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o/ o

accounting system, 299
accounts payable, 184
accounts receivable
description, 181
estimates of future, 205
accrued expenses payable, 184
accumulated retained earnings, 185
action plan, description, 20
adoption, of product or service, 111-112
advisers
business plan use for dealing with, 24
leadership style, 302
airlines, 149
Allen, Paul (Microsoft founder), 168
Amazon.com (Internet retailer), 152, 164
American Airlines (air carrier), 91-92
American Red Cross (humanitarian
organization), mission statement of, 50
angel financing
description, 29
selling idea to, 31
Ansoff, Igor (Growth Directions Matrix), 270
Apple Computer, Inc. (computer
manufacturer)
strengths of, 143
vision statement of, 45
Applewood Café (restaurant), vision
statement of, 45
Arm & Hammer (baking soda
manufacturer), 150
asset turnover ratio, 210
assets
on balance sheet, 180-184
changes on cash-flow statement, 188-189

critical success factors (CSFs), 75-77
current, 181, 183, 205
fixed, 183, 205
intangibles, 183-184
liquid, 181, 188-189, 191
projected, 205
assumptions
blind spots, 135
of competitors, 135
conventional wisdom, 135
financial forecasting and, 198
audience, for business plan
bankers, 31-32
speaking to different audiences, 28
venture capitalists, 29-31
automation, 149
automobile industry
competition, 120, 128
Ford Motor Company, 36, 53, 128, 270
General Motors, 50, 85, 126
Honda, 170
MINI Cooper USA, 51

ol e

backward integration, 129, 256
balance sheet
current assets, 181, 183
current liabilities, 184
description, 20, 180-181, 182
in financial review section, 20
fixed assets, 183
intangibles, 183-184
long-term liabilities, 184
owners’ equity, 180, 185
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balance sheet, estimate
current assets, 205
current liabilities, 207
description, 204-205
fixed assets, 205
long-term liabilities, 207
owner’s equity, 207-208
bandwagon, 232
bankers
as audience for business plan, 31-32
business plan use for dealing with, 24
customers and the 80/20 principle, 107
Barnard, Chester (Functions of the
Executive), 54
barriers, entry/exit, 68, 127
beliefs and principles questionnaire, 40-41
benefits, product, 94-95, 97, 104
BizStats.com (Web site), 191
blind spots, 135
board of directors, business plan use for
dealing with, 24
books, business-planning, 10
Boston Consulting Group (Growth-Share
Grid), 282-285
bridge financing, 30
budget
benefits of, 211-212
bottom-up approach, 216-217
creating, 213-217
divisions, 212-213
importance of, 211
master, 212, 214
mistaking for a plan, 321
timing of process, 213
top-down approach, 215-216
zero-based budgeting, 215
budgeting system, 299
business cycles, 72
business environment
description, 18-19
environmental scanning, 222
business model
business functions, organizing company
around, 295
competitive advantage, 167-169, 171
core competence, focus on, 169-170
of Netflix.com, 165

revenue, source of, 164-166

revenue, timing of, 166
business plan

bringing to life, 292-294

questions to ask about, 313-317

stale, signs of, 309-312
business.com (Web site), 73
business-to-business marketplace

customers, 115-117

decision-making in, 116

demand, derived, 116

forces to consider, 116-117
buyers’ market, 70

oo

capabilities and resources, company
critical success factors, 153-154
customer base, 147
distribution and delivery, 150-151
financial condition, 152-153
grid, 153-154
listed in business plan, 315
management, 145-146
operations, 148-149
organization, 146-147
research and development, 148
sales and marketing, 149-150
capacity
cycles of changing, 72
excess, 80, 279
levels, 72
capital
budget, 213
initial, 153
invested, 185, 187
owners’ equity as, 208
working, 184, 197
capital costs, as entry barriers, 68
Carnival Corporation (travel services
company), 36
cash cows, in Growth-Share Grid, 284
cash flow, positive, 153
cash flow statement
buildings, equipment, machinery, 188
changes in liquid assets, 188-189
cost of goods produced, 187



debt reduction, long-term, 188
description, 20, 185-186
dividend and interest income, 187
dividend distribution, 188
in financial review section, 20
gross receipts on sale, 187
interest expense, 188
invested capital, 187
net change in cash position, 189
projected, 208
sales, general, and administration (SG&A)
expenses, 188
cash position, net change in, 189
Caterpillar, Inc. (manufacturer), 253
Chamber of Commerce, for planning help,
13,14
change
critical questions on, 239
cultural trends, 230-232
economic trends, 223-227
employee handling of, 303
fear of, 322
future, preparing for, 239-241
preparedness for, 316
probability theory and, 238-239
product life cycle, 264-269
resistance to, 221-222
scenario planning, 237-238
technological trends, 232-234
trend forecasting, 235-237
U.S. government trends, 223-227, 227-229
Cisco Systems (technology company),
mission statement of, 58
class market, 92
Coca-Cola Company (soft drink company),
123, 125
COGS (cost of goods sold), 178, 202-203
collateral, 32
colleague, leadership style, 302
commodities marketplace, 69
communication
business plan as tool for, 317
with customers, 100
company description, business plan
section, 19
company overview, business plan
section, 18

