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ASK ALAN | BY ALAN FRIEDMAN

1 the many years we’ve helped
our clients obtain business
loans, there seéms to be one
constant in those who were
ultimately successful in their
quest. No, they didn’t bribe
their banker with free gear.
The successful ones had formal
business plans. lqinaxs Jai
That’s not to say that any
music store without a business
plan won’t get a loan, or any
music store with a business
plan will have their banker
throwing money at them at 2
points below prime. But having
a well-organized, meaningful
business plan does, in my
opinion, demonstrate your
vision, business objectives and
ability to achieve those goals.
That, in turn, speaks vol-
umes to your bankers, finan-
ciers, vendors and/or prosp-
ective investors; perhaps because
so few business owners take the
time to generate a business plan.
Strangely enough, the real
value of doing a business plan
is not having the finished doc-
ument in hand. It lies in the
process of researching, analyz-
ing and thinking about your
business in a systematic way—
the “planning” part of the
business plan.
The act of planning helps
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you: (a) critique the way you
conduct business, (b) study and
research important financial,
operational and organizational
procedures that are either lack-
ing or in need of improvement,

Slans:

and (c) express your ideas and
dreams in written form, which,
in turn, helps you figure out
how to turn those grandiose
visions into reality. A well-
thought-out business plan can
also help you avoid costly, and

perhapwi mistakes.
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WHAT IS A BUSINESS PLAN?
Even the name “business

_plan” sounds like it might
be pretty easy to create, but
don’t kid yourself. It’s involved.
In its simplest terms, a busi-
ness plan is a formal, written
document, consisting of narra-
tive content and financial
analysis of a given business.

The narrative content is
the body of the business plan
and is divided into several sec-
tions. The financial analysis is
comprised of financial docu-
ments, including projected
income statements, balance
sheets, cash flow schedules
and pertinent key financial
data and ratios, in addition to
historical financial data like
last year’s financial statements
prepared by an independent
CPA firm.

In this first part of a two-
part series on the construction
of a business plan, I'll focus on
helping you construct the nar-

ke

rative content of a business
plan. Next month’s Part 2 will
guide you on preparing the
financial analysis section.

It usually takes a couple of
weeks to complete a goo‘d;"lbti‘si-
ness plan. Most of your time
will be spent in research and re-
thinking your ideas, business
practices and financial assump-
tions. But as previously stated,
that’s where the value lies.

To induce you into taking
on this important task, the
guide on the following pages
contains an abbreviated out-
line to help you write the nar-
rative section of your plan.

n addition to this written

guide, you can get plenty of
help from both the Internet
and off-the-shelf business plan
software. The c¢ool thing aboiit
business-plan software is you
can get it at any office prod-
ucts store, it’s cheap—under
$100—and, best of all, much
of the narrative is written for
you in boilerplate form. The
software instructs-you to insert
specific information about
your business into Microsoft
Word and Excel templates,



Why is Steinberg the
best-selling
music software
in America?

Is it the comprehensive product line,
with breakthrough technology and
features at every price point?

Is it the cross-platform compatibility
with open standards such as ASIO,
VST, and Studio Connections?

Is it because of the amazingly
powerful yet affordable WaveLab 5
CD and DVD-A mastering and
authoring tool?

Is it the cutting-edge features in
products like Cubase and Nuendo
which empower over one million
musicians and engineers worldwide?

Is it because of our amazing new
plug-ins such as Virtual Bassist,
HALion Player, or Groove Agent 2?

Learn how Steinberg can help you
grow your business in booth 6524
in Hall E at the NAMM show.

@ steinberg

www.steinberg.net
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allowing you the time to be a
business planner instead of
William Shakespeare.

So whether there’s a bor-
rowing need, plan to sell the
store, desire for expansion or
simply an interest in running
your business more effectively,
prepare a business plan to
accomplish those goals. Set
aside quality time to do it
properly; those who do never
regret the effort.

