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Learn the core elements of management team
and organization plan

Learn the core elements of management team and organization plan
Organization o Management Plan
Investors often assert that the most important attribute of a successful start-up is management

The purpose of the Management section therefore is to convince the reader that you
have a great management team to complement a great business concept.

Many claim they will invest in a strong management team with a
mediocre idea but will decline to fund a weak management team with a
great idea.

This is not the place for modesty or self-deprecation.
Be honest, but highlight your accomplishments and your capabilities

while mitigating any obvious shortcomings or weaknesses.
For example, if you are young and inexperienced, describe how you will mitigate
this by hiring people with the relevant experience; or by recruiting
strong board members or advisors.
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Focus on Organizational Structure

Focus on Ownership Structure
Factors to Consider in Choosing the Proper Legal Form
Your vision regarding the size of your business.

The nature of your business.
The level of control and structure desired.
Business

vulnerability to lawsuits
Tax implications of other ownership structures

Expected

profit (or loss)

Earnings

reinvestments

Personal cash needs
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Focus on Ownership Structure

Why Form a Proprietorship
Proprietorship



Business that is owned by one person.



Preferred because it is simple to enter,
operate, and terminate and provides for
relative freedom of action and control.



Has a favorable tax status, as it is taxed
at owner’s personal tax rate.

Weighing the Advantages and
Disadvantages of a Proprietorship
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Focus on Ownership Structure

Why Form a Partnership
Partnership
•

Shared responsibilities.

•

Financial resources from more than
one person.

•

Skills of more than one person.

•

Better access to credit.

•

Profits taxed once per person.

Weighing the Advantages and
Disadvantages of a Partnership
8

Focus on Ownership Structure

Why Form a Corporation or a Limited Liability Company
Corporation & Limited Liability Company
It is a regular corporation that provides
the protection of limited liability for
shareholders, but its earnings are
taxed at both the corporate and
shareholder levels.

•
•
•
•

Chartered by the state, is considered a unique
entity; separate and apart from those who own it.
It can be taxed; it can be sued; it can enter into
contractual agreements.
Its owners are its shareholders, who elect a Board
of Directors to oversee the major policies and
decisions.
The corporation has a life of its own and does not
dissolve when ownership changes.

Weighing the Advantages and
Disadvantages of a Corporation or
Limited Liability Company
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Focus on Ownership Structure

How a Corporation Is Governed
Boards may be of great help in providing credibility and advice to a management team.

Will you have a Board of Directors?

Provide a brief description of each director’s
background and experience. Note, that who is on
your Board of Directors is often determined by your
investors.

Will you have a Board of Advisors?

This is a great area to enhance the expertise of
the management team. Provide a brief description
of each director’s background and experience.

Stockholders

Corporate
Officers

Board of
Directors
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Focus on Ownership Structure

Other Forms of Business
Professional service corporation (PSC) Must be organized for the sole purpose of
providing a professional service for which each shareholder is licensed.

Non-profit corporation (i.e., Benefit Corp.) Formed for civic, educational, charitable, and
religious purposes.

Cooperative

A business owned by and operated for the benefit of patrons using its services.
Usually associated with purchasing, selling, and financing farm products. And/or processing
and marketing farm products.

Joint venture
A form of temporary partnership whereby two or more firms join in a single endeavor to make
a profit. Usually an option where neither party can achieve its purpose alone. Usually, income
derived form a joint venture is taxed as a partnership.
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Focus on Corporate Ownership

Focus on Organizational Structure

Organizing
Determining those activities that are necessary to achieve a firm’s objectives
and assigning them to responsible persons.

Organization chart
Shows the authority and responsibility relationships that exist in a business.

Line organization

The owner has a direct line of
command over employees.

Line-and-staff
organization

One that has specialists to advise
and perform services for other
employees.

