Fabric for Farming Business Plan Booklet

By Janet Aldrich, CCE Delaware, jla14@cornell.edu

COVER PAGE:

Your cover page should include the following:

· The full name of your farm business should go at the top. If you actually 

do business under another name, show both:

Maple Grove Farm

JANET’S WREATHS
· Business Address

· Business Phone Number(s), including fax, tool free number and e-mail, website

· Logo

· Owners Name(s) – optional 

· Month and year the agricultural business plan was completed
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and so on, through the end of your written plan

I.
EXECUTIVE SUMMARY

The Executive Summary is written last, but it is one of the most important parts of your business plan.  Many potential investors or lenders will take their “first look” at your agricultural business concept by reading only your Executive Summary.  

Write this summary to “entice” the reader to go on into the body of the plan for more information. 

Once you have finished each section of your plan, take the best two or three thoughts from each 

section to create a summary.  

Write with your reader in mind. If you are going to use your plan to attract investors, the summary 

should address all the important issues related to your potential investors.  If the plan is going to a 

banker or lender, the summary should address their areas of concern.  If to a grantor, it should 

reflect the concerns of the grant program.

Getting the reader interested enough in your project to want to read the rest of the plan 

is the primary purpose for the Executive Summary.
The length of your summary should be NO LONGER THAN TWO PAGES and the information should follow the same general order as the sections of your business plan.  

TIPS:

· Can you summarize your goals and objectives in such a way as to make the reader want to learn more?

· Review the business structure, management and personnel sections and focus on why you and your team are uniquely qualified to move forward with your enterprise.

· Summarize the Marketing Plan so that the reader has no doubt that you have done your homework.  

· The Executive Summary normally includes a brief statement about financial needs, including the total amount needed, categories of how the money will be spent and an anticipated timeframe for payback.

· Pick your key points and remember your purpose is to entice the reader to read more.

II.
BUSINESS CONCEPT, MISSION & GOALS

Business Concept: You should be able to tell someone you do not know and who knows nothing about your business what products you plan to raise, how you plan to raise them, and what markets you believe you will be able to reach with your products.  You should be able to do this in just a few statements and a person with no agricultural understanding should be able to understand you.

Example:  I plan to make hand-tied, all natural, Christmas Wreaths and Door Swags, selling them roadside at my farm, using materials gathered primarily from our farm woodlands.

Business Mission Statement:  

You should start with your “Personal Mission Statement” in which you state the values and principles upon which you base your life.  For example:

I love nature.

I value quality workmanship.

I believe all people should be able to afford my products.

These values can be combined into a sentence describing the personal values and principles to be reflected in a business:

I will use all natural components to make traditional hand-tied wreaths that reflect the beauty of nature and rival flower shop prices through quality workmanship and lower prices.

With your personal mission statement in mind, you can then develop a business mission statement, considering your business values and how you want your business to be known, and your vision for the future of your business.  The purpose of your business should be reflected in the mission statement.  Purpose can be defined in two ways:  as a reflection of your own measure of success; and as a measure of your business’ ability to meet customer needs.  Example:

JANET’S WREATHS is dedicated to creating all-natural wreathes and door swags that are hand-tied for quality and long lasting beauty.  We will provide our customers with superior products at affordable prices through roadside sales.  We will develop an identity for the quality of our products that will expand into a loyal customer base. We will eventually be open year round and offer classes on nature crafting, bringing customers to our farm, enhancing their knowledge of nature and farm life.

GOALS AND OBJECTIVES
Goals are targets, or desired outcomes for your agricultural business.  “Short Term” Goals are targets to be accomplished within one or two years.  “Long Term” goals are those that can be accomplished in 2-5 years.  These desired outcomes are related to functions (not individuals) within the agricultural business and are usually measured in dollars or other tangible outcomes.    

Each goal must be stated in a quantitative manner that allows you to track progress. You must be able to measure it.

Each goal should also be compatible with the farm business mission statement and with other goals.

Objectives are specific strategies for reaching goals.  A goal may have several objectives and every objective must be measurable.  Each objective should be assigned responsibility of specific individuals within the business.

Goals and objectives can be set for ANY aspect of your agricultural business. Following are the most common:

· Sales volume


· Customer satisfaction; 

· Number of employees; 

· Assets


· Owner compensation

· Time commitment

· Profit

When setting goals and objectives keep in mind the following questions:

· What will I do?

· How Will I do it?

· Who will do it?

· Why should I do it?

· When will I do it?

· What is the outcome?

Goals & Objectives (Continued):

Example:  I have a small plot of land on which to grow strawberries.

Short term goal:  Prepare the ground properly in the fall of 2004 for growing strawberries organically in 2005.

Objectives:

1. Research ground preparations techniques.

2. Research the soil requirements of strawberries.

3. Test the soil for nutrient analysis and organic fertilizer recommendations.

4. Hire the appropriate labor to physically prepare the ground.

WRITING HINTS:

1. Put your first thoughts down on paper and let them rest a few days – this gets you to focus thoughts on your business.