“The value
lies in
analyzing and
thinking
about your
business.’
Besides, it's @ mew year and
time to take hold of your des-
tiny to enstre your store’s
financial success. And remem-
ber, “Neither a borrower, nor a
lender be; for loan oft loses
both itself and friend; and bor-
rowing: dulls the edge of music
retailing.”
That was my feeble attempt

to be William Shakespeare
instead of Alan Greenspan.

THE MODEL BUSINESS PLAN
Cover Sheet

Contains the legal business
name and any trade names,
address, phone/fax numbers,
e-mail addresses and Web site.

Table of Contents

Lists each section of the busi-
ness plan and its related page
number.

Executive Summary

A two-page or less narrative
that includes everything you
would cover in a five-minute
interview about your business,
including the following “fun-

damentals,” such as: What is
your product, who are your
customers, who are the own-
ers, what do you think the
future holds for your business
and your industry?

The Executive Summary
should be enthusiastic, profes-
sional, complete and concise.
If you're writing this business
plan to apply for a loan, state
clearly how much you want,
precisely how you are going to
use it, and how the money
will make your business more
profitable, thereby ensuring
repayment of the loan.

Mission Statement and Vision
Many companies have a brief
mission statement, usually in
30 words or less, explaining
their reasonr for being and
guiding principles. In addition
to the mission statement,
describe your company’s
“vision.” Consider the follow-
ing example:

By 2006, our company will
be krnown. as the hest pro audio
retailer in Connecticut. We will
provide professional recording
and high-end audio products
and will market these products
to regional recording studios,
allowing us to become the lead-
ing pro audio retailer in a 100-
wmile radius of our store. Sales
will exceed $2 million by
actively and regularly promot-
ing recording, engineering and
mixing seminars and clinics to
home recording enthusiasts.

Company Description

This section identifies the com-
pany’s legal name, address,
form of ownership, ownership
percentages, board of directors,
management team, staff and
outside advisors.

It also describes your respon-
sibilities, product market, com-
pany’s origins, years in business,
previous owners, successes, fail-
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ures, lessons learneq, reputation
in the community, sales and
profit history, number of employ-
ees and events which have
affected your success. Don’t be
afraid to discuss past problems
and how you solved and sur-
vived them,; this is often indica-
tive of your company’s strengths
and core competencies.

Also, describe your indus-
try. Is it a growth industry?
What changes and challenges
do you foresee, and how is
your company poised to han-
dle them? If you’re seeking a
loan or investment, explain
how the new capital will help
you meet these challenges.

Products and Services

Describe in depth your prod-
ucts and/or services and what
factors give you competitive
advantages or disadvantages.

Explain the pricing philosophy
of your products and the fee
structure for your musical serv-
ices. Describe these products
and services as you see them,
and then describe them from
your customers’ point of view.
Market Analysis ]
Even though you probably
spend a fair amount of time on
marketing-related matters,
every business can benefit from
conducting some market
research. Gather up published
information, such as industry
profiles, trade journals, newspa-
pers, magazines, census data
and demographic profiles. This
information is often readily
available in public libraries,
from industry associations
(NAMM, National Association
of School Music Dealers and
Retail Print Music Dealers

Association) and music product
suppliers. Government agen-
cies, such as the Small Business
Administration (sha.gov) and
your local Chamber of Com-
merce should also have it.

You can also gather your
own data, such as doing your
own traffic count at a pro-
posed location, identifying
competitors from the yellow
pages and conducting surveys
or focus-group interviews. In
your marketing analysis, be as
specific as possible by giving
statistics and sources, as this
data will lend credibility to the
assumptions you make in
developing your sales projec-
tions later on. Your market
analysis should identify your
customers’ characteristics—
including age, gender, educa-
tion and income level—and
their demographics.

It should also describe the
size of your marketplace, com-
petition, your percent share of
the market, demand in your
target market, growth history
and buying trends. Include any
“barriers to entry” that keep
out potential competitors.

Now you can attach some
numbers to the plan. I suggest
using an Excel spreadsheet to
prepare a 12-month projection
of sales and other operating
revenue. The forecast should
be based upon your historical
sales, the market research and
marketing strategies you’ve
just described, as well as perti-
nent industry data.