Informal organization

The set of interpersonal
relationships that come about as a
result of friendships that develop on
and off the job.
Determine who the informal leaders
are and get their support for your
activities.
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Focus on Organizational Structure

Simplified Line

A Simplified Line-andStaff Organization
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Focus on Organizational Structure

Organizing by Activities to Be Performed
Function
performed

Product
sold

Process
used

Area
served

Types of
customers
served

Project
being
managed

Delegation
Assigning responsibility to subordinates for certain activities and giving them the authority
to perform those activities. Train them and allow them to do the job.

How well do you delegate?

15

Focus on Organizational Structure

3 most important attributes of start-up
Company Organization

Management Team

• Key managers
• Duties and
responsibilities
• Unique skills
• Compensation
• Planned additions
to the team

Corporate Social
Responsibility
• Corporate behavior
• Reputational
advantage
• Voluntary disclosure
• CSR standards
16

Understand the components of operations plan

Understand the components of operations plan
The Operations section describes how you will run your business and deliver
value (value proposition) to your customers.

Operations is defined as the processes used to deliver your products and services
to the marketplace.
The objective is to decide how you can use operations to gain a
competitive advantage.

For example, if quality is one of your competitive advantages in
the marketplace, then design your operations to deliver high
quality, not low costs.

Be sure that you carefully link the design of
your operations to your marketing plan!
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Understand the components of operations plan
Operations Plan

Both product and service businesses must address operations:
Product Ventures may include:
production (labor and materials), outsourcing, purchasing, quality control,
transportation, warehouse and shipping, customer and technical support, capital
expenditures for equipment and systems, engineering, research and development,
etc.

Service Ventures may include:
location, type and size of facility, recruitment and training of employees, hours of
operation, computers, equipment and systems (backend systems, point of sale
(POS)) furnishings, research and development, etc.

Scope of Operations
Consider the following activities:
Production
Product and process design
Order fulfillment
Purchasing, warehouse and shipping
Customer service and tech support
Installation and service in the field
Website design and hosting
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Understand the components of operations plan
Scope of Operations
There is a tendency
with entrepreneurs to
think outsourcing
will solve all of the
operations’ problems.

There are clear advantages to outsourcing, such as lower initial product costs, reduced capital
expenditures, lower development costs, access to expertise, and assistance in developing new
markets.
There are also disadvantages that need to be considered: order size; lead time;
communications, intellectual property, exchange rate.

Type of Innovation

Autonomous Systemic

Needed
Capabilities

When is Virtual Virtuous?

Chesbrough and Teece, “When is Virtual Virtuous,” HBR, 1996

…exist
outside

Go virtual

Ally with
caution

…must
be created

Ally or
bring
in-house

Bring
in-house
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Understand the components of operations plan
Scope of Operations
Research, Development and Engineering

•Describe what needs to be done to develop your product/service and what resources are required.
The expenses need to be included in the Research and Development Expense projections of the
Financial Plan.
Costs and Expenditures
•There are several key decisions that you will have to make that have an impact on the profitability
and cash flow. Briefly describe what assumptions you have made concerning: materials cost; labor
costs; production and service capacity; inventory. These expenses need to be included in the Cost of
Revenue and Working Capital sections of the Financial Plan.

Ongoing Operations

Execution

Critical success factors

•Describe ongoing operations
•Specific to your business – hard to
generalize
•What will you be doing on a day-to-day
basis?

•Key performance indicators

Include detail in an
appendix, as necessary
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Know the components of development plans

Know the components of development plans
Development Plan
Outline how you intend to ramp-up (increase) your business.

This section is often woefully under-developed in many business plans.
Assuming you have a dynamic marketing plan and customers do indeed come
flocking for your product or service, you must be able to deliver it to them.

The Development section is a road map of how you are going to get from
where you are now to where you want to be in the future.

