Notes to Video Supplements for Building a Dream – Sixth Edition

Stage 11 Preparing Your Business Plan

YoonTown

Summary

Sebastian Yoon is a successful owner of Sebastian Yoon Fine Arts, but he has an idea for a new venture.  With $500,000 borrowed from a relative he wants to build a restaurant where patrons can watch people blow glass while they eat.  Sebastian’s task is to find investors to support his idea.  He tried banks, but they weren’t interested.  How can he get a bank interested in his venture when it encompasses the high risk business areas of retail and restaurants?

Questions for Discussion

1. Are all business plans the same?  What are some reasons for preparing a business plan?  Why did Yoon create a business plan?

2. Who should write your business plan?

3. How can a business plan be used to attract investors?

4. When you bring a business plan to an investor, what are they going to be looking for?

Responses to Questions for Discussion

1. All business plans are not the same.  Some companies will create a business plan as part of a feasibility study, some will create a business plan in order to attract financing, while others will develop a business plan in order to create an operating manual for their business.  Yoon had an accountant help him create his business plan.  It was designed to attract financing from a bank, and therefore he had to make sure that the sections on cash flow, projected costs, and contingency planning were very strong.

2. The business owner (or management team) should write the business plan.  It is the business owner’s vision that is being operationalised and it is important for them to be directly involved.  It isn’t necessarily the plan that is going to make the business successful, but the process of making the plan is what ensures understanding of the industry, market, costs, and cash flow interplays.  It is very important, especially if the business owner is going to be defending the plan, that he/she is very familiar with the details.  Should the business owner get help?  They sure should.  A business plan is a lot of work.  The owner can get help from many different people to get the necessary information, but should remain involved as much as possible.

3. A business plan can be used to attract investors by demonstrating the vision for the venture, showing the feasibility of the venture, the profit it will bring in for investors, showing that operational and human resources details have been considered and that a lot of careful thought has gone into the development.  Yoon spent a lot of time meeting with different potential investors.  Bringing a copy of his plan and a presentation of the executive summary might have been a good start (make sure that all copies of your business plan are numbered and you track who has what – you don’t want it left lying around).

4. When you present your business plan to an investor they are going to be looking for a number of things (satisfactory responses will vary based on the investor’s risk averseness).  They are going to want to know who else is doing this, where, and are they successful.  If someone else is successful, how are you going to compete against them?  Investors are going to want to know who is on the team – they want to make sure that their money is in good hands.  Investors are going to want to know profitability indices – break-even, cash flow, and how long until the company is covering its own costs.  And finally investors are going to want to make sure that the business owner has some risk in the venture as well – they won’t want to take a risk if the owner doesn’t even want to take a risk.  All this should be covered in the plan.
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