E. What are my capital needs?’
:ﬁﬁhat are the capital needs éf similar businesses?
G. What will the expénse%»by per month?

H. What insurance protection is needed?

e;%§§Wﬁ§E}légal regulations will affect my business?
3. Being a busines; owner.

A. What are my érgaﬁigaéiénal plans?(

B. How will I decide on price?

C;_ What do I need in lébgr skills?
TR o D. What are %y advertising plan=?

E. What will be the break-even point?

| THE BUSINESS PLAN
WHAT IS Iﬁ Now that you have ansﬁered these questions, you can prepare
THE ~the document called a business ﬁlaﬂ.f Every gaad{business plaﬁ-
BUSINESS includes a description of the following:
PLAN? | | B

4i
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Part II, Unit.A
ﬁﬁéiﬁéss Plan
. Business
. Market for the service or product
. Major goals and abjégtive% fer the business
ro - . . Resggrcgs required . \
. Current status of EEE businass'ééi \
- Below is cémpfehéﬂsiv& Bgsiness‘plan. It includes detailed
information in these areas:
\ i 1., Description of ‘the business.
| Answers questions such as:
. What kind of business am I 1in?
. What goods or services do Ik%f@viﬁe?

. What advantages does my product or service

have over my competition?

[

Dasgfiptign of manégeméngi
Answers questions such as:
. . « What 1is the afganizatianaliséhema?
.-ﬁha are the key individuals?
. What are present salaries, benefits, etc.?
;3- Description of ownership.
f * Answers questions such as:
. -Who are the current sgcckhgldéfs (1f
applicable)? \
. Whé 3?& the prineipal nonmanagement

investors?
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4., Description of marketing.-

| Answers questions such as:
. What are the markets served?
“ . Who are or would be Ehé principal customers?
. i . Who is the competition?

e ... What are the distribution channels?
. What is the marketing strategy?
5. Description of the iﬂduSﬁry‘iﬁ which the business
will operate,
Answers quééticﬁs such as:
. What is the history of the industry?
. WhéE are the competitive factors?.
,'what are the trends? ‘
6. Désgtiptian af prgductiéﬂegf service ‘operation.
Answers qugstioné such as: ,
. Is the c#rrent/plaﬂﬂed plant owned or leased?
What are my sources of supply?
QIWhat is the current/planned labor supply?
7. Description of financing.
_Answers questidﬁs such as: )
-Whag are the estimated SLEEE‘B?FCGSES?
What is the g:@jécted ﬁpératiﬂg income and
expenses’
What 1s the éf@jactéd cash flow for the first

several months or the first year?

- 29
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e . What financing is sought?

- i . How Wgﬁld the application be made for financing?

F

~ ' ’ o A . What' is the ownership control?

8. Description of financial data.

; Mswers questions such as:

f/ . : )
. Who is my auditor, legal coumsel, bank

(if appligab}e)? "
. What is the financial management plan?
Which of these items or categories should be included in your
business plan? Gnly‘fau, with advicelffcm cther sources can
determine Qhat your plan should include. You might need to
add or delete items depéndi@g ﬁpgn your .sltuation. However,
your'plan should be comprehensive enough to help you get your
business started and keep it operating successfully.
More détailéd igformatian on obtaining financing, record
keeping, financial management, site éelegtign, and marketing
are cantaiﬂed in other uuits of PACE. As you go through théée_
~other units, you will want to keep your potential business s

plan in mind.




Part II, Unit A
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PREPARATION/ADAPTATION ACTIVITIES
Are you able to apply these business plaﬁ principles to
your business aspirations? Are you now knowledgeable aE@ut

the varlous aspects of business plans? The following activities

" should help’ycu check your knowledge.