company strategy, business plan section, 19
company strengths and weaknesses
questionnaire, 144

competence, core, 169-170
competition/competitors

analysis of, 136-138

assumptions, 135

in automobiles, 120, 128

based on customer choice, 123-125

business plan adjustments for, 310

capabilities, 130-131

choosing battles, 138

customers of, 107-108, 131, 274

entry barriers, 68, 127

exit barriers, 127

first-tier, 124

future, 129-130

goals, 133-134

head-to-head, 124

identifying, 122-130

indirect, 124

industry structure of, 6667

levels of, 124

looking at track records of, 23

market growth and, 69

market size and, 68-69

mobility barriers, 127, 129

predicting moves of, 133-135

price change and, 71

product differentiation, 69

product life cycle, 265-268

product substitution, 70

product usage and, 125

in service industries, 251

in soft drinks, 123

strategic groups, 125-129

strategies of, 132-133

strengths and weaknesses compared,

144, 155

from suppliers, 70

threats from new and aggressive, 80

tracking, 315

underestimating, 320

value equation, 121-122

value of, 120-122

winning, 136-138

wooing customers from, 274

Index 34 9
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competitive advantage
description, 167-168
Hertz example, 169
Microsoft example, 168
sustained, 171
complacency, threat of, 81
computer software, 12-13
Congress, U.S., 228
connections
with customers, 70-71
distribution, 71
supply and demand, 70
to venture capitalists, 30

consultants, business plan use for dealing

with, 24
consumables, 166
consumer behavior
motives, 109-110
needs, 108-109, 110
conventional wisdom, 135
Cooper, Martin (Motorola general
manager), 135
copyright protection, 229
core competence, 169-170
corporation, planning team for, 14
cost of goods produced, 187
cost of goods sold (COGS), 178, 202-203
cost-leadership strategy
description, 244
experience curve, 246-248
low-cost culture, 248-249
no-frills product, 246
costs
analysis of, 71-72
buildings, equipment, machinery, 188
on cash-flow statement, 187-188
change and business plan revision, 311
cost of goods produced, 187
cost of goods sold, 178, 202-203
debt reduction, long-term, 188
depreciation expense, 179, 204
dividend distribution, 188
economies of scale and, 71
experience curves, 72
forecasting, 202-204
on income statement, 178-179
interest expense, 179, 188, 203

sales, general, and administration (SG&A)

expenses, 178, 188, 203
taxes, 179, 204
credit, interest rate, 226
critical success factors (CSFs)
adopting new technologies, 75
distribution, 76
government regulation, 76
human resources, 75-76
location, 76
marketing, 76
monitoring, 153-154
operations, 75
organization, 76
service, 76
CRM (Customer Relationship
Management), 76, 114
cultural trends
demographic changes, 230-231
lifestyle changes, 232
social changes, 231
culture, company, 304-306

currency value, economic trends, 226-227

current assets, 181, 183, 205
current liabilities, 184, 207
current ratio, 191
customer base, 147
Customer Relationship Management
(CRM), 76, 114
customers
acquisition costs, 114
adoption process, 111-112
bad, 106-107
benefits of products, 94-95, 97
big picture view, 103-105
business, 115-117
business plan use for dealing with, 24
choice and competition, 123-125
communicating with, 100
of competitors, 107-108, 131, 274
demographic data, 88
80/20 principle, 107
geography of, 86-87
good, 106
grouping, 84-85
how choices are made, 110-112
identifying, 99



interviews, 101

lifestyle of, 88-89

lost, 113, 114, 310

loyalty, 76, 96-97, 113-114, 169

market segments, 85-90

motives, 109-110

needs, 108-109, 110

new categories, identifying, 78-79

perceptions, 111

personality of, 89-90, 96

power in buyers market, 70-71

product benefits to, 104

product life cycle and, 265-268

profile of, 88

psychographic data, 89

regional taste, 87

satisfied, 113

second-guessing the, 320

selection criteria, 123

of service industries, 251-252

traits of good, 84

value equation, 121-122

what they buy, 91-93, 314

who is buying, 314

why they buy, 93-97, 99, 314
customs, 231

o) e

Day-In-the-Life-Of (DILO) study, 101-102
debt reduction, long-term, 188
debt-to-equity ratio, 194
decision-making process (DMP)
in business-to-business marketplace, 116
market segments and, 96
steps in adoption process, 111-112
decision-making unit (DMU)
in business-to-business marketplace, 116
market segments and, 96
decline stage, product life cycle, 267-268
delegating responsibility, 15-16
delivery. See also distribution
company capabilities and resources,
150-151
by competitors, 131
market segments based on, 93
as primary link in value chain, 159
system for movies, 165

