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Lesson 4:  Business Concept and Plan
INTRODUCTION
Lesson 4 covers the business concept summary and the business story. An overview of the business plan presentation is covered. Finally, the components of an executive summary and business plan are presented. 

	Readings, Resources, and Assignments

	Required Textbook Readings
	Read the following:

· Online Lesson Material

	Multimedia Resources
	Review the following:
· “How to Structure a Business Plan”
· “Create a Business Plan”
· “Your Business Plan Guide”

	Required Assignments
	Complete the following:

· Case Study Essays


CHECK PRIOR KNOWLEDGE

How much do you know already about the concepts you will cover in this lesson?  The following questions will focus your attention on the information in the lesson. Answering these questions will prepare you for the lesson instruction. You are strongly encouraged to complete this section, although you are not required to submit the responses to your instructor. 

· What is the purpose of the concept summary?
· What does the business story communicate?
· Describe the elements of the presentation
· What are some of the common mistakes made in the business plan?
FOCUSING YOUR LEARNING
Official Course Competencies

· Define and explain the business concept, executive summary, and business plan.
	Lesson Objectives 

By the end of this lesson, you should be able to:

1. Explain and distinguish elements of the concept summary and business story.
2. Write a presentation.
3. Review and describe an executive summary.
4. Demonstrate the creation of business plan.



INSTRUCTION 
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Elements of the Concept Summary and Business Story

An entrepreneurial team reviews  many ideas before selecting a venture opportunity.  An opportunity is carefully chosen if it meets the team’s selection principles, the resources can be obtained, and a favorable context and long-term profit and growth potential are present.  After deciding, the next step is to act; the entrepreneur repares a concept summary of the new venture.  The concept summary can be used to test and gauge interest in the venture with potential investors, employees, and customers.

A concept summary explains the problem, as well as identifies  the potential customers.  The concept will explain the proposed solution and the uniqueness of the solution.  Finally, it should explain why the customer will pay for the solution.  The concept is short, generally not more than a sentence or two.  The original concept summary of Amazon could have been summarized as an Internet-based retail service that allows customers to search for and purchase at a discounted price books that will be delivered quickly.  This statement has all three elements: the need of the customer, the solution, and why the customer will pay.  

The concept summary then becomes the basis of the business story. The story is used to communicate, usually verbally, the business concept and the profitable solution.  A good story has an effective appeal to investors or potential team members.  The story will also help build the presentation, which is covered in the next section.

A story is a narrative of facts or fictitious events.  The new venture story depicts a problem or need that is responded to with a new solution.  The story will communicate three elements: the background, the challenge, and the resolution.  Background is the current situation, the problem, and the cast of characters.  The challenges are the roadblocks and conflicts that hinder a plan from being resolved .  The resolution is the venture’s solution to the challenges and problem, and how the firm will succeed and and profit by solving the problem.  Consider the commercialization of space travel  as a business story by reviewing “Commercializing Space.” The background and characters are compelling, and the challenges are enormous.  Have you ever read The Right Stuff? It tells the story of the first Americans to conquer space. Technology ventures, such as SpaceX, could make the most of this opportunity: a great story with an important outcome.

The Presentation

The business story can be told to potential employees, customers, or investors. The concept summary can be created for later review.  The presentation is generally for more formal occasions with allies or investors.  Presentations may also be used in venture capital investment competitions, sometimes called elevator pitch or innovation competitions.  The pitch is usually a short version of a more formal,  longer program.  Most presentations are intended to generate and attract interest for the entrepreneurial team and to then engage a longer, more interactive dialogue with investors and allies.  

The concept summary, the story, and especially the presentation should be provocative, creative, and novel, which means provocative enough to provoke interest; most presentations will generally start with a captivating question to grab your attention and set up the audience for a follow-up.  For example, consider the question, “If McDonald’s and IKEA can provide play places for kids, why can’t movie theatres provide baby-sitting?” Creativity can be displayed though the layout and format of the presentation.  Novelty is freshness or newness of the presentation and the venture idea.  It is important to note that most venture capital investors hear hundreds of presentations a year; novelty and creativity can help break through the clutter and repetition.

