What Your Banker is Looking for in Your Business Plan

By Carmen M. Moore
So you want to start a business, and you know you’ll need a loan.  Where do you begin?  By developing a business plan, because starting a new business without a business plan would be similar to driving across the country without a map.  You eventually might get to your destination, yet it’s likely you’ll spend most of the time along the way lost and frustrated. 


Studies show that success rates for new companies that use business plans as guides are significantly higher than for new businesses without plans.  Why?  Most importantly because the process of developing a plan moves you to examine your company’s strengths and weaknesses, and it helps you identify what you need to succeed.

So what is this business plan?  Simply, it’s a written representation of your company’s goals and strategies, and it presents information others such as bankers might need for evaluation.  A well-crafted business plan – one that you can “take to the bank”– should include the following elements:

Cover Sheet – This page should include your company name, contact information, company logo and trademark and copyright notice if applicable.

Table of Contents – One page that provides details of the content of your business plan.

Executive Summary – A brief statement that highlights the substance or main points of your business plan including the type of business, your product or service, company goals and objectives and history of the business.

Mission Statement – This one-sentence statement should be focused on your company’s highest goals and core purpose of the business.  

Products/Services – Identify the products/services your business will sell and list the benefits of the product/service line.

Operations – Describe how you will run the day-to-day operations of your company and list the inventory, raw materials and supplies the business uses.   Identify the key owners and employees and include their résumés.  

Information on Your Business – This section should address the legal structure of the business (sole proprietorship, partnership, corporation, etc.) and include information about business licenses, zoning requirements, insurance requirements, building codes, health codes and other relevant laws and regulations.  Be sure to seek tax and legal advice.

Location – State the location of your business and tell what makes this a desirable location.

Competitive Analysis – Identify your major competitors and compare your products or services to theirs in terms of quality, price, selection and customer service.  Address why consumers would choose your business over the competition.

Marketing Strategy – Identify your customers and market and how you will promote and sell your product or service.  Include information about your pricing strategy.

Personal Financial Statement – Include a list of all your assets and liabilities and calculate your net worth

Budget – Include payroll taxes and employee benefits, such as Social Security and unemployment taxes, your non-labor expenses (including rent, utilities, supplies and insurance), your start-up expenses (license and legal fees, remodeling, advertising and promotions) and projected cash flow.

Capital Equipment – List each piece of equipment needed to start your business, its cost (include the cost in your start-up expenses), monthly depreciation and estimated life.

Timetable – Identify activities key to starting your business.  Schedule a start and finish date for each action.

Sources and Uses of Financing – List your sources of financing, including the cash invested by you, your partners, family and friends.  State what you will do with that cash and any loans you hope to receive.

Supporting Exhibits – These should include items such as historical financial statements, tax returns, résumés, organizational chart, location map, job descriptions, legal documents, credit reports, patents, letters of reference, market survey report and photos of business.

A well conceived business plan will help you communicate your business ideas to advisors outside of your company and can be the starting point for constructing a financial proposal for your banker or other backers.  Go through the process of developing a business plan and you’ll be better prepared for helping your company succeed.
