
Chapter 1

Starting Your Planning Engine
In This Chapter
� Understanding the contents, use, and value of a business plan
� Identifying the people who will read your plan
� Setting your business time frame and milestones
� Launching the business-planning process

The fact that you’re holding this book means the task of writing a business 
plan has made it onto your to-do list. Now come the questions. What 

exactly is business planning? What should it include? Where do you start the 
process of writing your business plan?

Well, that’s exactly what this first chapter of Business Plans Kit For Dummies, 
3rd Edition, is all about. It confirms your hunch that business planning is 
essential — when you start your business and at every growth stage along 
the way. Plus, it helps you think clearly about why you need a business plan, 
whom your business plan is for, what key components you need to include, 
and what kind of time frame is reasonable.

Writing a business plan is a big task, but this book makes it manageable. This 
chapter provides a quick and easy overview to get you oriented and on your 
way to business-planning success.

Understanding Your Starting Position
No two businesses are exactly alike, and no two business plans are precisely 
the same, either. Every business comes to the planning process with differ-
ent issues and goals. Most start-up businesses understand the importance of 
business planning. Without a plan, they usually can’t get funding.

But even businesses with plenty of cash can get into big trouble without 
a well-thought-out plan. Business planning is an ongoing process for all 
businesses — or at least it should be. Effective planning keeps established 
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10 Part I: Building a Strong Foundation for Your Plan 

companies on track. It serves as a guide for companies that plan to launch a 
new product or service or introduce a new marketing program to seize new 
business opportunities. A plan is also essential for companies in trouble who 
want to chart an effective turnaround. Even companies that are looking to 
go out of business need a plan if they intend to put themselves up for sale or 
merge with another business. The purpose and the process of business plan-
ning, in other words, are different, depending on your starting position. The 
following sections describe some of the most common starting positions.

Planning for a start-up
A start-up company begins with a new idea and high hopes. A business plan 
helps these new ventures evaluate their new idea, potential market, and 
competition. The critical questions that a business plan for a start-up must 
address are

 � Does this new venture have a good chance of getting off the ground?

 � How much money will the business need to get up and running?

 � Who are our customers, and what’s the best way to reach them?

 � Who are our competitors, and what’s the best way to outrun them?

 � Why will customers choose our new product or service instead of our 
competitors’?

Planning to address changing conditions
Especially during rocky economic times, many existing businesses are trying 
to retool themselves. The critical questions a business plan must address are

 � What are the economic realities we face?

 � How can we reshape the company and its products or services to com-
pete in the new economic environment?

 � What steps do we need to take to reach the goal of achieving those 
changes?

Planning to seize growth opportunity
Even successful companies can’t rest on their laurels. To remain successful, 
they have to continue to compete. For many, that means recognizing and 
seizing opportunities to grow their businesses. For companies charting a 
strategy to grow, a business plan must address several key questions:
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 � Where do the best opportunities for growth lie?

 � Who are our competitors in this new market?

 � How can we best compete to grab new market share?

Committing to the Business-Planning 
Process

With a thousand issues clamoring for the precious hours in your day, com-
mitting time to plan your company’s future isn’t easy. But operating without 
a plan is even harder — and even more time-consuming in the long run. We 
can give you dozens of good reasons to plan.

Two steps can help you get started. The first is to define your business situ-
ation and how a business plan can help you move your business from where 
it is to where you want it to be. The second is to list the ways that a business 
plan can heighten your company’s odds of success. The next two sections 
lead the way.

Defining your business-planning situation
To get your business where you want it to go, you need a map to follow, 
which is what your business plan is all about. It starts with a description of 
your current situation; describes your future plans; defines your opportuni-
ties; and details the financial, operational, marketing, and organizational 
strategies you’ll follow to achieve success.

 Imagine that your company is a ship about to set sail on an ocean voyage. 
Your business plan defines your destination and the route that you’ll follow. It 
details the supplies and crew you have on board as well as what you still need 
to acquire. It forecasts the cost of the voyage. It describes the weather and sea 
conditions you’re likely to encounter along the way and anticipates the poten-
tial dangers that may lurk over the horizon. Finally, your business plan identi-
fies other ships that may be attempting to beat you to your destination.

The same kind of planning is necessary back on dry land. To navigate a new 
course for your company, you need to start with an assessment of where 
your business is right now. You may be putting your business together for 
the first time. Or your business may be up and running but facing new chal-
lenges. Or perhaps your business is doing well and about to launch a new 
product or service. Once you assess your current situation, you need to 
define where you want to arrive and what strategies you’ll follow to get there.
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TYPICAL BUSINESS-PLANNING SITUATIONS

We think we have a good idea, but we•re not sure if we•re being overly optimistic.

