Your Business Plan

4. Your Business Plan

“A business plan?,” you may ask. “Why do | need a business plan.
This is a simple little business, so why even bring up the tog
discussion?”

If you plan to borrow money for your venture, ably going to
be granted the loan based on your personal credit wo

as collateral for the loan. They’ll want to s
to be comfortable that your venture is reaso
good chance it will provide the means i
the proceeds of the business.

But even if you don’t pl
there’s an even more importa
plan.

Why Do I Need a B

n't important except
, most small

and some

” Department of
ithin the first five

failure are:

ge about the industry and/or business;
ing or no plan at all

t-out, written business plan helps to identify
In the first two reasons cited for business failure.

some time and effort to write a business plan, including
nancial requirements for the business and cash flow

can prepare yourself to know how much money you’ll need
in the business to get it to that critical breakeven point and
to profitability thereafter.
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Your Business Plan

= It will also force you to put on paper what you do know about the
business and help you identify what you need to learn in order to
compete and succeed in the marketplace.

Creating Your Business Plan

*» In spite of what software companies tout abo
business plan with their product, when they sta
estimate for completing a given section |
beat yourself over the head if you're sjg
or three hours later!

* You can use a program like Bugj
plan but the sample we’ve p
guide. Even if you do usg
still found it very useful
calculations, tables and

spend iNg Y ~ In fact, if
y make several

ind of information that
e created a fictitious
anwrg” located in Boynton Beach,
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ABC House Cleaning Business Plan

Executive Summary

r business
purpose of
least

= As a general rule, your first paragraph should includ
name, what it sells, where it is located, and the n
the plan. You might also refer to the keys to su
summarize them briefly.

= Another paragraph should highlight imp
and profits are included. If you're goi
funding, include the news you don't
that these details will be revealed in o
think it’s redundant. However,4
interest in the Executive Sury
body of the document.

= Although this topic agped
write it last. That
highlights. You s
growth and pr
change durigg t

ABC House Cleaning Service
First Three Year P&L Forecast

$1,000,000 - m] $757,542 7

$800,000 1 ™1 $468,966

$600,000 - m) $216,074

B Year 2
| ml $180,386 = $119,211
$400,000 I O Year 3

$200,000 - 8} $36,927 .
$_ J

Revenues Pre-Tax Profit before
Owner's Benefits

O Year 1
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The Existing Market and Future Potential

You will describe the current patronage of house cleaning services by
consumers, and the projected opportunity for growth in this industry. Here

Actual and 1994 2004 2014
projected

revenues for

residential $2 billion  $4 billion  $9 billion

cleaning services

Revenue growth in U.S. the home cleaning services sector
1994 - 2014

Source: The Freedonia Group

$16,000,000,000
$14,000,000,000 All residential cleaning
$12,000,000,000 services
$10,000,000,000 — Maid services
$8,000,000,000
$6,000,000,000
$4,000,000,000

$-

1994 1999 2004 2009 2014

DATA ENTERPRISES, their
proximately twice the projected

Residential Cleaning Market Share - Projected 2014
Source: The Freedonia Group

@ Maid senvices

m Carpet & upholstery
cleaning

@ Other

and other stone tile flooring in today’s households. (*note: “Other” consists
of services like air duct cleaning, window cleaning, blind cleaning, etc.)
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ABC Cleaning Service’s Target Market Area:

Following is the type of information you should include in your business plan.
This example represents the number of households of $100,000 - $250,000
in five ZIP code areas in Boynton Beach, Florida along with al numbers
and selected demographic criteria as provided by www.i at the
time of this writing:

Boynton Beach, Florida

33426 33435 33436 334

service:

Actual age range:
Household Income:
Marital Status:
Own their Home:
Housing Type:

Note: This c

You could, of mily dwellings such

includes doing a competitive survey
t in order to evaluate what they offer
d weaknesses relative to the service

eeds to state why clients should choose you over
hile price may be in your favor with some

st cases your prices are likely to be higher. It's
idéntify the “value-added” features and benefits you bring
tplace. We provide good examples in our sample

n for you to use as a guide.
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Marketing Strategy

* Your marketing strategy normally involves target market focus,
emphasis on certain services or media, or ways to position your
organization and your service uniquely. This will for u to think
through your advertising strategy and formulate
your business. In the sample business plan at t is chapter,
you will note that we stipulate the exclusive u VER CLEAN
YOUR HOME AGAIN brochure as either a door h i
piece. This is because we can determin
neighborhoods and even streets in th
target. If you choose to use other
brochures, this should be indicated in

=  Understand, of course, that
will be an ongoing “work ig
to modification. Your
altered from its original |

business and is
analyzing.