2. Use your answers and thoughts on the worksheets and refine, edit, expand or revise them.    

3. Complete one section of your plan at a time.

4. Complete the plan all the way through on your original business idea before you try to make changes.  It becomes easier to make the right changes in the second draft.

III. BACKGROUND INFORMATION

The Industry:  There are “trade associations” for all farm industries – often more than one for each.  These have Internet sites, magazines, etc., that can provide you with a wealth of information you need to write a concise and current overview of your agricultural industry(ies), as well as providing you with wholesale sources of stock, equipment, etc. If you do not have a computer nor access to one in your community, feel free to ask your Cooperative Extension for help in researching your industry.  

Key questions:

· How has the industry developed?

· Does a small farm business operate within this industry?

· What are Current Trends – current size in the market, current sales costs and profit margins, current consumers and how do they buy, etc.

· How does this venture relate to production issues, such as soil, water, facilities, equipment, labor, yield and seasonality?

· What future trends are being predicted (document your sources) and how will current and future technology impact the industry?

· Are there any positive or negative effects of government regulations on this industry
The Business “Fit” in the Industry:  You should be able to describe the background of your existing business if you have already started one.

Key issues:

· When your business was founded

· Who started the business

· Why your business was started

· Profitability patterns

· How your business has changed over the years.

· How your product(s) and services fit into the industry, based on current and future trends.

Writing this section:

I. Background Industry Information:  Summarize your research, by naming what industry your are discussing, the current size in terms of dollar sales and/or number of businesses or customers, whether large or small farms dominate and how the industry has developed or grown.  (Note sources of your information.)

II. Current and Future Trends: Summarize your research by describing how products or services are currently bought, sold, delivered, packaged in your industry, etc., what the current sales costs and profit margins are and if they are expected to change. Discuss how the industry on a whole is changing, growing or declining and discuss trends relating to production issues, the potential impact of changing technology and government regulations.

III. The Business Fit:  Provide a brief history of your agricultural business’ development.  Describe how your see your business fitting into the industry.  Will your business be like the majority in the industry or will it be different?  Is your business ready for the changing trends related to production?  Include any unique aspects to your enterprise that you feel will impact its ability to survive in this industry.

IV. ORGANIZATIONAL MATTERS:

A. Ownership, Regulations & Contracts:

· Business Structure:  Describe the legal structure you chose for your business and why.  Then describe who owns the business and their financial share of ownership.

· Government Regulations: Summarize the taxation and regulation issues that you face in your agriculture enterprise.  Include general taxation and licensing, employee taxation and regulatory issues, environmental laws, USDA regulations specific to your business and any other regulations that impact your business. Describe how you comply with regulations, any licensing or permits that are required for compliance.

· Contracts & Leases: Write a paragraph discussing the types (if any) of contracts and leases used in your agricultural business. Include contracts that regulate ownership issues, employment issues, operations issues, etc. Describe any lease agreements that area either in place or need to be developed to operate your agricultural enterprise. (Copies of these agreements and contracts may be included in the Appendix section of your business plan.)

B. Management Issues:  Human Resources; Risk;Operations Controls
· Human Resources: (use the terms below that are in bold print as headings)
· Describe your Internal Management Team, including details on your key managers and why they were chosen. Job descriptions may be included in the Appendix. This section should tell your reader why you and your team are uniquely qualified to manage this business. Include an Organizational chart to clarify roles and responsibilities.

· Summarize your non-management personnel needs. Discuss where and how you recruit new employees, the processes you use in hiring, and if you have trouble finding qualified help. Also discuss your training procedures for new personnel – this should be brief.
· Describe how your management “team” is enhanced by qualified outside service providers.
· Risk Management: Summarize how your will manage risk in your business, including the types of insurance you need, insurance costs, any intellectual property protection your business requires.  Address other risks your business faces and what management policies and procedures are in place to help you manage those risks.  (NOTE:  these issues will be covered in Part 5 of Fabric for Farming.)

ORGANIZATIONAL MATTERS (CONTINUED):

C.  Succession & Estate Planning – Managing Your Future
Consider the following questions concerning Estate Planning, Succession Issues and Exit Strategies: 

1. Do you have a will?  Has it been recently reviewed and does it cover the new aspects of your agricultural business?

2. What plans have you made to minimize estate taxes for your family members?

3. What business succession plans have you discussed with your family members? Are all members in agreement? Are there other exit strategies that could be discussed?

4. Is your farm business capable of funding retirement plans for you and/or other employees and family members? What retirement plans are currently in place? What additional retirement plans would you like to develop in the near future?

Write a brief summary, explaining your business succession and estate planning strategies. Include whether or not family members are a part of your exit strategies and other succession possibilities that exist.   (Try to answer questions like: How and when you plan to retire from your agricultural business; Are retirement plans in place to monetarily support you during your retirement years?)