The process of putting together a business plan can be a powerful reality check. While crafting 
your plan, you’ll put your good idea to the test. Does your business proposition make sense? 
Are the assumptions you’re making, in fact, true? Does your strategy fit in with prevailing 
business conditions? Do you have the resources you need? Will you really be able to attract  
customers? Can you actually make a profit? Do you have contingency plans in place if things go
wrong? What do critics of your new plan say? Are any of their concerns justified? How can you
address their criticisms?

We know we have a great idea. We•re just not sure how to turn it into a real business.

Turning a great idea into a successful business is exactly what a business plan is all about. One 
key part of your plan is likely to be a business model, for example, which describes exactly 
how your business intends to take in and make money. (Planning a not-for-profit? Your business 
model will describe where the money’s coming from and how you plan to allocate it.) Most 
business plans also include detailed goals and objectives, which together create a road map 
for exactly how to turn that great idea of yours into a going — and growing — concern.

We need to convince investors that our great idea can make them lots of money.

The only way to convince investors is with a solid business plan. Sure, you can point to a time in the 
heady days of the Internet boom when investors may have written a check simply because 
an idea sounded good or the entrepreneurs were energetic and talked the talk. But booms never 
last very long. Most of the time, investors want to see a strong and convincing business plan — one  
that makes a persuasive case that your company can turn a profit. They will take an especially 
close look at your business model and your financials. And the same goes for lenders. A complete 
and convincing business plan can help you get the loans you need to get your business up
and running.

We•re having a tough time attracting talented people in a highly competitive labor market.

A strong business plan will help. Prospective employees need to feel confident that they’re signing 
on with a company that knows what it needs to do to succeed. They also need to share in your  
vision and excitement. If your business plan points clearly toward an attractive destination, 
you’ll have a very good chance of enlisting the kind of skilled and enthusiastic people you’re
looking for. If the plan also helps attract new hires with experience in this kind of venture,
all the better.

Form 1-1: This form lists typical business-planning situations that may match your circumstances.
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I•m thinking of going into business for myself, but I•m not sure where to start.

Sole proprietors going into business on their own are often less likely than bigger companies to take 
the time to write a detailed business plan. But they really have as much or more to gain. 
Writing a business plan — particularly creating a detailed set of goals and objectives — gives you 
a simple framework to think about where to begin and how to follow through. If you’re going into 
business on your own for the first time, a plan can help you sidestep problems and focus clearly 
on what you do best. Most important of all, a detailed and well-thought-out business plan gives 
you the confidence you need to go out and start your own business in the first place.

Our company has hit a few big bumps in the road, and we•re struggling to get back on track.

Part of the business-planning process involves an analysis of your own strengths and weaknesses 
as well as a recognition of the opportunities and threats in your business environment. 
Establishing specific goals and objectives as part of a coherent, overall plan is especially 
important when your company is in trouble. An effective business plan ensures that all your 
employees are focused on the same goals when you most need them to be.

We•ve had a few “nancial and personnel problems lately, and staff morale is low.

A strong and inspiring business plan can bring your employees back together and boost morale. 
Two key parts of a good business plan — the mission statement and the vision statement — help 
make clear to employees not only what the company does, but also why it’s in business. The two  
statements express both your purpose and what the company wants to become in the future.  
Many businesses use their mission and vision statements to inspire their people, boost 
productivity, and sharpen their competitive edge.

We want to sell off part of the company so that we can focus on what we•re good at.

You have two good reasons to write a business plan. One of the purposes of your plan will be to 
get the part of the company you’re spinning off in shape and ready to sell — at the best price.  
The other purpose of your plan will be to help you set out goals and objectives for the remaining  
part of the company, allowing you to focus your efforts on what you do best. Whenever a company 
undergoes the kind of sweeping change you describe, it really becomes a new company. 
That’s why writing a new business plan in this situation is so important.

Page 2 of Form 1-1.
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We have the opportunity to grow our business, but we•re worried about growing too fast.

Success can be a double-edged sword. It’s great while the money keeps rolling in, but the 
pressure to grow has also derailed many a company. Effective planning can help you chart 
the best way for your own business to grow. A solid business plan will also help ensure  
that you have the necessary resources in place to support and power your growth.

We•re thinking about introducing a new product or service, but we need some guidance.