ASSESSMENT ONE

Réad the case stidy below.

i b : i .
! Sharon Eastwood was employed as a manager for a leading

I : : restaurant ch;in-far the first five years following her grédus

ation from a pggtsecandary school where she studied restaurant

management. For Eﬁ§ past two years she has held a similar

=3

' T . @
position with an independent restaurant in a major metropolitanp

area.
At the present time she is planning to start her own
| :

; . / : restaurant in her home town, a southern community with. a popu=

* lation 6E:abeut twenty-eight hundred and a rural trading area
antaining an additional two thousand people. It is estiﬂéted
that the total trading area contains between fiﬁteen hundred
:ang sixteen hundred families. Family income in the areza igf
near the United States average. Population has been increasirg
at the rate of about 10% per year over the past ten years, and

the outlook is for continuing increases at about this same rate.
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and most madg;é;is zﬁg Outlook. It is operated by a young man

"who has a reputétian for béing very prégressive; This feséaurant

caters to the young crowd and is a chain affiliaﬁa of a.leaéing

ngtiaﬁal-résﬁagraﬁﬁ chain. The other e€stablishment, Clayton's

Inn, is not as mmderg. ﬁr_ Clayton, who is sixtyszhréé years

Df age and not very healthy, wishes to retire and move to

’_Nérth Carolina. In spite of the less modern character of his
restautant, he has been able to méintain a customer volume as
1afgelés EEgVDugigakg presumably because of his frianily persona=

v_lity and leadership in cammuﬁiéy affalrs.

Shafon‘has éwa alternatives. She can purchase the ¢ yton

restaurant, or she can start a new restaurant in Lsfactory

=

building that sha_can lease on favorable terms. Mr. Clayton,

whc‘qwﬁs hislréstaurant buildiﬁg, has offered to leasé it to

Sharon for the same monthly rent asked by tﬁe'ownEI of the

vacant building. The two buildings are close to each other

and appear tg'beiéqually desirable from an Qpefating standpoint.

Careful estimates have been made éf the ﬂécésséfy investment.

) Tﬁé pricé asked by Clayton for his fi#ﬁures, u., zenkt, {nven-
tory, and sﬁpplies is very close to the amount Sharon figures
she -ould need for assembling everything required for the new
restaurant, assuming that she wgulé get some sligh;ly!used

 fixtures at-a favorable price through a cooperative wholesaler.

e
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1. What advice would you give in this ease?
2. Outline the factors that should be considered

by Sharon, indicating which ones would be most.

significant.

ASSESSMENT TWO

ii “Planningiis a never—ending function of management.
Unﬁartuga;ely, 80 maﬁy businesses do neﬁerealize that
planning is a continual aﬁtivity.“ Da.yaﬁ'agfea or
disagrée with this statement? Why? Why not?e

2, Invite twg.ar,three émall buSiﬂESsxéwnefS to %ee; with
your gf@up_- Eééh business should be ét least two years
old. Have the owners discuss the planning_usad to open
‘Ehé business. Do they plan now? What dgrthéir businéssv
nlans include? Do they: revise their plans?

3. Planning is ﬂftén described as the process which bridges

- an idea and the reality. Do you agree with this descrip-

| . tion of planning?
4, This activity is designed for more than two players.
: A, Séiégt a typ&-§f business most of your eallééguas
Jgrefimiliar with.
B,‘ Work thféugh the complete business plan as a
286 -group, diséussing each part and deciding on the
" exact wording. |
| W
! 2ﬁiv!m ’
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C. After the complete business plan is developed,

group has a section. Set a deadline and have
each group obtain the desired information and

list the resources.

i

D? When each group has obtained the information,
4 Eéch is to fepart igs findings inciﬁdiﬂg the
\ - resources identified.

o E. Disguss'the.findings and féS@uféEsgprSEﬂtéd

/ 3 by each group.

POSTASSESSMENT
1. Describe what you pel’ieve 1s the relétianship, if any,
, -
between planning and business success.

2. id;ntify ths iﬁformaﬁian needed to develop a_.business
pla%i ) \
3. ‘Prepare a business pian for your busiﬁess in aﬁtling
form.
t 4, "Planning takes time but is Wéil worth the effort."”
i .Respond to this étatéﬁent. What are thé‘adﬁantages
. . \ _ T :
of plaqn;né? . \

Compare your. answers to your responses to the preassessment.