V. THE MARKETING PLAN:

A.  Market Analysis:

· Customer Analysis: Write a brief description of your target markets and their key characteristics. Include all relevant factors, including demographic characteristics, psychographic information (motivation for buying, values, interests, preferences), lifestyle descriptions (where, how and when they choose to buy) and expectations.  If more than one customer group is targeted, include an explanation of why they were chosen.
· Competitive Analysis: Identify and briefly describe your major competitors.  Include where they are located and whether their location is a strength or weakness. Summarize your competitors’ key strengths and weaknesses, how they are currently performing (meeting the needs of the customer). Identify your competitive advantage by discussing how your business products/services are unique and superior to the competition.
· Market Potential: Describe the market potential in terms of your total potential sales. Include any calculations used to determine annual sales volume projections and any assumptions you used in making the calculations. Discuss your current sales volume (existing business) and your projected ability to grow based on your market potential, including your plans for adding products or services.
· Production Potential: Briefly discuss any advantages or potential barriers to production based on your available resources.  
V. THE MARKETING PLAN (Continued):

B.  Marketing Strategies: 
· Price/Quality Relationship: Describe the relationship between price and quality in your products/services. Describe whether or not you are effectively positioned in the market based on the price/quality relationship and that of your competitors. Is your position consistent with your desired image? Explain why or why not. Describe other pricing challenges your farm venture faces.

· Promotional strategies:  

Describe the primary advertising tools you will use and why they were chosen. Address the size of your advertising budget, the approach you used to develop it, and how you intend to measure the effectiveness of the advertising tools you shoes. Detail specific advertising events you have planned for the coming year.

Discuss how Public Relations and Networking will enhance the effectiveness of your overall marketing strategies. Explain the public relations events you will pursue. Discuss your plans for community involvement and networking (clubs or organizations in which you may seek membership, etc.).

Describe any other promotional strategies you have chosen, discussing the costs associated with each and how you will measure the effectiveness of each.

· Placement Strategies: Discuss the distribution channels you have chosen for your farm venture and the physical location of your business related to those channels. Discuss the effectiveness of these placement strategies for your specific agricultural business
SUMMARY:  In the final paragraph, summarize how all of your Marketing Strategies will differentiate you from your competitors and enhance the potential of your business success.

VI:  THE FINANCIAL PLAN

C. Managing Books and Records: Describe how you keep control of the major financial functions of your agriculture business.  Indicate who is responsible for the key activities and how you, as owner/manager, follow-up. 

D. Budgets & Assumptions:
· Fixed Assets Acquisitions Budget:  Briefly explain the reasons for purchasing the new fixed assets and why purchasing these assets (as opposed to leasing) is the right choice for your business.
· Growth (or Start-up) Expenses Budget: Write a paragraph indicating the amount of growth or start-up expenses required to launch your business or growth concept – include reasons for the major expense items in this budget.

· Sales and Operating Expenses Budgets: Include worksheets on sales and operating budgets if appropriate. These might include: advertising; promotional tools; selling/distribution; licenses/permits fees; compliance/abatement expenses; cost of further education; salaries/wages & benefits; outside services; insurance; depreciation. Include complete copies of your budgets, including the Assumptions that accompany each budget.

E.  Cash Flow Projections: 

· Include copies of your monthly cash flow projections (analysis) worksheet and write a paragraph discussing the results. Use subheadings “Monthly Cash Flow Projections – Year One”; “Cash Flow Projections – Year Two” and “Year Three” (if possible).

· Sensitivity Analysis: Explain the key factors of your agriculture business that are sensitive and therefore impact the financial viability of your enterprise. Discuss adjustments you made to your financial projections as a result of working through the sensitivity analysis. Include copies of your cash flow projections after applying the sensitivity analysis to show the reader how the monthly Ending Cash Balances are impacted by those sensitive factors.

F. Additional Financial Information: 

· If you choose to include a Projected Income Statement and Balance Sheet, you may need to engage the help of your accounting professional to prepare these statements.

· Summary of Financial Needs: Write a paragraph about your financial needs for your agricultural business. Explain how much money you will need to borrow or to invest yourself to cover your growth (or start-up) expenses, fixed asset purchases and to operate the business. Explain how much of the total funds required will come from owner investment, how much from borrowed funds, where you will get the money, how long you will need the money, how it will be paid back.  Summarizing the financial needs in this manner brings into focus all of the financial information you have presented to this point.

· Personal Financial Statement: If you need to borrow funds, include a copy of your Personal Financial Statement.  Be sure to review it and update if necessary.

G. Conclusion: Write a paragraph summarizing the future of this project. Explain why you will, or will not, implement your agricultural enterprise plan. Provide a timeframe for planned implementation – or if not implementing, what your next steps will be.

VII.  APPENDIX SECTION:

First, identify your audience.  Different audiences will require you to prepare slightly different Appendix sections.  For instance, the appendices you send to a banker for a loan would be more detailed than those you would send to a supplier to establish trade credit.  

Using the following checklist, identify documents you will use as supporting exhibits for your business plan.

List the contents of the Appendix Section under this heading, in the order in which the documents are organized and then include the documents in that order. 