You may wish to do two
forecasts: (1) a “best guess,”
which is what you really expect
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Affordable Software Solutions to Manage
Your Business! ‘Maestro SBE software gives
you control of stere information in real-time,
capitalizing on the latest networking and
computer technology. Maestro SBE runs on
your Windows XP PC, is easy to learn, includes
essential software modules, and the initial
training you need. All of this is available in
affordably priced packages making it easy
for you to tap into the power of information.
And, 24/7 customer support is available.
Maestro SBE streamlines your business
management issues and empowers you

to get back to the business you love...
selling and renting musical instruments!
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and (2) a “worst case” low
estimate you’re confident you
can reach no matter what hap-
pens. This forecast will become
an integral part of your store’s
income statement and cash
flow. projections included in
the financial analysis section
(more ot that later).

Business Operations
This section explains the daily
operation of your business,
including store locations, busi-
ness hours, people, processes,
methods of product acquisition
and internal accounting con-
trols. Include information
about inventory and related
inventory management, such
as average value of in-stock
inventory, rate of turnover,
GMROI and how your data
compares to industry averages.
Also include information

about personnel, including the
type of labor force you employ,
where you find new employ-
ees, quality of existing staff,
pay structure, training meth-
ods and any new hiring plans.

Identify your suppliers, the
kind of inventory they fur-
nish, their credit and delivery

»

policies, and their history and
reliability. Address any issues
regarding inventory shortages
or short-term delivery prob-
lems, fluctuating costs and
whether you’re searching for
new suppliers. Also, discuss
your store’s credit policies.
Additionally, you should
elaborate on your store’s man-
agement and organization. Who
manages the business on a day-
to-day basis? What experience
and distinctive competencies
does that person bring to the
business? Is there a plan for
continuation of the business if
this person is lost or incapaci-
tated? Prepare an organizational
chart showing the management
hierarchy, coupled with job
descriptions for key employees.
Last, identify your com-
pany’s professional and advi-
sory support, including your
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board of directors and/or man-
agement advisory board, attor-
ney, accountant, insurance
agent, banker, consultants,
mentors and key advisors.

Financial Analysis and Plan
A solid analysis of the past
must precede any serious
attempt to forecast the future.
The Financial Analysis and
Plan section will allow you to
include, in the form of exhibits,
a great deal of financial infor-
mation from the past, present
and your projection of the
future. We’ll discuss this in
greater detail in the next Ask
Alan column. MI

Are financial questions keeping you up at
night? E-mail yours to askalan@musicinc
mag.com.

Alan Friedman, CPA, provides accounting and
financial services to music industry clients.
He is a frequent speaker at NAMM U. semi-
nars and can be reached at 860-521-3790.

KETRON has once again taken the
leap forward in producing a Multi-
Player and Drum Machine that not
only takes musical ideas to the next
level, but also easily provides vari-
ous combinations and manipula-
tions of Wave, Midi and MP3 files
together.

“THE ULTIMATE PLAYER
FOR LIVE MUSIG AND

For DJ's, Singers and other
Performers, the capability to freely
express musical dreams and fan-
tasies can now be achieved easily
with features sucah as being able to
simultaneously play 2 Wave, 2 Midi
or MP3 files and fluently “fade”
from one to ancther, utilize the
b : - - exceptional Drum Machine to
‘ 1111 e ) | > @3 | perform with outstanding Drum
I rs "'le > Loops (stereo wave files which

offer perfect rhythms for House,
Ultimate Spacil EFY bacgrounds,
sound Module...
I's...the MIDJAY

Vocalizer, hamess the Hard Disk for
massive storage(20G) and direct
recording capabilities or even just
utilize the MIDJAY as a professional
Sound Module!

Come visit with us at Booth
#226 for the complete infor-
mation on the New and
Exciting KETRON “MIDJAY”
Musical Instrument.

711 Executive Blvd., Suite B
Valley Cottage, NY 10989
Phone: 800-734-5418 Fox: (845)268-1010

SY 2005 | MUSIC INC. | 45