= Before ta AL to review the
r Advertising
R0 what
, this chapter will

ith “Sales Strategy.” To help
rategy and sales strategy, think of
f generating leads on a large scale,
g those sales leads into the system as
. Marketing might affect image and

to buy, while sales involves making a
appointment and turning the prospect into a

wdht to spend some time with Telephone Technique and
sentation. Since the sales process will involve pricing the
enting your price to the prospective client, you’ll also need
familiar with Pricing for Profit and Establishing the Price.

Sales Forecast
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= Here’s another area where you should plan to spend considerable
time. It's not enough to set forth a “wish” number in sales that you
“hope” to achieve for your business. Before you can even begin this
process you need to become comfortable with the marketing and sales
strategy you laid out.

* In the model business plan we’ve provided we ssumptions
that can help you create your own forecast.
FOR GRANTED THESE ASSUMPTIONS AND CAL
GOSPEL OR THAT YOU WILL ACHIEVE T
SHOWN IN OUR BUSINESS PLAN MOD,
illustration purposes only. Your act
factors, including:

Factors that will influence yo
a How well your plan is
thought out

implemented

omic factors in the marketplace
quate financial resources

Financial management ability

U The reputation your company
develops

elation between dollars invested and inquiries
the factors we just discussed will influence what

rate is. This is discussed at length in Your Advertising
r model uses a ratio of 5:$450, or 5 inquiries per $450 of
It anticipates converting 4 of those inquiries into cleaning
n appointments and in turn converting 3 out of 4 of those
cts into clients. This gives us a projected sales ratio of 1:$150,
or 1 new client for every $150 expended on advertising.
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»  We use this number because over the years we have found that the
CAC (Client Acquisition Cost) has generally ranged between $100 and
$150. Sometimes more, sometimes less, but generally in that range.
Our business plan model uses $150 as our projected CAC.

dvertising,
ed $200 as
in $4,000 in

= Our plan calls for a first-month launch budget of $
with the expectation of getting 20 new clients.
our anticipated average first-time cleaning fe
revenues forecast for the first month in our mo

= Our plan only retains 8 out of 10 new
1. Some people will only use the s

2. As much as we’d like
a variety of reason

= Rather than trying to,acc
we elected to do t
complicated eno

d monthly cl

-time clients being
f them would be.
aned again until

erage cleaning price of
that matter, make a
cing for Profit and

ice may be higher or lower

. e assumed only 16 of the 20 first-time cleanings in
ould become repeat clients. Our model assumes a split of
ekly and monthly clients as follows:

will be biweekly

70 will be weekly

15% will be monthly

» Using those assumptions then, in month two our cleaning revenues
would be as follows
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First-Time Cleanings

Your Business Plan

(10 clients X 1 time) 10 cleanings X $200 $2,000
Weekly Cleanings .

(3 clients X 4 weeks) 12 cleanings X $100A $1,200
Biweekly Cleanings 21 cleanings X $120 —

(10.5 clients X 2 weeks)

Monthly Cleanings .
(2 clients X 1 week) 2 cleanlngs. $A 300

Total Month 2 45 cleanings $6.010

First-Time Cleanings
(10 clients X 1 time)

We now have 24 regular weekly, bi
into month three and $10,000 in cum
the first two months

In month 3 we reduce our
it throughout the balanc

look like:
A

10 cleanings X $200 $2,000

_ v

(4 clients X 4

Biweekly Cleanings
(16 clients X 2 weeks)

Monthl
(4 cl

32 cleanings X $120 $3,840

Cleani v

Total Month 3 62 cleanings $8.040

v

nd continues to assume that
ekly, biweekly and monthly

mple sets a target of $180K in revenues

Pro has a rudimentary method of calculating

s increases, we recommend you use a spread
Excel to come up with your numbers and then plug
ually to the business plan software. This will give you

ty in doing various scenarios and calculations.
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* When you’ve completed your sales forecast for Year One, the software
will then ask you to plug in a forecast for the following two years (if
you're doing a three-year plan rather than the five-year option).