You may want to check your postassessment answers with your

//j * 4instructor.
y I ' : -

“ ' i 3 : oo -  '. f1£§
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i ﬁavélapiﬁg the
Business FPlan
SELF-EVALUATION
" How well did you know the information needed to do the‘
activities?
.( ) Very Wéll
( ) Fairly well

‘ ( ) A little

,\\ | Be honest with.ygursalf. If you feel you don't know

) the material well enough, it might be ‘helpful to review‘this_’
section betore going on.
f :
i
A
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SOURCES TO CONSULT
FOR FURTHER. INFORMATIO)
""Daring To Start Your Own Business." Changing Times, The Kiplinger
Magazine 31: 6(June 1977): 24— 28
Depafément of Commerce. Preparing a Business Profile. Washington,
D.C.: Government Priﬂting Office, April 1972,
G T T e
' " Proximire, W. Can Small Business Survive? . Chicago: Henry Re egnery
o | Ga., 1964. :
Shilt, B. §., Evarard, X. E., & Jchns, J. M. Business Principles
and Management. Cincinnati, Ohio: South-1 Wéstérﬁ Publishiﬁg
Co., 1973. C :
|
Small Business Administ:§tiﬁn; washington, D.C.: Government Printing
Oifice. “ ‘ .
__+ ,Business Plan for Retailers, {anagement Aid no. ‘150, February,
! 1974. L '
\
- . nginess Plan\fur Small Canstructiaﬁ Firms, Managément Aid

no. 221, Januafy, 1974,

. Business Plan/fgr Smsllﬁﬁanufacgufeysj Management Aid no. 218,

T TJuly, 1973, | ]
‘
... Businegs Plan fo: 77mairrséryigeAE;;m§j Management Aid no. 153,
Oc tober, 1974. ‘ ' :

. Starting and Managing a Retail Flower Shop, 1970.

. Starting and Managing a Small Business of Your Own, 1973..

. Ihe!f;;g;;iws Years: ,,Prcblems of Small Business Firm (
and "Survival, 1961.

Growth

. "Small Businesses You Can Start on $6,000 and Up." Changing Times,
- The Kiplinger Magazine 31:8(August 1977): 38-40.

Steinmetz, L. L., Kline, J. B., & Stegall, D. P. Managing the Small
Business. Homewood, Illinois: Richard D. Irwin, Inc., 1968.
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FILMS

PREEARATIDN/ADAPTATIDW LEVEL:

"The Business Plan' (14 min. sd., color, 16 mm) Availahle for
purchase or rental from Sales Branch National Audiovisial Center-
General Services Administration, Washingtan, D. C. 2040¢.

Phone (301) 763- 1854.

Dramatizes the need for andfélements in a business plan as a
management tool for a successful business operation. ~Deals mainly
with discussion between two central characters. One is an appli-
ance store owner, whose business is declining because the owner
has not done planning -and has failed to keep up with changes.

The other 1a a service writef who has finished two years of

night classes in small business training and is planning to

QpEﬁ an automobile service;, shop. The service writer has a

bu-: 'ness plan and enthusigstiﬂally tells why it ‘s important

The service writer's factual presentation of the main peln. = ... =
business plan convinces Ehe appliance stare owner of the neccgsity —
2f such a plan.
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PRE/POST/.SSESSMENT
 SUGGESTED RESPONSES

EXPOSURE -

1. Plansare an important part of any successful business venture. Entrepreneurs perform
© ~ many activities in operating a business. These activities must be well plannad if they are
' to be effective, L '

2. Steps in planning include defining goals, examining alternatives for reaching them, select-
ing and implementing aiternatives, and evaluating resuits.

