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IIL.

Product (or Service) Development Plan

Many seemingly promising start-ups never get off the ground because their product

development efforts stall or the actual development of a product or service turns out
to be more difficult than anticipated

A start-up must have a credible plan for ramping up the production of a product to
satisfy the sales estimates in its financial projections

a Development Status and Tasks

o

Most products follow a logical path of development that includes
product competition, prototyping, initial production, and full
production

Depending on the sophistication of your product- or service-
development process, products are assessed for their performance and
technical merits as they pass from one step in the development
process to the next

You should describe the point that your product or service is at and
provide a timeline that describes the remaining steps

If you have involved prospective customers in testing early versions of
your product and services, you should briefly comment on the
process you've used and the results to date
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It you are in the very early stages and have only an idea, you should
explain how a prototype will be made

In some instances, a computer-generated, virtual prototype, which is
less expensive than a physical prototype, is sufficient

There is typically a direct correlation between how far you are from
having an actual product or service that can be sold in quantity to
how risky your business is perceived to be

One nice touch that dresses up a business plan is to provide a picture
of your product if it exists or an artist’s rendition of what the product
(or service setting) will look like after it’s developed

Challenges and Risks

o

You should be very candid and transparent in identifying any major

anticipated design and development challenges (and risks) for two

reasons:

. Your reader will anticipate that challenges and risks exist and
will want to know what they are

. Your reader will want to see evidence that you are aware of
the risks and challenges that exist

You should discuss the possible impact of challenges on the

development of your product, the costs involved, and the timeline for

bringing your product or service to market
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c. Costs

This section should provide a budget for the remaining design and
development work that needs to be done to bring your product or
service to market

The budget should include the costs of labor, material, consulting
fees, prototyping, usability testing, and so on

In most cases, exceeding your design and development budget will be
one of the risks disclosed in the challenges and risks section

d. Intellectual Property

o

This section should describe any patents, trademarks, copyrights, or
trade secrets that you have secured or plan to secure

If you have not taken action on intellectual property issues yet, you
should get legal advice so you can discuss your plans in this area
Intellectual property is any product of human intellect that is
intangible but has value in the marketplace
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A trade secret is any formula, pattern, physical device, idea, process,
or other information that provides the owners of the information
with a competitive advantage

The federal Economic Espionage Act criminalizes the theft of trade
secrets

The primary rule of thumb for deciding if intellectual property
should be protected is to determine whether it’s related to a firm’s
competitive advantage

Although trademarks and copyrights can be obtained fairly
inexpensively, patents are expensive to obtain, which poses a
challenge for many start-ups

A provisional patent application allows a start-up to stake a claim to a
particular invention for up to a year while it’s deciding whether to
move forward with a complete patent application

One sticky point in business plans is to decide how much to reveal
about a company’s potential intellectual property