» The software will automatically produce a Table and {4

t as follows:

Table: Sales Forecast

Frequency Year 1
1st time $ 26,000
Weekly $ 36,960
Biweekly $ 103,488
Monthly & One Time $ 13,860
Total $ 180,

Personnel Plan

= Qur business plan ca
first month. Altho

econd month of
will be pretty close
he fourth new employee
ouse cleaner will be hired

ice help in the fourth quarter of
a month for the position and figure

es. We have used 38% in our business plan

Year 1 Year 2 Year 3
D g Labor Payroll $ 68,517 $ 178,177 $ 287,836

—

= Using 38% as our cost of cleaning labor, these are the numbers that
the business plan churned out. You need to do this exercise as these
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figures will be automatically inserted into your pro-forma profit and
loss.

= CAUTION: If you're using Business Plan Pro, DO NOT enter office
wages or your salary into this slot. You can list those NS as separate
expense line items. Calculate payroll burden (taxg grkers’
compensation costs) separately.

Milestones

= You will also set milestones for your imilar to
illustration:

Pre-Launch and months 15t 12

NN ENEN L EA R AT
A

{L A
@
9 |

Business Plan Completig

Pre-Launch Activities (see 46 point action 3
Launch Advertising Campg R 000)
Recruit and

Acquire and clean 15t time fd

Launch 2" month g g camps

Acquire &
e 10 Invest 3

Celehr

18t mtr
\1. W0 2-pé

office

|0y
) N

208

Kice assistant

for Year 2
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Financial Plan

Three Year P&L Pro Forma
Year 1 % Year 2 % Year 3 %

Total Revenue $ 180,308 100.0% $ 468,888 % $ 757,464 100.0%

Expenses
Cleaning Payroll $ 68,517 38.0% $ 178,177 38.7% $ 287,836 38.0%
Cleaning Payroll taxes (FICA, FUTA, SUTA)  $ 5,242 20% s LNIIIEIR s &0 2.9%
Workers Comp @ 17% of cleaning payroll $ 11,648 6.5% 30,290 6.6% $ 48,932 6.5%
Office Payroll (part time person last $ 2,400 13 25000 5.30%
quarter of year 1)
Office Payroll Burden (FICA, FUTA, SUTA) $ 184 0.1% 1,913 0.4% 3,060 0.4%
Sales and Marketing Expenses s 19,500 - _ y
Depreciation $ 300 0.2% 0.1% 0.0%
Auto Expense (employee auto allowance @ o
$4/job) $ 6, 3.4%
Cleaning Equipment & Supplies $ 3,606 2.0% 9,378 20% $ 15,149 2.0%
Identify Tennant Rent (executive office first \ $ 0.0%
6 months)
Rent (commercial space starting month 7) 9,000 5.0% $ 18,000 39% $ 18,000 2.4%
Telephone & Usilties A -. A 0.6%
Insurance (property damage/general 3.426 1.9% 8.909 1.9% $ 14,392 1.9%
I|ab|||ty/bond|ng
claims
Recruiting Expense 3,606 2.0% 9,378 20% $ 15,149 2.0%
Unlforms (T-shirts and cleaning aprons) 0.3% 1,500 03% $ 3,000 0.4%
payroll services)
Employee meetings, incentives and 0.5% 2344 05% % 3787 0.5%
awards

$ 143,381 79.5% $ 349,677 75.9% $ 541,390 71.5%

A 4
70 $ 119,211 25.4% $ 216,074 28.5%

lisiness plan objectives, which should be
@rcvements can be measured. Normally you'll
t of a few selected objectives. Keep the list to

e long lists make it hard to focus.

the specific objectives we state in our model business

e Cleaning's objective for the first three years of operations
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1. To develop the reputation as the premiere house cleaning
service in Boynton Beach whose goal is to exceed clients’
expectations.

2. To generate $180,000 in revenues in Year 1, anal to increase

sales to $468,000 in Year 2 and $757,000 in

3. To average $3,000/year/client at an aver
$118.

or monthly basis.

Keys to Success

1. Using a quantifiable 5-
employment candidate
thoroughly traini

effectively, and

2t up "cleaning
ect to determine the

eam share” to control labor costs

actor of $30/cleaning to cover

of 33% over A. and B. designed to produce a
ax profit of 25% on every cleaning (before

u use a software program like Business Plan Pro ($99 from
Software) or choose to draft it on your own, the sample
we’ve provided should only serve as a guideline. The plan must be
your own, carefully thought-out document that will serve as the
roadmap to where you want to go with your business.

Page 68
© 1995 — 2009 WorkEnders, Inc.



Your Business Plan

Sample Business Plan

N
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