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Meet the author

Starting your own business is exciting but it can also be daunting. I know how you are feeling because I’ve been there. A few years ago, while continuing a successful writing career, I started my own craft bookbinding business.

Having spent many years as an author, and meanwhile having undertaken successful part-time study to gain a history PhD, I decided to take my love of books in another direction. I spent several years learning bookbinding and then started to offer my expertise to other people. Like many of you, I fitted work around running a home and family commitments.

One of the first things I did was to write a business plan. It was there for potential investors but mainly so that I had a clear idea of what I was doing and where I was heading. Without a plan it would have been easy to drift from one project to another without taking into account such things as ongoing costs, potential earnings, my perceived customer base, marketing and so on.

This book will help you write a plan that will help you focus your ideas and put you on the right track for success.

Polly Bird


1: Only got a minute?

Every business, even the smallest, needs a business plan. If you’ve only got a short time to master business plan skills, here is what you need to know.

A business plan describes your business in detail and suggests how it might progress in the future. A short-term plan is used to get a loan or investment; a long-term plan provides a blueprint for the future of the business to guide and motivate staff and managers.

You are the best person to write your plan. Decide what type of business ownership you want. Get legal help to set it up, if necessary. Decide the type of business you want to run – service or product based – and test its viability. Work out how you will deal with selling and distribution.

Ensure that you know your USP (Unique Selling Point) and what image of the business you want to project. Find out who your customers will be and the likely demand from them. Prepare a marketing strategy to reach your customers.

As the boss, you need to be aware of your own skills and what skills staff will need to bring to the business. Set up recruitment, appraisal and monitoring systems for staff.

Investigate premises, plant, supply and distribution and production methods. Ensure that these will be tested and measured against industry standards. Learn how to keep business accounts and produce financial statements. If you are not confident with dealing with financial matters, employ an accountant.

Set out the timetable for setting up your business and then write your plan. Business plan software is available if you need help. Prepare your plan carefully using a standard format. Use it to present to potential lenders, guide your business, motivate staff, pinpoint strengths and weaknesses and drive your business forward.


5:Only got five minutes?

Every business needs a business plan. A business plan can help attract loans and investment and is also a working document to help you set up and run your business. Each plan will be geared towards a specific business, but generally should include a description of the type of business, how it will be managed, marketed and operated, details of the finances and the objectives and goals of the business. Your plan will be seen by many people including potential lenders, investors and grant providers, buyers, potential partners and business organizations. Ideally, you should show your plan to your employees and work colleagues so that they understand the aims of the business and can give helpful advice.

You are the best person to write the plan, although you can employ a professional to do so. Start your business plan as soon as you have your business idea. Collect as much information as possible from a variety of sources; the internet is a huge resource and a useful starting place. Assess your skills and attributes to see whether you need to acquire new skills or employ people with the skills you lack.

You need to decide the legal framework of your business. Do you want to be a sole trader, in a partnership or a limited company? You might choose to run a consultancy or a co-operative, or take on a franchise. Decide on a trading name and a possible logo. Ensure that you comply with any legal requirements regarding registering the name or logo and, if necessary, protect your idea by registering your trademark, patent, design or copyright. When you know whether you will be offering a product or service, focus on the key objectives for your business. Test whether you idea is SMART – specific, measureable, attainable, realistic and timely. Consider whether you can afford the financial risks involved and what security you can offer lenders. Start writing your plan now.

Once you have decided whether to offer a product or service, you need to decide where you will be selling it and how. You need a USP (unique selling point) to make your business stand out. Concentrate on the benefits you will be providing for others. Decide what your image will be and find your niche in the market. Work out how you will distribute your product or provide your service and how much production costs will be. You can then work out the price you will charge. Do a SWOT analysis to discover your business’s strengths, weaknesses, opportunities and threats. Know who your competition will be. Your plan will need to include information about how you will obtain your raw materials or finished product and how you will develop the business. Summarize the pros and cons of your business idea.

Your customers can cover a wide range of people and might include organizations as well as individuals. Decision makers within organizations will want to know that your product or service will appeal to their clients. Do market research to find out who will want what your business will offer. Learn their profile, including where they live and how often they buy. You might be able to subdivide this into smaller groupings of customers by such things as age or gender. You can research your customers through interviews, observation, questionnaires or test groups. Look in secondary sources to get more information or employ a market researcher. Look at your business through your customers’ eyes. Calculate the potential total demand for your product or service.

You need a marketing strategy so that you know what your marketing aims are and how you will achieve them. You need to understand the market conditions that will affect your business, such as market trends and outside influences. Include in your plan information based on the four Ps of marketing: product, price, promotion and place. Include a breakdown of your typical customer profile. Analyse the competition and see how it will affect your sales. You need to explain how you will stop competitors poaching your customers and what barriers to entry into the market your business will face.