Introducing a new product or service — or entering a brand new market with a product or 
service you already have — is very much like starting a business. You need to think through 
all the same issues, from whom your customers and competitors are likely to be to avoiding  
threats and seizing market opportunities. The process of creating a business plan helps you   
develop a strategy for introducing your new product or service and then ensures that it 
becomes a successful part of the larger business.

Page 3 of Form 1-1.

Making a wish list for your business plan
Setting out your priorities in the form of a business-planning wish list can 
help you focus your efforts. With a completed plan in hand, you can return to 
this list to make sure that it achieves everything on your list of priorities.

 To create your own wish list for business planning, use Form 1-2 on the 
CD-ROM. It lists some of the items that top the list for businesses embarking 
on the planning process. It also allows you to fill in items of your own. Place a 
check mark beside the items that are on your wish list. After you’ve completed 
the form, assign a priority (low, medium, or high) to the items you’ve checked. 
Keeping this form handy as you go through the planning process will help you 
stay on track to meet your planning goals.

Write a plan; make more money
For proof that a business plan is important, con-
sider this example. When the Kauffman Center 
for Entrepreneurial Leadership surveyed the 
annual winners of its Entrepreneur of the Year 
Award, it found that companies with written 

business plans had 50 percent greater sales 
growth and 12 percent higher gross profit mar-
gins than companies without plans. How’s that 
for incentive?
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BUSINESS-PLANNING WISH LIST
 
 At the End of the Planning Process, We Hope to Have . . . Priority         

❏  A document we can use to get funding Low medium high

❏  A strategic plan for a new product or service launch Low medium high

❏  A compelling description of our business model Low medium high

❏  A financial forecast for the upcoming year Low medium high

❏  A document we can use to recruit new employees Low medium high

❏  A strategic plan to return the company to profitability Low medium high

❏  A strong marketing plan to address new competition Low medium high

❏  A description of our operations Low medium high

❏  A detailed assessment of the competitive environment Low medium high

❏  An analysis of our strengths and weaknesses Low medium high

❏  A detailed set of goals and objectives aligned with our strategy Low medium high

❏  A plan for a change in ownership or management Low medium high

❏  A detailed analysis of our customers and what makes them buy Low medium high

❏  A reality check for a new idea for going into business Low medium high

❏  A document we can use to get grant money for a nonprofit Low medium high

❏  A clear sense of our vision and mission Low medium high

❏  A strategic plan to return to our core business Low medium high

❏  A document that will help explain the company’s mission to employees Low medium high

❏  A plan to prepare the company for a sale or merger Low medium high

❏  Other: Low medium high

❏  Other: Low medium high

❏  Other: Low medium high

 Form 1-2: Use this form to establish your specific objectives for creating a business plan.

Identifying Target Audiences 
and Key Messages

Your business plan is the blueprint for how you plan to build a successful 
enterprise. It’s a comprehensive document that covers a lot of territory and 
addresses all sorts of issues. To help focus your efforts, consider which 
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 � A person who owns shares in a company wants to read about growth 
plans.

 � A banker considering a loan request wants to see proof of strong rev-
enue and profit prospects.

 � Employee groups want to see how they’ll benefit from the company’s 
growth and profits.

 � Regulators focus on operational and financial issues.

For advice on targeting and talking to your key audiences, including informa-
tion on which parts of the business plan various audiences turn to first and 
how to address multiple audiences with a single plan, turn to Chapter 14.

 But for now, do some preliminary planning, using Form 1-3 on the CD-ROM:

 1. Identify the three most important audiences you intend to address 
with your business plan.

  For help, refer to the list of common audiences in Form 1-2.

 2. Jot down key points you need to make to each target audience.

  Writing down your key points doesn’t require fancy prose; just get your 
ideas down on paper so you can refer to them when you begin writing 
your business plan.

Business planning as a test drive
Business planning sets the course that you plan to follow. But a good busi-
ness plan also functions as a kind of test drive. It allows you to think about 
all the parts you need to have in place to make your company run at peak 
performance.

A good business plan is also your chance to anticipate bumps or sharp turns 
that may lie ahead — including economic uncertainties, competitors on the 
same racetrack, and your particular strengths and weaknesses. Many compa-
nies discover that business planning allows them to conduct a virtual test of 
a new product or service idea or a proposed strategy for a turnaround. Along 
the way, they get to work out the kinks and avoid problems that, in the real 
world, may have left them broken down on the shoulder of the road. Many 
companies end up retooling their product, service, or strategy as a result of 
the business planning process.
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