The Diﬀerent Types of Business Plans

Business plans go by many names: Strategic plans, operational plans, internal plans, and
many others. Lately, I’ve been focusing on lean business plans. There are also one-page
business plans, although those are really more summaries. Of course there are traditional
business plans, which can also be called formal business plans, or wow-do-I-really-have-to-doall-that business plans.
All of these are types of business plans you may need for your business at one time or another.
Like so many other things in business, the principle of form follows function applies. Diﬀerent
situations call for diﬀerent types of business plans. An eﬀective business plan will match its
intended use. Knowing these diﬀerences will help you plan successfully for the future of your
business.
Let’s take a look at the types of business plans, and their diﬀerences.

In this article I will cover:
The lean business plan that every business ought to have.
The standard business plan for those that need to present a plan to
outsiders, such as banks or investors.
Business plans for startups
One-page business plans
Feasibility plans, internal plans, operations plan, annual plans, and
strategic plans.

The lean business plan
All businesses can use a lean plan to manage strategy, tactics, dates, deadlines, activities, and
cash ﬂow. The lean plan is faster, easier, and more eﬃcient than a formal business plan because
it doesn’t include summaries, descriptions, and background details that you and your partners
or employees already know.
On the other hand, it does include speciﬁc deadlines and milestones, and the budgets allotted
for meeting them, so your team is up to speed.
A lean business plan includes four essential elements, all of them functions of general business
management:

1. Set the strategy. Use simple bullet points to deﬁne target market,
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business oﬀering, underlying business identity, and long-term goals. No
additional text is needed. These serve as a reminder for owners and
managers.
2. Set tactics to execute strategy. Use bullet points again. These include
marketing decisions such as pricing, channels, website, social media,
promotion, and advertising. Product or service tactics also apply here,
including pricing, launch dates, bundles, conﬁguration, new versions, and
delivery or packaging. Other tactics might deﬁne positions to recruit,
trainings required, and so forth.
3. Concrete speciﬁcs. List of assumptions, milestones, objective
measurements of performance, task responsibilities, and what numbers
to track.
4. Essential numbers. Your company’s sales forecast, spending budget,
and cash ﬂow.
The value of the lean business plan starts with the plan, but that’s just the beginning. Real
management is steering your business with a lean plan that you review and revise regularly,
tracking progress and performance, and making regular course correction.
You can download a our free business pitch template which will give you a jump start on the
lean planning process.

See Also: An Overview of Lean Business Planning

The standard business plan
The standard business plan is generally shorter these days than ever before; and it’s also as
likely to be a document online as a printed document. It’s generally expected to ﬁll the need of
a business plan event, which is what we call it when a business needs to present a business plan
to a bank, prospective investor, vendor, ally, partner, or employee.
The most standard business plan starts with a summary and includes sections or chapters
covering the company, the product or service it sells, the target market, strategy and
implementation milestones and goals, management team, and ﬁnancial forecasting, and
analysis. The exact order of topics is not important, but most people expect to see all of these
topics covered as part of the standard plan.
A lean plan is a good ﬁrst draft of a standard plan. Start there and add an executive summary,
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descriptions of company and product, detailed market analysis, and description of the strategy,
main tactics, and the management team. Tactics usually appear as marketing plan, product
plan, ﬁnancial plan, and management plan. Build from your working sales forecast and expense
budget to complete ﬁnancial projections.
Those complete projections include the three essential ﬁnancial projections (also called proforma statements): proﬁt and loss, balance sheet, and cash ﬂow. Every standard business plan
needs sales plus these three essentials.
The projected cash ﬂow is an essential part of a standard business plan. Businesses need cash
to stay open, period. Even if a business can survive temporarily without proﬁts, it still needs the
cash to pay its bills. And since proﬁts alone don’t guarantee cash in the bank, projected cash
ﬂow is essential.
Many standard plans also include a table for personnel spending. Some standard plans will need
additional projections to meet the needs of the speciﬁc business plan event. For example, plans
for seeking outside investment should include a discussion of an eventual exit for investors, and
of course the planned use of the invested funds. Plans supporting a bank loan application might
include projected ratios the bank wants to see, such as debt to equity, quick, or current ratios.
A standard business plan will start with an executive summary describing the key points of your
plan, and end with appendices showing monthly projections for the ﬁrst year and annual
projections for the second and third years. Though it is presented at the beginning of the plan, a
good tip is to write your executive summary last. This way, you’ve been through the business
plan writing process already and you can conﬁdently select the highlights of your plan to
showcase on the ﬁrst page.

See Also: The Key Elements of the Financial Plan

Business plan for a startup
Every startup deserves a business plan to break out the steps and requirements with educated
guesses for important lists and numbers. The business plan for a startup is sometimes called a
startup plan, but some people think all business plans are for startups, and that only startups
use business plans. That’s not the case, as planning should be part of business management.
The lore of the business plan is changing these days.
In most cases, a startup plan is a lean business plan that typically includes the lean plan as
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shown above, plus projected startup costs, startup steps, and milestones. Startup costs include
expenses incurred before launch, such as legal expenses, logo and graphics, websites, signage,
and ﬁxing up the oﬃce or store; plus assets required, such as starting inventory, vehicles,
equipment, oﬃce furniture, and—the hardest to estimate and most important—starting money in
the bank.
While the lean plan with extra startup information is ﬁne for most startups, when a startup
requires funding from banks or investors, then its business plan looks more like the standard
business plan, including a discussion of exit strategies for investors, and almost always stating
the planned use of the funds required.
You can use this startup plan to discuss your options with potential partners and associates.
This kind of no-frills plan is good for deciding whether or not to proceed with an idea, to help
gauge whether this is a business worth pursuing. If you do decide to go into business, over time
you can always go back to your business plan and make necessary edits and additions. As your
business grows, you can ﬂesh sections out and add details.
When the startup plan will be read by outsiders, it’s common courtesy to add an executive
summary, a company overview, management team, and descriptions of market, marketing plan,
and product plan. Even if you don’t have the exact numbers yet, it’s always a smart idea to
include a preliminary analysis of costs, pricing, and probable expenses.