Use the internet to study competitors’ websites and test their product or service yourself. Know how you will set your pricing policy. How will you get information to your customers? Decide on what kinds of advertising you will pay for or which publicist you will try to obtain. Think about where you will sell your product or service and what systems you will use to monitor and review progress. Will you do the marketing yourself or will you need to employ marketing personnel? Calculate how much of your start-up costs and potential income you will budget for marketing.

You will bring certain qualities to the business and, if you will be working on your own, you will need to convince other people that you can run the business without help. If you will be working with other people you need to decide what skills and expertise you will require in the people you hire or whether you can hire such skills when necessary. If you will be hiring staff, decide how many you need and what criteria you will use for selecting them. You must be able to comply with any employment legislation. All your staff will need to understand what service standards you set and how they will be monitored and appraised and what support will be available to them. Include in your plan information about staffing levels and skills and what training they will be given.

Your plan must contain details about how the business will operate. Decide where it will be based, what plant, equipment and machinery it will need, what computer technology will be necessary, how the administration will work, what the operating hours will be and where and how will you deal with storage, supply and distribution. Work out the most efficient way of operating your business using critical path analysis. Calculate stock levels. Take into account research and development and production methods. Measure your business against the industry best – how will yours compare?

The financial part of the plan will explain how and why your business will be financially successful. Research the basic financial situation of your business. You will need to include a cash flow forecast, a balance sheet and a profit and loss forecast. You should provide details of start-up costs and might include a break-even analysis. Be realistic in your forecasts and don’t make false assumptions. If you do not feel confident about preparing these statements or doing the accounting and bookkeeping when your business is up and running you will need to employ an accountant.

Now that you have the basic information about your business you should decide a timetable for forecasts. You need to have forecasts for the short term (first year of business), medium term (next two years) and long term (more than three years). Also make a timetable for writing up your plan – include stages for deciding what information you need, research, financial statements and drafts and checking. Use checklists to keep you on track. Use your plan to obtain outside help, including financial assistance, and then use it to guide you in setting up your business, for example, obtaining premises, and staff, setting up the product or service.

Once you have all the information and a timetable for writing the plan you can start. You might like to use business plan software but there are some basic rules. Keep it



Introduction

A business plan is one of the most important documents that anyone starting a business or running one needs to produce. It is not only a potential leverage for loans or investment by others but also a guide to how you hope your business will develop. It is the document that potential investors will expect to see and can make or break your chances of getting money or other kinds of aid for your business.

It is perhaps not surprising therefore that for many people the idea of producing a business plan creates panic. You might be one of those people. You know you need a business plan but are not sure what it is or how to set about producing one. If you do have an idea of what to put in one, you might be unsure of how it needs to be set out or whether you have put in too much or too little or whether the content is relevant. The problems don’t stop there. Once you have got one, what do you do with it? Is its job over once you have shown it to a bank manager or potential investor?

What this book will tell you

This book aims to remove the fear from creating a business plan. It sets out why you need a business plan, what to put in it and how to present it. It ensures that you understand the kind of business you have or hope to have, and gives advice on how the plan can be used once the business is up and running. It does not assume any prior knowledge and aims to ensure that you acquire a thorough understanding of each section. You cannot complete a business plan without including financial information, but this is kept to a minimum to keep it simple. There are tests, checklists and questionnaires to help you consolidate your knowledge and a helpful Taking it Further section at the end. By the time you have read this book, you should be able to produce a basic business plan.

Before you can write a business plan you will need to do a lot of basic research about your business or proposed business. You need to understand your business thoroughly before you can explain it to others. You will need a lot of background information so that you can provide the necessary details in your plan. This book will explain what areas of your business you need to find out about, why they are important to your business and why they need to go in your plan. By finding out how your business should work you will not only get the necessary background information but will have a better understanding of your business. That will help you run your business more effectively.

Who needs this book?

You need this book if you want to start a new business and need money or other help to make things happen. If you already run a business you need a plan to get money or help for improvements, expansion or plant. All businesses need plans to help them run more effectively and to suggest future development. Students will find this book useful as a basic guide to business plans and an informative and interesting introduction to the basic issues of running a business. Business plans are also useful planning tools for charities, public sector bodies and other types of organizations. The general reader will gain an insight into the problems of businesses, all the more important as businesses affect so much of our lives.

Using this book

This is a working book. Read it through once to get an understanding of the shape and processes of creating a business plan. Then read each chapter carefully, making notes about your own business as you go along. Study the checklists, do the exercises, answer the questionnaires. These will help you understand the issues in each chapter. To help you recall the information you have read, at the end of each chapter there is a short revision test (Test yourself) or a checklist of the most important points (Ten things to remember). Take time to do the tests and read the lists. These will ensure you have a good grasp of the most important points in the book.