A presentation generally has four elements.  First, the entrepreneurial team should describe the customer and discuss the plan.  Second, the presentation should clearly describe the problem and the proposed solution.  Emphasize why the customer would care.  Third, briefly describe the competencies of the team.  Talk about the passion and skills of the team.  Fourth, discuss a picture of the competition.  Describe current competitors and explain how the proposed solution and team are better or different.  As a rule of thumb: elevator pitch oriented presentations should be 2‒5 minutes of material and 3-5 slides.  Formal competitions may be 20‒30 minutes and 10‒12 slides.  

Executive Summary 

When investors and allies have expressed an interest in the concept summary, story, and presentation, the venture team will move to writing an executive summary.  An executive summary is the essence of a full business plan, and many times may be what investors and potential team members will review.  The executive summary provides a good sense of what the business is trying to do and accomplish.  The summary will communicate the core of the business and draw readers into a follow-up dialogue. 

Core elements of the executive summary will be:

· The business concept, the problem, and solution from the concept summary.
· The market or who is the likely customer and why are they willing to pay for the solution

· The prospective industry and growth opportunity that is available.
· A high-level marketing and sales summary including how the solution will be marketed, the size of the potential market, and the sales cycle.
· An organization chart and brief summary of the key leaders.
· A financial plan with a 3- to 4- year summary of results.
· A list of needed resources, including both finances and key allies.
The summary should not be more 3 to 4 pages.  Not all of the above elements will be needed for all ventures.  Many investors, allies, and potential employees will make their decision to proceed based on the executive summary.

Creation of a Business Plan
The executive summary may attract the interest of investors; however, most potential employees will want to see a detailed plan of the venture opportunity.  It is important to note that business plans are never perfect, but the plan can demonstrate to investors the entrepreneurial team has thought through the details.   For ventures that request outside financing, a plan is a requirement for both investors and bankers.  Certainly the plan can change or deviate, but investors can see the original assumptions and the plan can be occasionally updated as needed.  The process of jointly writing the plan will help teach the team about the market, the customers, and each other.  A plan may initially identify one or two gaps that can be fixed before going out for investor interest.   

The components of a business plan include 
· an executive summary;
· the opportunity, its quality and potential;
· the vision, mission, and objective of the venture;
· the product (or service) offered, its value proposition, and the business model;
· the context of the market, industry, regulations, and timeliness;
· a strategy for entry, markets, operations, and market analysis;
· the organizational culture, talent, and structure;
· the team capabilities and commitment;
· a financial plan with assumptions, projections, cash flow, and profit;
· the resources to be acquired (financial, physical, and human);
· the risks, potential issues, and uncertainties;
· the estimated return on investment and financial gains; and
· the harvest and pay back of investors and original entrepreneurs.
Not all elements will be necessary in all plans.  A core plan may be about 20 pages, plus supporting materials.  A plan for a biopharmacological product may include appendices on drug testing and development, while an industrial venture may include backup material on logistics and raw material resources. Sample business plans may be viewed on the Entrepreneur Web site. 
Common mistakes in business plans include the following:

· Not writing a business plan:  Writing a business plan is a chance to thoroughly evaluate the venture idea inside and out, uncover its upsides and potential pitfalls, and, most crucially, think up ways to avoid gaps before they happen. It’s a chance for the team to stare long and hard at the   weaknesses and decide whether they can be overcome.
· Using an incomplete value proposition: Many entrepreneurs think in terms of features, what the product does and how.  The business plan should also specify why people will buy it,  why people will care, and why business exists.
· Not accounting for competitors: Doing an incomplete analysis of competitors and the marketing plan can cause issues. Even if your concept is completely original, you should take into account other businesses that compete with your product or service, including different solutions to a problem, different ways that customers might choose to spend their money, and inertia in the marketplace.
· Performing an inadequate assessment of risks:  Not thoroughly researching uncertainties and including too many vague or unrealistic assumptions can also create problems. Be explicit about the risks and how the team will meet them.  Be specific and highlight assumptions and rationalizations.  Try to tie assumptions to facts or industry benchmarks.

· Creating a document that is sloppy, incomplete, poorly written, or boring: While the plan may have taken weeks or months to write, most investors will review it for about 10 minutes before they make an initial decision. If the plan does not hold their attention or they can’t quickly find information, they will move on to the next plan.

SUMMARY
In this lesson you have covered the entrepreneurial concept summary and the business story.  Writing the presentation has been described.  Elements and components of the executive summary and the complete business plan have been reviewed.
ASSIGNMENTS
Graded Assignments
The following is a required assignment for this lesson.
1.  Complete the Lesson 4 Case Study Essays worth 100 points.
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