One-page business plan
Some people refer to what they call a one-page business plan. This is a one-page summary that
includes highlights only, used to oﬀer a very quick overview of a business. It is possible to
summarize target market, business oﬀering, main milestones, and essential sales forecast in a
single page. Such a summary can be useful as a summary for banks, potential investors,
vendors, allies, and employees. A one-page business plan can also be called a business pitch.

Feasibility plan
Some experts use the phrase “feasibility plan” to mean the same thing as a startup plan. Others
use it to refer to speciﬁc steps taken to validate a technology, product, or market. For example,
the feasibility plan for a new kind of brick kiln might include the steps to establish a working
version in a laboratory, then a small prototype in the ﬁeld, and then a ﬁrst working product.
A feasibility plan for a product solution for a new market might involve getting early users and
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validating the idea with people willing to pay money for it. In some cases a feasibility plan
involves getting a product or service posted onto a site like Kickstarter or its competitors,
oﬀering the product in advance of availability to people willing to commit to buying it later.
Feasibility plans rarely include the full range of topics one would expect in a standard business
plan or even a lean business plan. They tend to be focused on whether or not a product will
work or a market exists, without the additional strategy, tactics, and ﬁnancial projections.
However, the term is used diﬀerently by diﬀerent people, so if you hear this term from someone
or plan to use it yourself, it’s best to get clariﬁcation.

Internal plan
Internal plans are for the most part another name for what we call a lean business plan. Like the
lean plan, they will reﬂect the needs of the members of your company. Since the purpose of an
internal plan is speciﬁc to the people directly involved with the company, it will most likely be
shorter and more concise than a fully detailed standard plan that you’d take to the bank.
Internal plans are not intended for banks, outside investors, or other third parties.

Operations plan or annual plan
These tend to be a lot like a lean business plan with another name. Like the lean plan, an
operations plan includes speciﬁc implementation milestones, project deadlines, and
responsibilities of team members and managers. This is the plan used for staying on track to
meet your goals as a business. Planning for your goals as a business allows your company to
assign priorities, focus on results, and track your progress. Your operations plan covers the
inner workings of your business. It outlines the speciﬁcs of who should be doing what, and when
they should be doing it.
Of course, cash ﬂow ﬁgures prominently here as well. For example, your milestones will need to
have suﬃcient funding for their implementation, and you’ll need to track your progress so you
know how much you’re spending.

A growth or expansion plan
These could be lean plans or even standard business plans, but focusing on a speciﬁc area of a
business, or a subset of the business. For example, a plan for the creation of a new product is a
growth plan. These plans could be internal plans or not, depending on whether they are being
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linked to loan applications or new investment. An expansion plan requiring new outside
investment would probably need to include full company descriptions and background on the
product, market, and management team, just the same as a standard plan for investors would.
Loan applications would require this much detail as well.
However, an internal growth plan used to set up the steps for growth or expansion that is
funded internally could skip these descriptions, just like a lean plan. It might not be necessary
to include detailed ﬁnancial projections for the company overall, but it should at least include
detailed forecasts of sales and expenses for the new venture or product.

Strategic plan
The strategic plan is yet another phrase that people use diﬀerently, depending on the exact
context. Usually a strategic plan is an internal plan, but without much detail about speciﬁcs and
ﬁnancial projections. It generally goes into more detail on strategy and tactics than the lean
plan does, so it has more description and explanation. However, strategy is useless without
execution, so a good strategic plan has to take implementation into account, which means some
consideration for resources and time.
As you build the strategy for your company and decide how to implement it, you will want to
examine your strengths and weaknesses as a business.
What does your company do well? As your company grows, you want to play to your strengths.
Strategy is often a matter of selecting the right opportunities. Resources should be funneled
strategically to the areas where they will provide the biggest overall beneﬁts.
Strategy plans are much more likely to be something for the larger enterprise, in which teams of
high-level management and sometimes expensive consultants develop broad-brush high-level
strategy.
In businesses that don’t have thousands of employees, strategy rarely exists in a vacuum, and
is almost always developed as part of a business plan, lean or standard. Once you have an idea
of your strategy, you must have a plan for implementing it. This is where the milestones portion
of the plan becomes key.
To eﬀectively execute your strategies, it’s critical to assign responsibilities and have a schedule
for following through. The implementation tactics you use will actively move you in the right
direction toward achieving your goals. And that is essentially the function of a business plan.
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See Also: How to Develop Your Business Strategy

Resources for moving forward
Reading about the diﬀerent types of business plans is a good jumping-oﬀ point in the process of
creating a business plan. If you’re looking for more information about business plans and how to
write them, you’ll ﬁnd our sample business plan library and our guide to writing a detailed
business plan to be helpful resources. Or, if you’d rather leave it up to the pros, you can always
have a MBA write your business plan for you in ﬁve business days with LivePlan’s business plan
consulting.
————————–
Tim Berry is the founder and chairman of Palo Alto Software and Bplans.com. Follow him on
Twitter @Timberry. Follow Tim on Google+
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