Make a list of the subjects where you have gaps in your knowledge. Decide how you will do the research to fill those gaps. That might mean talking to experts, reading documents, consulting organizations or government agencies. Then, using your research and your own knowledge of the business, write a draft of the relevant section of the plan. Work out what the costs will be where necessary and record them accurately. You will then be ready to create your own plan.

After reading this book some of you might still prefer to ask a professional to draw up a plan for you. That is fine; reading this book will ensure that you have done all the necessary research about your business and can provide all the necessary data to whoever you employ to create the plan. Your input will still be vital to the plan’s success.

Present or future business

You might already have a business that you are hoping to change or for which you hope to achieve investment. Or you might be trying to start a new business. As it would be awkward to write, and read, a book in which the text jumps between both types, I will generally assume that readers are starting a new business. However, remember that the advice applies just as much to owners of existing businesses.

After the plan

Just as your business will mature and change, so will your business plan. You will need to keep your plan updated so that you have a clear guide to how it should progress and can see where changes and improvements need to be made. You may also need extra help and finance at a future time. Creating a business plan then is an ongoing mission and this book should be on hand as a continuing source of reference.

 

‘I think business is very simple.’

(Bill Gates, 1993)

Note

An example of a business plan (Acme Consulting) is provided at the end of this book. It cannot be reproduced or used as it stands but will show how a business plan is put together. Business plans vary according to the type, size and complexity of the business concerned as well as the requirements of any organization approached for aid. The Taking it Further section also includes links to some websites that include free business plan templates. Alternatively the organization you wish to approach with your plan might provide you with the plan format it wishes you to follow.
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Acme

Consulting

January, 1996

This sample business plan has been made available to users of Business Plan Pro”,
business planning software published by Palo Alto Software. Names, locations and
numbers may have been changed, and substantial portions of text may have been
omitted to preserve confidentiality and proprietary information. Although this has
been revised recently for our 2002 version, we've had to leave the original dates in
place because otherwise the discussions of market conditions and industry would
seem outdated or unrealistic. This plan was written before the Internet had
exploded in 1998-99 and fallen back again in 2000 and 2001.

You are welcome to use this plan as a starting point to create your own, but you do
not have permission to reproduce, publish, distribute or even copy this plan as it
exists here.

Requests for reprints, academic use, and other dissemination of this sample plan
should be addressed to the marketing department of Palo Alto Software. Please
e-mail us at info@paloalto.co.uk for more information regarding this sample plan.

Copyright Palo Alto Software, Ltd., 1995-2002
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7.6 Projected Balance Sheet

The balance sheet shows healthy growth of net worth, and strong financial position.

The monthly estimates are included in the appendix.

Table: Balance Sheet

Pro Forma Balance Sheet

Assets
Current Assets 1996 1997 1998
Cash £136,373 £238,721 285,739
Accounts Receivable £88,200 £145,066 £182,368
Other Current Assets £7,000 £7,000 £7,000
Total Current Assets. £231,573 £390,787 £475,107
Long-term Assets

Long-term Assets €0 €0 €0
Accumulated Depreciation £ £0 £0
Total Long-term Assets £0 £0 £
Total Assets £231,573 £390,787 £475,107
Liabilities and Capital

Current Liabilties 1996 1997 1998
Accounts Payable £22,910 £32,669 £43,954
Current Borrowing £30,000 £130,000 £130,000
Other Current Liabilities £0 £0 £0
Subtotal Current Liabilities £52,910 £162,669 £173,954
Long-term Liabilities £50,000 £50,000 £50,000
Total Liabilties £102,910 £212,669 £223,954
Paid-in Capital £50,000 £50,000 £50,000
Retained Earnings (£18,350) £78,663 £128,118
Earnings £97,013 £49,455 £73,035
Total Capital £128,663 £178,118 £251,153
Total Liabilties and Capital £231,573 £390,787 £475,107
Net Worth £128,663 £178,118 £251,153

The following table shows the projected business ratios. We expect to maintain
healthy ratios for profitability, risk, and return. The industry comparisons are for
U.S. Standard Industrial Classification (SIC) Index code 8742, Management

Consulting Services.
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Confidenti;

y Agreement

The undersigned reader acknowledges that the information provided by Acme
Consulting in this business plan is confidential; therefore, reader agrees not to
disclose it without the express written permission of Acme Consulting.

It is acknowledged by reader that information to be furnished in this business plan
is in all respects confidential in nature, other than information which is in the public
domain through other means and that any disclosure or use of same by reader,
may cause serious harm or damage to Acme Consulting.