Dell Computer Corporation (computer
manufacturer), 239
Dell, Michael (Dell Computers), 239
Delphi study, 236-237
demand
derived, 115
generating new, 274
sharp fall in, 311
supply and, 70
demographic changes, 230-231
demographic data, 88
Department of Commerce Web site, 73
depreciation, accumulated, 183
depreciation expense
description, 179
projected, 204
deregulation, 228
derived demand, 115
development, budget, 213
differentiation strategy
description, 249
product features, 250
product packaging, 252
product quality, 250-252
questions to ask, 249-250
diffusion curve, technology, 232, 233
diffusion of innovation, 90, 96, 102
DILO (Day-In-the-Life-Of) study, 101-102
distribution
company capabilities and resources,
150-151
by competitors, 131
as critical success factor, 77
L'eggs example, 151
as primary link in value chain, 159
systems as entry barriers, 68
systems, definition, 71
distribution channel
alternate, 151
definition, 71
new, 79
traditional, 150
distributors, business plan use for dealing
with, 24
diversification, 278-280. See also
expansion
divesting, 256

Index 35’
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dividend and interest income

on cash-flow statement, 187

on income statement, 178
dividend distribution to owners, 188

divisions, organizing company by, 295-296

DMP. See decision-making process
DMU. See decision-making unit
dogs, in Growth-Share Grid, 284
dollar, value change in, 226-227
Drucker, Peter (management guru), 57
Dun & Bradstreet (financial information
company)
Industry Norms and Key Business
Ratios, 191
reports on the Internet, 73
DuPont formula, 209-211

oF o

earmarking resources, 172-173
earnings, accumulated retained, 185
earnings before interest and taxes
(EBIT), 193
Eastman Kodak (photographic materials
manufacturer), 64
economic trends
currency value, 226-227
GDP, 225
inflation rates, 226
interest rates, 225-226
predicting, 223-224
economies of scale, 68, 71
EEOC (Equal Employment Opportunity
Commission), 228
effectiveness, efficiency compared, 54-55
80 percent experience curve, 248
80/20 principle, 107
eLab (Vanderbilt University), 152
employees
change, handling, 303
as critical success factor, 75-76
developing business skills, 303-304
information management, 303
Johnson & Johnson Credo, 38
labor agreements, 81
skilled people availability as business
opportunity, 79
strategic thinking, 28
support of company values, 35, 37, 43

teamwork, 303
thinking independently, 303
vision statement creation and, 44
Enron Corporation (energy company), 43
entry barriers, 68, 127
environmental issues, Starbucks’
commitment to, 39
Environmental Protection Agency (EPA),
80, 228
environmental scanning, 222
Equal Employment Opportunity
Commission (EEOC), 228
equipment
as fixed asset, 183, 205
payback period, 205
equity
on balance sheet, 180, 185
debt-to-equity ratio, 194
equation, 180
projected owners’ equity, 207-208
return on equity (ROE) ratio, 195-196
ethics. See values statement
European Community, 229
exchange-rate volatility, 81
executive branch, of government, 228
executive summary, business plan
section, 17
exit barriers, 68, 127
expansion. See also growth
geographic, 275
new market and new product, 278-280
new market, existing product, 274-275
to new market segments, 275
new product, existing market, 274, 276
of product line, 276-280
same product and same market, 272-274
expenses, prepaid, 183
experience curve
description, 203, 246
diagram of, 247
80 percent, 248
learning and, 248
scale, 247
scope, 247
externalities, 36
extrapolation, 235
ExxonMobil (oil manufacturer and
exporter), 36
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failure, frequency of new business, 23, 279
fast food, 276
FDA (Food and Drug Administration), 77
features, product, 91-92, 94, 250, 277
Federal Express (delivery company), 109
Federal Trade Commission (FTC), 73, 80
financial condition
company capabilities and resources,
152-153
key questions about, 153
financial control, as supporting links in
value chain, 160
financial forecast. See also forecasting
budgeting, 211-217
cash-flow projections, 208
description, 198-199
DuPont formula, 209-211
errors, sources of, 199
estimated balance sheet, 204-208
failure to meet projections, 312
pro-forma income statement, 199-204
questions answered by, 199
realistic, 316
sales forecast, 200-201
what-if analysis, 211
financial ratios
current ratio, 191-192
debt-to-equity, 194
description, 190-191
inventory turnover, 192-193
net profit margin, 194-195
quick, 192
receivables turnover, 193
return on equity (ROE), 195-196
return on investment (ROA), 195
times interest earned, 193
financial review, 20
financial statement. See also specific
statements
accuracy, certification of, 35
description, 175-176
financing. See also bankers; venture
capitalists
angel, 29, 31
bridge, 30
first-stage, 30
mezzanine, 30