“Development” Defined
What must be done between now and when you open your doors for business (or collect your first dollar in revenue)

Development plan may include
Product/service development
Organizational development
Successive products/services
Roll-out strategies
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Know the components of development plans
Development Strategy

Describe five to ten key milestones that must take place for your venture to succeed. The focus should be over the next 2
to 3 years.
Consider the following:

Product and process development;

Prototype development;

Intellectual property;

Roll-out strategies, e.g. by regions, new products, new channels;

Marketing strategies, e.g. advertising launch, catalog mailing;

Exhibition or conference to launch a new product;

Website launch;

Agreements with key customers, distributors or suppliers;

Strategic alliances;

Facility construction and equipment installation;

Market tests or beta tests of the product/service;

Key hires, e.g. sales manager.

Funding has not been included as a milestone. Of course getting money is critical, but it is a challenge all ventures face!
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Know the components of development plans
Development Questions

What work remains
to be done?

What factors must
come together?

What are we doing to
bring them together?

What are the risks
our development?

How will we mitigate
these risks?

• Are they
technological risks?
• Cost risks?
• Competitive risks?

Flexible Product Development
The flexible process

In uncertain and dynamic environments firms cannot predict every potential design choice up-front. Instead, new information about market
needs and technical opportunities is expected to emerge as a project proceeds.
There is a greater need to keep the product concept open to change, maintaining design flexibility for a longer proportion of development. To
achieve this detailed design must start before the specification is complete.
The second challenge this model faces is that feedback on how the product performs as a system is not obtained until late in a project, when
the functionality in each module has been fully developed. In uncertain environments there is a need to gain feedback from “early” systemlevel tests.
Indeed, the most flexible of processes allow feedback from system-level tests to have a direct impact on the evolution of the product concept.
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Know the components of development plans
Development Timeline

Schedule for
development

Major
milestones

Tie-in with
marketing
plans

Major
obstacles and
mitigation
plans

The Time Schedule identifies logical relationships between activities, ensures personnel is available for tasks when needed and
helps you to manage time effectively and complete your activities when planned.

When setting the Time Schedule, review all the tasks and the sequence for doing them.
Some tasks are “dependent” on others and can only be started when others are finished.
Other tasks can be done concurrently, if you have sufficient human resources.
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Know the components of development plans
Development Timeline
Tool for illustrating timeline… Gantt Chart - popular type of bar chart that illustrates a project schedule
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Know the components of development plans
Trade-off Triangle
Know which of these are fixed & variable

Scope
Performance
Product

Schedule

Time

Costs

Resources
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Learn how build a business strategy

Learn how build a business strategy
Outline
Marketing Plan

• Advertising and Promotion Strategy
• Sales Strategy

Operations Strategy
Development Strategy

Build Strategy
Marketing
Strategy

Operations
Strategy

Development
Strategy

Target Customer
Benefits
Positioning
Differentiation

Add
Value

Steps to
Accomplish

Drivers to the Financial Plan

Income
Statement

Balance Sheet

Cash
Flow
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Learn how build a business strategy
Marketing Plan: Advertising Strategy
How will we advertise and promote our product or service?
How will we communicate with our customers?
Advertising?
Public relations?
Personal selling?
Printed materials?
Other means of promotion?

Why will this strategy be effective in reaching our target customer?

Marketing Plan: Sales Strategy
How will
–
–
–
–
–

orders be taken?
Personal selling?
Online purchasing?
TV infomercials?
Direct mail?
800 telephone?

Who will
–
–
–

do the selling?
An internal sales force?
Manufacturer's reps?
Telephone solicitors?

How will we recruit, train, and compensate our sales force?
How will we support our sales effort?
– Internal staff
– Service operations
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Learn how build a business strategy
Building Strategy
How will we use operations to add value for customers in our target market?
How we add value to our customers with operations?
• Quality
• Flexibility
• Timeliness
• Price

Which dimensions will we stress and which will we de-emphasize?
What comparative advantages do we have with our operational design?

Marketing Plan: Sales Strategy
•

What work remains to launch our company and our products?

•

What factors need to come together to make our concept work?
o

•

What are we doing to bring them together?

What are the risks to the successful implementation of our development plans?

o

Technological risks

o

Cost risks

o

Competitive risks

o

How will you mitigate these risks?
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Remarks and question
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