Upon request, this document is to be immediately returned to Acme Consulting.
Signature
Name (typed or printed)

Date

This is a business plan. It does not imply an offering of securities.
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Table: Ratios

Ratio Analysis Tndustry
1996 1997 1998 Profile
Sales Growth 0.00% 64.47% 2571%  8.60%
Percent of Total Assets
Accounts Recelvable 38.09% 37.12% 38.38% 24.40%
Inventory 0.00%  0.00%  0.00%  3.80%
Other Current Assets 3.02%  1.79%  147% 46.70%
Total Current Assets 100.00% 100.00% 100.00%  74.90%
Long-term Assets 0.00%  0.00%  0.00% 25.10%
Total Assets 100.00% 100.00% 100.00% 100.00%
Current Liabilities 22.85%  41.63% 36.61% 42.80%
Long-term Liabilties 21.50%  12.79% 10.52% 17.20%
Total Liabi 44.44%  54.42% 47.14%  60.00%
Net Worth 55.56%  45.58% 52.86%  40.00%
Percent of Sales
Sales 100.00% 100.00% 100.00% 100.00%
Gross Margin 79.70%  74.97% 73.73%  0.00%
Selling, General and Administrative Expenses  61.46%  69.32%  67.09%  83.50%
Advertising Expenses 4.51%  457%  4.00%  1.20%
Profit Before Interest and Taxes 25.50%  8.84% 10.25%  2.60%
Main Ratios
Current 438 2.40 273 159
Quick 4.38 2.40 2.73 1.26
Total Debt to Total Assets 44.44%  54.42% 47.14%  60.00%
Pre-tax Return on Net Worth 100.53%  37.02% 38.77%  4.40%
Pre-tax Return on Assets 55.86%  16.87% 20.50%  10.90%
Additional Ratios 1996 1997 1998
Net Profit Margin 18.24%  5.65%  6.64% na
Return on Equity 75.40%  27.77%  29.08% na
Activity Ratios
Accounts Recelvable Turnover 6.03 603 603 na
Collection Days 43 49 54 na
Inventory Turnover 0.00 0.00 0.00 na
Accounts Payable Turnover 1589 2217 2027 na
Payment Days 18 14 16 na
Total Asset Turnover 230 2.24 2.32 na
Debt Ratios
Debt to Net Worth 0.80 119 0.89 na
Current Liab. to Liab, 051 0.76 0.78 na
Liquidity Ratios
Net Working Capital 178,663 £228,118 £301,153 na
Interest Coverage 20.02 6.78 7.32 na
Additional Ratios
Assets to Sales 044 0.45 0.43 na
Current Debt/Total Assets 23% 42% 37% na
Acid Test 271 151 1.68 na
Sales/Net Worth 413 4.91 4.38 na

Dividend Payout 0.00 0.00 0.00 na
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7.4 Projected Profit and Loss

The detailed monthly pro-forma income statement for the first year is included in
the appendix. The annual estimates are included here.

Table: Profit and Loss

Pro Forma Profit and Loss

1996 1997 1998
Sales £532,000  £875,000 £1,100,000
Direct Cost of Sales £108,000  £219,000  £289,000
Other £0 £0 £0
Total Cost of Sales £108,000  £219,000  £289,000
Gross Margin £424,000  £656,000  £811,000
Gross Margin % 79.70%  74.97%  73.73%
Expenses:
Payroll £132,500  £369,000  £423,000
Sales and Marketing and Other Expenses £108,600 £137,000 £195,000
Depreciation £0 £0 £0
Leased Equipment £3,600 £7,000  £7,000
utilties £9,000  £12,000  £12,000
Insurance £3,600 £2,000  £2,000
Rent £12,000 £0 £0
Other £0 £0 £0
Payroll Taxes £18,550  £51,660  £59,220
Other £0 £0 £0
Total Operating Expenses £287,850  £578,660  £698,220
Profit Before Interest and Taxes £136,150  £77,340  £112,780
Interest Expense £6,800  £11,400  £15400
Taxes Incurred £32,338  £16485  £24,345
Net Profit £97,013  £49,455  £73,035
Net Profit/Sales 18.24% 5.65% 6.64%
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7.3 Break-even Analysis

Table 7.3 summarizes the break-even analysis, including monthly units and sales
break-even points.

Break-even Analysis
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Table: Break-even Analysis

Break-even Analysis:

Monthly Units Break-even 29,985
Monthly Revenue Break-even £29,985
Assumptions:

Average Per-Unit Revenue £1.00
Average Per-Unit Variable Cost £0.20

Estimated Monthly Fixed Cost £23,988
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Table: Cash Flow