second-stage financing, 30
seed, 30
terminology, 30
first-stage financing, 30
504 program, 32
fixed assets, 183, 205
focus strategy
benefits of, 254-255
description, 132, 253
limited territory, 254
niche markets, 253-254
targeted products, 254
Food and Drug Administration (FDA), 77
Ford, Henry (automobile pioneer), 85, 270
Ford Motor Company (automobile
manufacturer), 36, 53, 128, 270
forecasting. See also financial forecast
judgment, 236
probability theory, 238-239
trend, 235-237
forward integration, 129, 256
FTC (Federal Trade Commission), 73, 80
Fuld & Company Library (Internet
Intelligence Index), 73
functional, business organization, 295
Functions of the Executive (Chester
Barnard), 54

o(Goe

Gary, Judge Elbert (head of U.S. Steel), 160
Gates, Bill (Microsoft founder), 168
GDP (gross domestic product), 225
GE Framework

business strengths, 286-287

description, 286

industry attractiveness, 286-287

options suggested by, 288
General Electric (manufacturer)

competition, 134

GE Framework, 286

leadership qualities, 304

strategic business units (SBU), 281
General Motors (automobile

manufacturer), 50, 85, 126

geography

of customers, 86-87

expanding into new markets, 275

focus strategy and, 254
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goals
changes, abrupt, 309
communication of, 59-60
of competitors, 133-134
consistent with mission, 313
creating, guidelines for, 55
failure to meet, 309-310
GOWN (goals, objectives, words,
numbers) acronym, 54
importance of, 51-52
objectives compared, 53-54, 59
pitfalls, avoiding, 59-60
stretch, 59
timing, 60
tying to mission statement, 56, 57-58
goals and objectives statement, for
company overview section, 18
goodwill, 183
government
branches, 227-229, 228-229
as information resource, 73
state and local, 229
trends, 227-229
government regulations
changes as opportunity, 79
competition and, 121
as critical success factor, 77
threats from, 80

GOWN (goals, objectives, words, numbers)

acronym, 54
gross domestic product (GDP), 225
gross profit, 179
gross revenue on sales, 177, 187
growing markets, 69
growth
dangers of, 272, 278
discussion of, 269-272
diversification, 278-280
new market and new product, 278-280
new market, existing product, 274-275
new product, existing market, 274, 276
question to ask about, 277
same product and same market, 272-274
steps for identifying methods, 272
too much, too fast, 312
Growth Directions Matrix, 270-271
growth markets, 79
growth stage, product life cycle, 266

Growth-Share Grid
cash cows, 284
cautions, 285
description, 282
diagram of, 283
dogs, 284
problem children, 283-284
stars, 284
using, 284-285

o/ o

Hertz (car-rental agency)
competitive advantage, 169
core competence, 170
hierarchy of needs model, 110
history, looking back at, 23-24
HMO (Health Maintenance Organization),
110
Honda (engineer manufacturer), 170
Hoover’s Online (financial information
company), 73
human resources. See employees

o]e

impact, of trends, 240

income statement
cost of goods sold, 178
depreciation expense, 179
description, 20, 176-177
dividend and interest income, 178
in financial review section, 20
gross profit, 179
gross revenue on sales, 177
interest expense, 179
net profit, 176, 180
operating profit, 180
profit before taxes, 180
projected (pro-forma), 199-204
sales, general, and administration (SG&A)

expenses, 178

taxes, 179

income statement, pro forma
anticipated costs, 202-204
costs of goods sold, 202-203
depreciation expense, 204
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description, 199-200
interest expense, 203
projected revenue, 200-202
sales, general, and administration (SG&A)
expenses, 203
taxes, 204
industry analysis
description, 65
entry barriers, 68
exit barriers, 68
finances, 71-72
identifying your business, 64
information resources, 73-74
major components of, 67
market analysis, 68-70
questionnaire, 65-66
relationships, 70-71
structure, 66-68
technology, examination of, 67
Industry Norms and Key Business Ratios
(Dun & Bradstreet), 191
inflation rates, economic trends, 226
information systems, 299
Initial Public Offering (IPO), bridge loans
before, 30
innovation, diffusion of, 90, 96, 102
Institute for OneWorld Health (nonprofit
pharmaceutical organization), vision
statement of, 45
intangibles, 183-184
integration, 255-258
interest, 193
interest expense
on cash flow statement, 188
on income statement, 179
projected, 203
interest income
on cash-flow statement, 187
on income statement, 178
interest rates
economic trends, 225-226
long-term, 226
short-term, 226
internal financial controls, 35
Internal Revenue Service (IRS), 10, 80, 204
Internet. See also Web sites
accuracy of information, 12
as information resource, 73
online data providers, 73

