Business Plan Outline

The following is an annotated outline of the topics covered in a typical business plan for a business that is targeting equity investment.  What makes a plan different when equity investment is involved is the need for a compelling reason to believe you can build a large business.  There are many perfectly profitable businesses that are not venture fundable.  So the emphasis in the following outline is on compelling need, high growth, large market potential, and clear “unfair advantage”.

Of course, every business plan is unique.  A software company plan is clearly different from a manufacturing companies plan (the former probably doesn't need a "manufacturing" section, for example).  But to obtain funding, any plan must cover most if not all of the topics listed below.
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I.  Executive Summary

Keep this to 3 or 5 pages.  It should follow the outline of the plan, summarizing the 
key points.

II.  The Problem or Opportunity that is being addressed

Describe what it is that is creating an opportunity for a startup in the market area that 
you are addressing.  For the need to be sufficiently compelling to attract venture 
capital, you'll typically need to be addressing some new need that will drive a rapidly 
growing opportunity, or you'll need to be providing some new technology or approach 
to a problem that presents a very compelling advantage over what is available today.

III.  The Solution
Describe your product or service and show how it will solve the problem. What is your business model (i.e., how will you charge for your solution)?  What are the barriers to adoption? Why is our solution so compelling that customers will spend money on it? This should not be a multiple-page, highly technical discussion.  Remember, most 
investors are not all that technical.  Keep it as straightforward and clear as you can.

IV.  Your Advantage
Why will you win against others in this market?  In high-tech markets, you'll typically have some Intellectual Property (IP) -- preferably IP that is patentable.  Your IP is a key competitive advantage (although there can certainly be other types of advantages too.)  Describe the IP in this section.  Again, keep it short and conceptual.  The details will be scrutinized during due diligence.

V.  Market Analysis
Describe the structure of the markets (its segments) and how large you expect the 
market to be in 5 years.  What are the barriers to entry? It's OK for it to be small/emerging today, but if it's not at least several hundred million dollars of opportunity in 5 to 7 years, you'll have trouble convincing investors that it's a venture-capital opportunity.

VI.  Competition
There is always competition.  (You'll lose credibility if you say there isn't any.)  Briefly 
describe the competition that you expect to have, and how you expect to win against 
them.  This is where you want to feature all of the advantages and strategies-to-win 
that you've got above and beyond patents.

VII.  Marketing and Sales Strategy
What companies will you sell to?  What individuals at those companies?  How will 
you sell to them?  (Direct channel?  Resellers?  Telesales?)  How long of a sales 
cycle do you expect and why?  What will actual selling costs be? How will you make 
customers aware of your company and your product?

VIII.  Strategic Partners
Are there important partner relationships you've established that will provide a 
competitive advantage?  Are there partner relationships you do not yet have but must 
develop to be successful?

IX.  Funding Requirements and Uses
How much money are you asking for, and what exactly will you use it for and/or 
accomplish with it?

X  Management Team
Most investors will see the quality of the management team as being the single most 
important factor in determining your probability of success.  Give the highlights of the 
team here.  If you have advisors with strong, relevant backgrounds who clearly have 
the potential to increase the chances of success, mention them also.


IX.  Manufacturing Strategy

If your business involves manufacturing, you'll need to describe how, where and by 
whom the product will be built, and show an estimate of and explanation of the 
expected Cost off Goods Sold (the cost, with overhead, of building the product).

X.  Exit Strategy
Describe the likely liquidity path for investors (i.e., how will they get their money out?)  
Statistically speaking, an acquisition is by far the most common exit these days, as 
opposed to an Initial Public Offering (IPO) of stock.  But be specific: what companies 
out there would want to buy your company, why would they, and when could that 
occur?

XI.  Risks and Mitigation Strategies
Describe what could go wrong, and what you're doing (or will do) to mitigate the risk.

XII.  Pro-Forma Financial Statements
This is where the pro-forma Balance Sheet, Income Statement, and Statement of 
Cash Flows go.  Include a detailed list of assumptions so the reader can understand 
the thinking behind the numbers.