Pro Forma Cash Flow

1996 1997 1998
Cash Received
Cash from Operations:
Cash Sales £0 £0 E}
Cash from Receivables £443,800  £818,134  £1,062,697
Subtotal Cash from Operations £443,800 £818,134 £1,062,697
Additional Cash Received
Sales Tax, VAT, HST/GST Received £77,665 £0 0
New Current Borrowing £30,000  £100,000 £0
New Other Liabilities (interest-free) £0 £0 £0
New Long-term Liabilities £50,000 £0 £0
Sales of Other Current Assets £0 £0 £0
Sales of Long-term Assets £0 £0 £0
New Investment Received £0 £0 £0
Subtotal Cash Received £601,465 £918,134 £1,062,607
Expenditures 1996 1997 1998
Expenditures from Operations:
Cash Spending £70,984 £101,221  £136,186
Payment of Accounts Payable £341,443 714,565 £879,494
Subtotal Spent on Operations £412,427 £815,786 £1,015,680
Additional Cash Spent
Sales Tax, VAT, HST/GST Paid Out 77,665 £0 E}
Principal Repayment of Current Borrowing £0 £0 £0
Other Liabilties Principal Repayment £0 £0 £0
Long-term Liabilities Principal Repayment £0 £0 0
Purchase Other Current Assets £0 £0 £0
Purchase Long-term Assets £0 £0 £0
Dividends £0 £0 £
Subtotal Cash Spent £490,002 £815,786 £1,015,680
Net Cash Flow £111,373 £102,348  £47,017
Cash Balance £136,373  £238,721 __ £285,739
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7.5 Projected Cash Flow

Cash flow projections are critical to our success. The monthly cash flow is shown in
the illustration, with one bar representing the cash flow per month and the other
representing the monthly balance. The annual cash flow figures are included here
as shown on the table on the following page. Detailed monthly numbers are

included in the appendix.
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6.2 Management Team

‘The Acme business requires a very high level of international experience and
expertise, which means that it will not be easily leveragable in the common
consulting company mode in which partners run the business and make sales, while
associates fulfil. Partners will necessarily be involved in the fulfilment of the core
business proposition, providing the expertise to the clients. The initial personnel
plan s stil tentative. It should involve 3-5 partners, 1-3 consultants, one strong
editorial/graphic person with good staff support, one strong marketing person, an
office manager, and a secretary. Later; we add more partners, consultants, and

sales staff. Founders’ resumes are included as an attachment to this plan.

Personnel Plan

The detailed monthly personnel plan for the first year is included in the appendix

The annual personnel estimates are included here.

Table: Personnel

Personnel Plan

1996 1997 1998
Partners £96,000 £175,000 £200,000
Consultants £0 £50,000 £63,000
Editorial/graphic £12,000 £14,000 £17,000
VP Marketing £14,000 £50,000 £55,000
Sales people £0 £30,000 £33,000
Office Manager £5,250 £30,000 £33,000
Secretarial £5,250 £20,000 £22,000
Other £0 £0 £0
Other £0 £0 £
Total People 7 14 20
Total Payroll £132,500 £369,000 £423,000
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Table: Milestones.

Milestones
Milestone StartDate _End Date  Budget Manager Department
Business plan 10/1/1995  11/19/1995  £3,500 HM Devpt
Logo design 1/1/1996  2/1/1996  £1,500 TA)  Marketing
Retainer contracts ~ 2/1/1996 12/31/1996  £7,000 HM Sales
Stationery 3/1/1996  4/15/199%6  £300 0 =2
Brochures 3/1/1996  4/15/199%6  £1,700 TA)  Marketing
Financial backing

presentations 4/1/1996  9/15/1996  £7,000 HM Devpt
Initiel mai 6/1/199  7/1/19%  £3,000 HM Sales
Office location  1/15/1996  2/9/1996  £3,000 b} caa
Office equipment ~ 1/15/1996  2/19/1996  £8,000 i) =
Other 1/1/1996 _12/31/1996 __£7,000 ABC__Department
Totals £42,000

Management Summary

The Initial management team depends on the founders themselves, with little back-
up. As we grow, we will take on additional consulting help, plus graphic/editorial,
sales, and marketing.

Organizational Structure

Acme should be managed by working partners, in a structure taken mainly from

Smith Partners. In the beginning we assume 3-5 partners:

* Ralph Sampson.

« At least one, probably two, partners from Smith and Jones.

« One strong United States partner, based in San Francisco.

« The organization has to be very flat in the beginning, with each of the founders
responsible for his or her own work and management.

« One other strong partner.
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7.0 Financial Plan
Our financial plan is based on conservative estimates and assumptions. We will
need to plan on initial investment to make the financials work.

7.1 Important Assumptions

Table 7.1 summarizes key financial assumptions, including sales entirely on invoice
basis, payroll burden, and present-day interest and taxation rates.

We also assume 45-day average collection days, expenses mainly on net 30 basis
and 35 days on average for payment of invoices.

Table: General Assumptions

General Assumptions

1996 1997 1998
Plan Month 1 2 3
Current Interest Rate 8.00% 8.00% 8.00%
Long-term Interest Rate 10.00% 10.00% 10.00%
Tax Rate 25.00% 25.00% 25.00%
Sales on Credit % 100.00% 100.00% 100.00%
Other 0 0 0

7.2 Key Financial Indicators

‘The following benchmark chart indicates our key financial indicators for the first
three years. We foresee major growth in sales and operating expenses, and a bump.
in our collection days as we spread the business during expansion.