online shopping, 152
as planning resource, 10-12
search engine use, 10-11
Internet Intelligence Index (Fuld &
Company Library), 73
interview, customer, 101
introduction stage, product life cycle,
265-266
Intuit (software company), 105
inventory
as current asset, 183
projected, 205
inventory turnover ratio, 192-193
invested capital, 185, 187
investments, as liquid assets, 181
investors
business plan use for dealing with, 24
company values and, 39
IPO (Initial Public Offering), bridge loans
before, 30
IRS (Internal Revenue Service), 10, 80, 204

o]o

Jackson, Jess (Kendall-Jackson winery), 256

Jobs, Steven (Apple Computers), 143

Johnson & Johnson (health-care
company), 36-38

journals, as information resources, 10

judgment forecasting, 236

judicial branch, of government, 228-229

Justice Department, 73

oK o

Kendall-Jackson (winery), 256

Keystrokes Word Processing (secretarial
services company), mission statement
of, 50

KISS (Keep It Simple, Stupid!) principle, 246

Korvettes (retailer), 293

Kroc, Ray (McDonald’s), 276

o/ o

labor agreements, 81
laziness, threat of, 81
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leadership
business plan implementation, 301
culture creation, 304-306
developing business skills, 303-304
General Electric example, 304
styles, 302
U.S. Army example, 303
vision, following company, 306
L'eggs (nylons retailer), 151
legislative branch, of government, 228
leverage, 196, 206, 207, 210
liabilities
on balance sheet, 180-181, 184
current, 184, 207
long-term, 184, 207
projected, 206-207
libraries, as information resource, 74
lifestyle
changes, trends in, 232
customer, 88-89
Lightner, Candy (MADD founder), 230
line of credit, 32
liquidity, 191
loans, 32
location, as critical success factor, 76
long-term liabilities, 184, 207
looking back, 23-24
looking forward, 22-23
low cost strategy, 132, 245-249
Lowe’s (building supply store), 231
loyalty, customer, 76, 96-97, 113-114, 169

o/ o

MADD (Mothers Against Drunk Driving),
230
magazines, as information resources, 10
management
company capabilities and resources,
145-146
of competitors, 130-131
key questions about, 145-146
as supporting links in value chain, 160
management by objectives (MBO), 57
management levels, 296-297
market analysis
growth, 69
product differentiation, 69

product substitution, 70
size of market, 68—69
usage gap, 69
market expansion, competition from, 129
market growth
Growth-Share Grid and, 283, 285
spurts in, 79
market researcher, 85
market segment examples
airlines, 91-92
athletic shoes, 84-85
automobiles, 85
cosmetics, 93
toothpaste, 97
market segments
delivery options and, 93
diagram of, 87
expanding into new, 275
grouping customers, 84-85
identifying customers, 99
packaging, 92
product features and, 91-92
product pricing and, 92-93
researching, 101-102
size, 98-99
useful, 97-100
by what customers buy, 91-93
by who customers are, 85-90
market share, projected, 200-202
market size, projected, 200-202
market slowdowns, 80
market-follower strategies, 260-261
marketing
company capabilities and resources,
149-150
of competitors, 131
as critical success factor, 77
examples, 252
experience and product expansion, 279
key questions about, 150
as primary links in value chain, 159
test, 101
market-leader strategies, 259
mass market, 92
master budget, 212, 214
materials, availability of new, 78
matrix organization format, 296
maturity stage, product life cycle, 267, 274



MBO (management by objectives), 57
McDonald’s (restaurant chain), 276
McNeil Laboratories (health-care
company), 37
mentoring program, 14
mezzanine financing, 30
MicroLoan Program, 32
Microsoft (software company)
competitive advantage, 168
core competence, 170
MINI Cooper USA (automobile
manufacturer), mission
statement of, 51
mission statement
background questions, 48-49
as communication tool, 48
for company overview section, 18
content, 48
creating, 49-50
display of, 47-48
examples, 50-51, 58
length, 48
objectives and, 57-58
tying goals to, 56, 57-58
mobility barriers, 127, 129
monopoly, 66
morale, decline in company, 311
Mothers Against Drunk Driving (MADD), 230
motivation, failure to use, 322
motives, customer, 109-110
Motorola (cell phone manufacturer), 135
MSN Money (Web site), 191
multiopoly, 66