3. A combination of life experiences contribute to the creation of a business idea. The
business plan is designed to make this odea a profitable reality. A plan should answer
the following questions (a) Why do | want to be‘in business? (b) What exactly is my
business going to be? (c) What goods and services am | providing? (d}) Would a part-
nership be good for my business, and, if so, who might be a good partner? (e) Who are
my competitors? (f) What will it cost to start the business? (g) What are my land, labor,
and capital needs? : ’ -

4. Outlines should reflect answers to questions in No. 3 above.

. Y
- Y

\\,

EXPLORATION . _ .-

1. Abusiness plan provides detailed information on:
: Identificaticn of the business, including type and goods/services provided
Market area ‘ . o
Competition , ,
Production, operation, and merchandise
Financing the venture .
‘Personne|
- Lagal issues

" Location = S

FemPapow

2. Lists should reflect special needs of respondent's venture and & corisideration
of factors listed in:1.above. B ' : :

=
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Purpose of a business plan: helps the planner think threugh the venture, evaluating its
strengths and weaknesses; is necessary in obtaining money from lenders; inelps in obtain-
ing partners and franchisors,

w

4. Respondents shguld m:te tha‘: whnie risk cannot be eliminated, planning can help mini-
mize risks.

i

P‘\REPARATIGN/ADAPTAT!GN -

\\ -1 Fiesacnaenm should note that whlle no set of factors can guarantee success, good plan-
\ ning can increase the probability of being successful.

- 2, "Answers to the following quastions may provide some information needed to develop
a business plan: (a) What business am | in? (b) What are my strengths and weaknesses
as manager-owner? (c) What are my abilities? (d) What is the economic status of the

- local community? (e) What do | need to know about my competitors? (f) How will
" | decide pﬂcn? {g) What insurance will I need? (h) Should | buy an existing business?

- 3. Qutlme shauld include detailed entries under these headmgs (a) description of business,
!(b) market for product or service, (c) major goals and objectives for the business, (d)
_ requlred resources, and {e) current status of business.

"4, .. PIannnpg is advantagequs because it helps the entrepre:leur think through all aspects of
the business venture and pravndg all partlss involved with the information needed for

; | demsmn makmg
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' TEACHING/LEARNING DEJECT]VES TEACHING/LEARNING DELIVERY SUGC‘ESTIQNS
i - A varlety y of different tea:hmg/learnmg methgdalegles ;ave been )
Upon completion of this 1avel of instruction you should be able to: used. To help you organize your wovk and plan the use of this levzi
e . B - these squestmns are made: _ B _ A
1. ?éscribe the value of planning.
2, State why business plans are important,
- 3. Identify the steps of planning.
5 .
[5]
o
=N
E
i
o —_ — e —_— — —— = =
jé 1. ldentify the components of a business plan. *
« 2. Describe what is involved in deveioping a business plan, Arrange to interview business owners in vc:ur local community. Ask
< 3. List the major topical areas of a business plan. them to discuss their business plans.
W g 4. Describe in detail the purpose of a business plan.
- €
k=
w i) ! .
5 =1
x
© "W
o
-
1]
=
o - - - —— - — R .
-l
1= :
g 1. Locate and obtain the mfarmatmn necessary to develop Arrange to invite business owners to meet with the group to dizcuss
& a business plan. thenr experiences with business plans.
a 2. Prepare a business plan for your intended business. i
g ' 3. Evaluate the completeness of your business plan, e .
% : .
=
1=
=
|
=
a
o
E
a.
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The PACF series consists of these pz :s and units,

* . e,

PART I: GETTING READY TO BECOME AN ENTREPRENEUR
Unit A: Nature of Small Business
Uni: B: Are You an Entrepreneur?

Unit C: How to Succeed aﬁd How to Fall

PART II: BECOMING AN ENTREPRENEUR

Unit 5; Developing the Business Plan

Unit B: :Whére te Locate the Business

Unit C: Legal Issues and Small Business

. | Unit D: Gmférament Regulations and Small Business
/ . ﬁﬂit E: Choosing thé.Typé of Ownership

Uﬁit‘F; How to fiﬂaﬂce the Business

Unit G: Resources for.Managevial Assistance

\ PART TII: BEING AN EﬁTREgRENEUR%‘“
Unit A: Managing the Euginess
Unit B: Finanéial Hanage;ggt
Unit C: Keeping the Busineés\Reeards
Unit D: Marketing Management
Unit E== Successful Seliiﬁg
Unit F: Mgnaging Human ﬁescurees
Unit G: Comunity Relations

Unit H: Business Protection \