Benchmarks

W 056
W 1o57
W s

Operating Expenses
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4.3.4 Main Competitors
1. The high-!

level prestige management consulting firms:

Strengths: International locations managed by owner-partners with a high level of
presentation and understanding of general business. Enviable reputations which
make purchase of consulting an easy decision for a manager, despite the very high
prices.

Weaknesses: General business knowledge doesn't substitute for the specific
market, channel, and distribution expertise of Acme, focusing on high-technology
markets and products only. Also, fees are extremely expensive, and work is
generally done by very junior-level consultants, even though sold by high-level
partners.

nal market research company:

Strengths: Interational offices, specific market knowledge, permanent staff
developing market research information on permanent basis, good relationships
with potential client companies.

Weaknesses: Market numbers are not marketing, not channel development nor
market development. Although these companies compete for some of the business
Acme is after, they cannot really offer the same level of business understanding at a
high level.

3. Market specific or function specific experts:

Strengths: Expertise in market or functional areas. Acme should not try to compete
with Gloucestershire Research or Accenture, or Select in their markets with market
research, or with ChannelCorp in channel management.

Weaknesses: The inability to spread beyond a specific focus, o to rise above a
specific focus, to provide actual management expertise, experience, and wisdom
beyond the specifics.

Companies do in-house research and development:

Strengths: No incremental cost except travel; also, the general work is done by the
people who are entirely responsible, the planning is done by those who will
implement it.

Weaknesses: Most managers are terribly overburdened already, unable to find
incremental resources in time and people to apply to incremental opportunities.
Also, there is a lot of additional risk in market and channel development done in-
house from the ground up. Finally, retainer-based antenna consultants can greatly
enhance a company’s reach and extend its position into conversations that might
otherwise never have taken place.
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4.3 Service Business Analysis

The consulting “industry” is pulverized and disorganized, with thousands of smaller
consulting organizations and individual consultants for every one of the few dozen
well-known companies.

Consulting participants range from major international name-brand consultants to
tens of thousands of uals. One of Acme’s challenges will be establishing itself
as a real consulting company, positioned as a relatively risk-free corporate
purchase.

4.3.1 Business Participants

At the highest level are the few well-established major names in management
consulting. Most of these are organized as partnerships established in major
markets around the world, linked together by interconnecting directors and sharing
the name and corporate wisdom. Some evolved from accounting companies (e.g.
Arthur Andersen, Touche Ross) and some from management consulting (McKinsey,
Bain). These companies charge very high rates for consulting, and maintain
relatively high overhead structures and fulfilment structures based on partners
selling and junior associates fulfiling.

At the intermediate level are some function-specific or market-specific consultants,
such as the market research firms (IDC, Dataquest) or channel development firms
(ChannelCorp, Channel Strategies, ChannelMark)

Some kinds of consulting are little more than contract expertise provided by
somebody who, while temporarily out of work, offers consulting services.

4.3.2 Distribution Patterns

Consulting is sold and purchased mainly on a word-of-mouth basis, with
relationships and previous experience being, by far, the most important factor.
The major name-brand houses have locations in major cities and major markets,
and executive-level managers o partners develop new business through industry
associations, business associations, chambers of commerce and industry, etc., and
in some cases social associations such as country clubs.

‘The medium-level houses are generally area specific or function specific, and are
not easily able to leverage their business through distribution.

4.3.3 Competition and Buying Patterns

The key element in purchase decisions made at the Acme client level is trust in the
professional reputation and reliability of the consulting firm.
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Table: Sales Forecast

Sales Forecast

Sales 1996 1997 1998
Retainer Consulting £140,000 £350,000 £425,000
Project Consulting £270,000 £325,000 £350,000
Market Research £122,000 £150,000 £200,000
Strategic Reports £0 £50,000 £125,000
Other £0 £0 £0
Total Sales £532,000 £875,000  £1,100,000
Direct Cost of Sales 1996 1997 1998
Retainer Consulting £21,200 £38,000 £48,000
Project Consulting £29,550 £56,000 £70,000
Market Research £57,250 £105,000 £131,000
Strategic Reports £0 £20,000 £40,000
Other £0 £0 £
Subtotal Direct Cost of Sales £108,000 £219,000 £289,000

Sales Monthly
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5.3 Milestones
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Our detailed milestones are shown in the following table and chart. The related
budgets are included with the expenses shown in the projected Profit and Loss
statement, which is in the financial analysis that comes in Chapter 7 of this plan.
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5.0 Strategy and Implementation Summary

Acme will focus on three geographical markets, Europe, Latin America, and the
United States, and in limited product segments: personal computers, software,
networks, telecommunication, personal organizers, and technology integration
products.

The target customer is usually a manager in a larger corporation, and occasionally
an owner or president of a medium-sized corporation in a high-growth period.