o\ o

name recognition, 278

National Federation of Independent
Business (NFIB), Web site, 11

needs, customer, 108-109, 110

needs fulfillment, 108

net profit margin ratio, 194-195, 210

net profit, on income statement, 176, 180

Netflix.com (Internet video supplier), 165

new market, expanding into, 275

newspapers, as information resources, 10

NFIB (National Federation of Independent
Business), Web site, 11

niche markets, 253-254

Nokia (mobile phone manufacturer), 135

Nolo (financial information company),
Web site, 11

Nordstrom (retailer), 147

o () o

objectives
communication of, 59-60
description, 54
developing, guidelines for, 56-57
goals compared, 53-54, 59
importance of, 51-52
management by objectives method, 57
matching with mission statement, 57-58
pitfalls, avoiding, 59-60
timing, 60
Occupational Safety and Health
Administration (OSHA), 80, 228
off-shoring, 258
oligopoly, 66
online data providers, 73
online shopping, 152
operating procedures
accounting system, 299
budgeting system, 299
information system, 299
personnel system, 299
planning system, 300
questions to ask, 298
reengineering, 299
operating profit, 180
operations
automation, 149
budget, 212
company capabilities and resources,
148-149
of competitors, 131
as critical success factor, 75
key questions about, 149
as primary links in value chain, 159
as source for diversification, 278

Index 357
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opportunities
examples of, 78-79
spotting, 313-314
organization
company capabilities and resources,
146-147
of competitors, 131
as critical success factor, 76
fresh models, 79
key questions about, 146-147
as supporting links in value chain, 160
organization structure
basic design, 294
choosing, 297
company size and, 297
by divisions, 295-296
functional model, 295
management levels, 296-297
matrix format, 296
OSHA (Occupational Safety and Health
Administration), 80, 228
Otis Elevator (elevator manufacturer),
mission statement of, 50
outsourcing, 258
owners’ equity
accumulated retained earnings, 185
invested capital, 185
projected, 207-208
return on equity (ROE) ratio, 195-196
ownership, key questions about, 145-146

opPe

packaging

aspects of, 92

of product, 252
Palm, Inc. (computer manufacturer),

mission statement of, 51

patents

as entry barrier, 68

loss of protection, 81
payback period, 205
perceptions, customer, 111
personality types, customer, 89-90, 96
personnel system, 299
pitch, to venture capitalists, 31
pitfalls, avoiding business-planning, 59-60
plan, definition, 22

planning
as art and science, 25-26
importance of, 27-28
scenario, 237-238
as supporting link in value chain, 160
tactics compared, 26-27
planning mistakes
budget versus plan, 321
competition, underestimating, 320
failure to plan, 319
fear of change, 322
lack of input, 322
motivation and reward, failure to use, 322
risk, avoiding reasonable, 321
second-guessing the customer, 320
strengths, ignoring, 321
values and vision, ignoring, 320
planning process
first step, 24-25
looking around, 24
looking back, 23-24
looking forward, 22-23
strategic thinking, 25-26
planning resources
books, 10
finding advice, 14
identifying, 9-14
Internet, 10-12
professional help, 13
software, 12-13
planning systems, 300
planning team
company size and, 14
delegating responsibility, 15-16
ground rules, 15
organization, 16
scheduling, 15
size of team, 15
population trends, 80
Porter, Michael (Harvard University
professor), 244
portfolio analysis
business strengths, 287
description, 282
GE Framework, 286-288
Growth-Share Grid, 282-285
industry attractiveness, 286-287
Post-its (3M), 105
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prepaid expenses, 183 introduction stage, 265-266
pricing, market segments and, 92-93 maturity stage, 267, 274
principles slowing, 274
beliefs and principles questionnaire, 40-41  product portfolio management
Starbucks’ guiding, 39 GE Framework, 286-288
Probability and Impact Grid, 240-241 Growth-Share Grid, 282-285
probability theory, 238-239 questions to ask, 280
problem children, in Growth-Share Grid, strategic business units, 280-281, 286-288
283-284 product use
procedures, operating greater, encouraging, 273
accounting system, 299 monitoring, 125
budgeting system, 299 more-frequent, 273
information system, 299 new, 273-274
personnel system, 299 professional help, for planning, 13
planning system, 300 profile, company, 88
questions to ask, 298 profile, customer, 88
reengineering, 299 profit
Procter & Gamble, 145 cycles of changing, 72
product gross, 179
adoption process, 111-112 on income statement, 179-180
benefits, 94-95, 97, 104 net, 176, 180
cash cows, 284 operating, 180
customer perceptions of, 111 product life cycle and, 266-268
delivery options, 93 before taxes, 180
differentiation, 69, 250-252 profit margins, 72
dogs, 284 profitability ratios
extending your product line, 276-280 net profit margin, 194-195
features, 91-92, 94, 250, 277 return on equity (ROE), 195-196
level of use, 97 return on investment (ROA), 195
no-frills, 246 psychographic data, 89
options, 277
packaging, 92, 252 P 0 P
pricing, 92-93 -
problem children, 283-284 quality, product, 250-252
quality, 250-252 question marks, 284
related groups, 277 questionnaire
selection criteria of customers, 123 beliefs and principles, 4041
stars, 284 company strengths and weaknesses, 144
substitution, 70, 80-81 Delphi study, 236-237
targeted, 254 industry analysis, 65-66
value equation, 121-122 quick ratio, 192