5.1 Untitled

Acme Consulting will be priced at the upper edge of what the market will bear,
competing with the name-brand consultants. The pricing fits with the general
positioning of Acme as providing high-level expertise.

Consulting should be based on £3,000 per day for project consulting, £1,500 per
day for market research, and £7,000 per month and up for retainer consulting.
Market research reports should be priced at £3,000 per report, which will, of
course, require that reports be very well planned, focused on very important topics,
and very well presented.

5.2 Sales Strategy

‘The sales forecast monthly summary is included in the appendix. The annual sales
projections are included here in the table on the following page.

Sales by Year
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3. Market research: Group studies available to selected clients at £5,000 per
unit. A group study is a packaged and published complete study of a specific
market, channel, or topic. Examples might be studies of developing consumer
channels in France or Mexico, or implications of changing margins in software.

3.2 Competitive Comparison

‘The competition comes in several forms:

1. The most significant competition is no consulting at all, companies choosing to
do business development, channel development and market research in-house.
Their own managers do this on their own, as part of their regular business
functions. Our key advantage in competition with in-house development is that
managers are already overloaded with responsibiities, they don't have time for
additional responsibilities in new market development or new channel
development. Also, Acme can approach alliances, vendors, and channels on a
confidential basis, gathering information and making initial contacts in ways that
the corporate managers can't.

2. The high-level prestige management consulting: McKinsey, Bain, Accenture, etc.
These are essentially generalists who take their name-brand management
consulting into specialty areas. Most of these are US firms that have expanded
to the UK and have offices in London and all over continental Europe. Their other
very important weakness is the management structure that has the partners
selling new jobs, and inexperienced associates delivering the work. We compete
against them as experts in our specific fields, and with the guarantee that our
clients will have the top-level people doing the actual work.

3. The third general kind of competitor is the international market research
company: International Data Corporation (IDC), Dataquest, etc. These
companies are formidable competitors for published market research and
market forums, but cannot provide the kind of high-level consulting that Acme
will provide.

4. The fourth kind of competition is the market-specific smaller house. For
example: Gloucestershire Research in the United Kingdom, Select S.A. de C.V. in
Mexico (now affiliated with 1DC).

5. Sales representation, brokering, and deal catalysts are an ad-hoc business form
that will be defined in detail by the specific nature of each individual case.

3.3 sales Literature

The business will begin with a general corporate brochure establishing the
positioning. This brochure will be developed as part of the start-up expenses.
Literature and mailings for the initial market forums will be very important.
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4.1

Market Segmentation

Large manufacturer corporations: Our most important market segment is the large
manufacturer of high-technology products, such as Apple, Hewlett-Packard, IBM,
Microsoft, Siemens, or Olivetti. These companies will be calling on Acme for
development functions that are better spun off than managed in-house, for market
research, and for market forums. Medium-sized growth companies: Particularly in
software, multimedia, and some related highgrowth fields, Acme wil offer an
attractive development alternative to the company that is management constrained
and unable to address opportunities in new markets and new market segments.

Market Analysis (Pie)

W U, High Teeh

I European High Tech

W Latn America
Otrer

Table: Market Analysis

Market Analysis
Potential Customers Growth 1996 1997 1998 1999 2000 _ CAGR

U.S. High Tech 10% 5,000 5500 6,050 6,655 7,321 10.00%
European High Tech  15% 1,000 1,150 1,323 1,521 1,749 15.00%
Latin America 35% 250 338 456 616 832 35.07%
Other 2% 10,000 10,200 10,404 10,612 10,824 2.00%
Total 6.27% 16,250 17,188 18,233 19,404 20,726 6.27%

Target Market Segment Strategy

As indicated by the previous table and Tilustration, we must focus on a few
thousand well-chosen potential customers in Europe and Latin America, while also
offering services to US firms that want to expand into European markets. These few
thousand high-tech manufacturing companies are the key customers for Acme.
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3.4

3.5

Fulfilment

1. The key fulfilment and delivery will be provided by the principals of the business.
The real core value is professional expertise, provided by a combination of
experience, hard work, and education (in that order).

2. We will turn to qualified professionals for freelance back-up in market research
and presentation and report development, which are areas that we can afford to
subcontract without risking the core values provided to the clients.

Technology

Acme Consulting will maintain the latest Windows and Macintosh capabilities

including:

1. Complete e-mail facilities on the Internet, CompuServe, America Online, and
Applelink, for working with clients directly through e-mail delivery of drafts and
information.

2. Complete presentation facilities for preparation and delivery of multimedia
presentations on Macintosh or Windows machines, in formats including on-disk
presentation, live presentation, o video presentation.

3. Complete desktop publishing facilities for delivery of regular retainer reports,
project output reports, marketing materials, and market research reports.

Future Services

In the future, Acme will broaden the coverage by expanding into coverage of
additional markets (e.g., all of Latin America, Far East,) and additional product
areas (e.g., telecommunications and technology integration).

We are also studying the possibility of newsletter or electronic newsletter services,
or perhaps special on-topic reports.

Market Analysis Summary

Acme will be focusing on high-technology manufacturers of computer hardware and
software, services, and networking, who want to sell into markets in the United
States, Europe, and Latin America. These are mostly larger companies, and
occasionally medium-sized companies. Our most important group of potential
customers are executives in larger corporations. These are marketing managers,
general managers, sales managers, sometimes charged with international focus and
sometimes charged with market or even specific channel focus. They do not want to
waste their time or risk their money looking for bargain information or questionable
expertise. As they go into markets looking at new opportunities, they are very
sensitive to risking their company’s name and reputation.
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Keys to Success

1. Excellence in fulfilling the promise - completely confidential, reliable,
trustworthy expertise and information.

2. Developing visibility to generate new business leads.

3. Leveraging from a single pool of expertise into multiple revenue generation
opportunities: retainer consulting, project consulting, market research, and
market research published reports.

Company Summary

Acme Consulting is a new company providing high-level expertise in international

high-tech business development, channel development, distribution strategies, and

marketing of hightech products. It will focus initially on providing two kinds of

international triangles:

« Providing United Kingdom clients with development for European and Latin
American markets.

« Providing European and United Kingdom clients with development for the United
States and Latin American markets.

As it grows it will take on people and consulting work in related markets, such as
the rest of Latin America, the Far East, and similar markets. It will also look for
additional leverage by taking brokerage positions and representation positions to
create percentage holdings in product results.

Company Ownership

Acme Consulting will be created as a Limited Company based in London, England,
owned by its principal investors and principal operators. AS of this writing, it has not
been registered with Companies House and owners are still considering alternatives
of legal formation.

Start-up Summary
Total start-up expense (including legal costs, logo design, stationery and related
expenses) comes to £18,350. Start-up assets required include £32,000 in short-
term assets (office furniture, etc.) and £25,000 in initial cash to handle the first few
months of consulting operations as sales and accounts receivable play through the
cash flow. The details are included in the following table.
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Executive Summary

Acme Consulting will be formed as a consulting company specializing in marketing
of high-technology products in international markets. Its founders are former
marketers of consulting services, personal computers, and market research, all in
international markets. They are founding Acme to formalize the consulting services
they offer.

Highlights
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Objectives

1. Sales of £550,000 in 1996 and £1 million by 1998.
2. Gross margin higher than 70%.
3. Net income remains more than 5% of sales through 1998.

Mission

Acme Consulting offers high-tech manufacturers a reliable, high-quality alternative
to in-house resources for business development, market development, and channel
development on an international scale. A true alternative to in-house resources
offers a very high level of practical experience, know-how, contacts, and
confidentiality. Clients must know that working with Acme is a more professional,
less risky way to develop new areas even than working completely in-house with
their own people. Acme must also be able to maintain financial balance, charging a
high value for its services, and delivering an even higher value to its clients. nitial
focus will be development in the European and Latin American markets, or for
European dlients in the United Kingdom market.
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Start-up
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Company Locations and Facilities

The initial office will be established in top quality office space in London’s Canary
Wharf, as there are high quality office spaces with security and lobby areas. It is
important for a high tech consulting company to spend money on high quality
centrally located office space.

Services

Acme offers the expertise a high-technology company needs to develop new
product distribution and new market segments in new markets. This can be taken
as high-level retainer consulting, market research reports, or project-based
consulting.

Service Description

1. Retainer consulting: We represent a client company as an extension of its
business development and market development functions. This begins with
complete understanding of the client company’s situation, objectives, and
constraints. We then represent the client company quietly and confidentially,
sifting through new market developments and new opportunities as is
appropriate to the client, representing the client in initial talks with possible
allies, vendors, and channels.

2. Project consulting: Proposed and billed on a per-project and per-milestone
basis, project consulting offers a client company a way to harness our specific
qualities and use our expertise to solve specific problems, develop and/or
implement plans, and develop specific information.
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Table: Start-up

Start-up

Requirements

Start-up Expenses

Legal £1,000
Stationery etc. £3,000
Brochures £5,000
Consultants £5,000
Insurance £350
Expensed equipment £3,000
Other £1,000
Total Start-up Expenses £18,350

Start-up Assets Needed

Cash Balance on Starting Date £25,000
Other Current Assets £7,000
Total Current Assets £32,000
Long-term Assets £0
Total Assets £32,000
Total Requirements. £50,350
Funding

Investment

Investor 1 £20,000
Investor 2 £20,000
Other £10,000
Total Investment £50,000

Current Liabilities

Accounts Payable £350
Current Borrowing £0
Other Current Liabilities £0
Current Liabilities £350
Long-term Liabilities £0
Total Liabilities £350
Loss at Start-up (£18,350)
Total Capital £31,650

Total Capital and Liabilities £32,000