product expansion, competition from, 129 Quicken (Intuit), 105
product life cycle
decline stage, 267-268
description, 264 o R o
diagram of, 265
estimation product position, 268-269
growth stage, 266

railroad companies, 63
random statistics, 238
ratios. See financial ratios
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raw materials, shortage of, 81
receivables turnover ratio, 193
reengineering, 299
regional taste, of customers, 87
relative market share, 283, 285
research
customer, interviews, 101
DILO study, 101-102
test marketing, 101
research and development (R&D)
company capabilities and resources, 148
of competitors, 131
key questions about, 148
as primary links in value chain, 159
resource allocation, based on value chain,
172-173
resources and capabilities, company
critical success factors, 153-154
customer base, 147
distribution and delivery, 150-151
financial condition, 152-153
grid, 153-154
listed in business plan, 315
management, 145-146
operations, 148-149
organization, 146-147
research and development, 148
sales and marketing, 149-150
resources, planning. See planning
resources
retained earnings, 185
return on assets (ROA), 195, 205, 210
return on equity (ROE), 195-196, 206,
209-210
return on investment (ROI), 195
revenue
change and business plan revision, 311
dividend and interest income, 178, 187
gross from sales, 177, 187
on income statement, 177-178
projected, 200-202
source of, 164-166
timing of, 166
Revson, Charles (Revlon founder), 104
rewards, 305, 322

risks
of borrowing money, 32
failure to take, 321
rituals, 305
ROA (return on assets), 195, 205, 210
ROE (return on equity), 195-196, 206,
209-210
ROI (return on investment), 195
Rubbermaid (home products company),
280

oS e

sales. See also marketing
cycles, 201
forecast, 200-201
gross revenue on, 177, 187
volume, product life cycle and, 264-265
sales, general, and administration (SG&A)
expenses
on cash-flow statement, 188
on income statement, 178
projected, 203
San Diego Zoo (zoological park), mission
statement of, 50
Sarbanes-Oxley Act, 35
Saturn Division of General Motors
(car manufacturer), mission
statement of, 50
SBA. See Small Business Administration
SBIC (Small Business Investment
Company), 32
SBUs (strategic business units), 280-281,
286-288
scale
economies of scale, 68, 71
experience curve and, 247
of operations, 279
scenario planning, 237-238
scope, experience curve and, 247
SCORE. See Service Corps of Retired
Executives
search engines, Internet, 10-11
second-stage financing, 30
Securities & Exchange Commission
Web site, 73
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seed financing, 30
selection criteria, 123
self-analysis
capabilities and resources, 145-153, 154
critical success factors, 153-154
frames of reference, 143-144
frequency of, 142
situation analysis, 142
strengths and weaknesses, 142-144, 154
SWOT analysis, 142, 155-156
service
adoption of, 111-112
customer perception of, 111
as primary links in value chain, 159
product life cycle, 264-269
quality of, 250-252
Service Corps of Retired Executives
(SCORE)
as planning resource, 13
Web site, 11, 13
7(A) program, 32
SG&A. See sales, general, and
administration (SG&A) expenses
shrinking markets, 69
situation analysis. See also SWOT
(strengths, weaknesses, opportunities,
and threats) analysis
description, 78, 142
opportunities, 78-79
threats, 80-81
Sloan, Alfred P., Jr. (General Motors), 85
small business
importance of business plan for, 23
planning team for, 14
survey of, 27
Small Business Administration (SBA)
504 program, 32
as funding source, 32
MicroLoan Program, 32
7(A) program, 32
Small Business Investment Company
(SBIO), 32
Web site, 10, 11
Small Business Investment Company
(SBIO), 32
social changes, 231
software, business-planning, 12-13

something different strategy, 132
Sony Corporation (consumer electronics
company), vision statement of, 45
Southwest Airlines (air carrier), 91-92
stakeholders
company values and, 39
description, 28-29
investors, 29-31
lenders, 31-32
Standard & Poor’s Industry Surveys, 73
standards, 260
Stanley, Morgan (investment company),
146
Starbucks (coffee chain), guiding
principles, 39
stars, in Growth-Share Grid, 284
start-up financing, 30
strategic business units (SBUs), 280-281,
286-288
strategic group
definition, 127
identifying, 125-127
mobility barriers, 127
steps for dividing competitors into,
128-129
traits, 127
strategy (strategic thinking)
benefits of, 26
of competitors, 132-133
cost leadership, 245-249
definition, 25
differentiation, 249-252
employee input, 28
focus, 132, 253-255
framework for, creating, 28
generic, 132-133
integrating into business, 27-28
low cost, 132, 245-249
market follower, 260-261
market leadership, 259
off-the-shelf (generic), 243, 244-245
outsourcing, 258
product life cycle and, 266-268
questions to ask about, 315-316
questions to focus on, 26
reviewing and revising, 260-261, 261-262
something different, 132
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strategy (strategic thinking) (continued)
as supporting links in value chain, 160
tactics and, 27
tailoring, 261
vertical integration, 255-258
strengths
Apple Computers example, 143
capabilities and resources, 145-153
competitors compared, 155
definition, 142
in GE Framework, 287
grid, 154
ignoring, 321
knowledge of, 315
questionnaire, 144
SWOT analysis, 142, 155-156
viewpoints on, 143-144
strengths, weaknesses, opportunities, and
threats (SWOT) analysis
acting on, 156
frequency of, 142, 156
grid, 156
steps, 155
stretch goals, 59
substitute market, 201
suggestion box, 43
suppliers
alliances with, 70
business plan use for dealing with, 24
competition from, 70
supply and demand, 70
supply chain, 71
SWOT (strengths, weaknesses,
opportunities, and threats) analysis
acting on, 156
frequency of, 142, 156
grid, 156
steps, 155
systems, essential business
accounting, 299
budgeting, 299
information, 299
personnel, 299
planning, 300

oJ e

tactics, planning compared to, 26-27
tangible image of the company, 49
taxes
on cash flow statement, 188
on income statement, 179
projected, 204
technology
adopting new technologies as critical
success factor, 75
business plan adjustments for new, 310
diffusion curve, 232, 233
industry analysis of, 67
preparing for new, 234
shifts as opportunity, 78
trends, 232-234
test marketing, 101
threats
examples, 80-81
preparedness for, 314
3M (manufacturer), 105
times interest earned ratio, 193
tobacco companies, 229
Topps, Inc. (trading card company), 223
trade associations, as information
resource, 73
traditions, 231
trend forecasting
Delphi study, 236-237
extrapolation, 235
judgment forecasting, 236
trends
cultural, 230-232
diagram, 224
economic, 223-227
for financial forecasting, 201
forecasting, 235-237
impact of, 240
technological, 230-232, 232-234
U.S. government, 227-228
Tylenol (Johnson & Johnson), 37
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U.S. Army, leadership example, 303
U.S. Census Bureau, 73

U.S. Steel, 160

usage gap, 69

oo

value chain
architectural firm example, 163
description, 158, 159
developing, 160-162
diagram of, 159
earmarking resources, 172-173
framework, 161
primary links, 159
supporting links, 160
U.S. Steel example, 160
value equation, 121-122, 158
value proposition, 162-164
values
beliefs and principles questionnaire,
40-41
employee support of company, 35, 37, 43
as guidelines for decisions, 33-35
Starbucks’ guiding principles, 39
value of, 37
values statement
audience, 38-39
for company overview section, 18
creating, 42-43
description, 35, 36
displaying, 42-43
ignoring, 320
Johnson & Johnson Credo, 37-38
legal issues and, 35
practical use, 43
Vanderbilt University (eLab), 152
venture capitalists
as business plan audience, 29-31
connections, 30
frequency of funding by, 29
nature of, 29

pitch to, 31
terminology, 30

vertical integration

backward integration, 256
description, 255-256
forward integration, 256
middle ground of, 258
pros and cons of, 257

vision, company, 306
vision statement

changing, 46

for company overview section, 18
creating, 44-45

description, 44

examples, 45

ignoring, 320

o ([ o

Wal-Mart (retailer), 149, 255
weaknesses

capabilities and resources, 145-153
competitors compared, 155
definition, 142

grid, 154

knowledge of, 315

questionnaire, 144

SWOT analysis, 142, 155-156
viewpoints on, 143-144

Web sites

Amazon.com, 152

BizStats.com, 191

business.com, 73

Department of Commerce, 73

Department of Justice, 73

Federal Trade Commission, 73

Fuld & Company Library, 73

Hoover’s, 73

Internal Revenue Service (IRS), 204

IRS, 10

MSN Money, 191

National Federation of Independent
Business (NFIB), 11
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Web sites (continued) written plan
Nolo, 11 action plan section, 20
as planning resources, 10-12 business environment section, 18-19
SEC (Securities & Exchange company description, 19
Commission), 73 company overview, 18
Service Corps of Retired Executives company strategy, 19
(SCORE), 11 executive summary, 17
Small Business Administration (SBA), 10, financial review section, 20
11, 32 size, 17
U.S. Census Bureau, 73 in three-ring binder, 17
Welch, Jack (General Electric CEO), 134,
304 ® Z ®
Whole Foods Market (natural food
company), mission statement of, 50 zero-based budgeting, 215

working capital, 184, 197
Wozniak, Steve (Apple Computers), 143



