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Inn-troduction
If you’re ready to launch your Inn project, a written business plan provides a roadmap to success. However, before you sit down to put your plan on paper in a chronological and disciplined approach, the first assumption is that you  have proven your project economically feasible and completely understand the market in which it will operate. We offered a free download that is an overview of How to Perform a Market & Economic Feasibility Study in a previous posting. It provides assistance on how to determine your market (hotel guest types) it will attempt to satisfy.

This overview is designed to help you write your business plan. If you performed or had an independent consultant perform a Market and Feasibility Study the information collected during that exercise will be helpful and put to use as you write your business plan.. If you neglected the aforementioned vital exercise it will be necessary to gather certain data and information critical to your business plan’s development. 
Besides providing a “roadmap” to success your lender and investor(s) will no doubt insist on reading your business plan. Your plan will inform them exactly how you intend to operate the business you are asking them to invest in or finance.

A business plan is predicated on the efficient collection of appropriate data. Once this data is in hand, it becomes the fuel for a straight-forward planning process. 
Marketing issues and trends lay the groundwork for both the development plan (design and construction, or renovation) and your financial plan (operating budget) before culminating into a master business plan centered on marketing and operations, and asset management.

Moreover, since achievement is a prerequisite to any kind of success, self-correcting options lay at the heart of the business planning process. If you don’t monitor your plan, you may miss the critical points where your progress or lack of progress could have been adjusted. If you can’t measure, you can’t manage!

Any enterprise, no matter how small, needs a business plan even if your “staff” only includes you and your spouse or partner. Planning saves time in the long run, minimizes crises through predictability, and reduces risks, and provides an opportunity to adjust and tweak your planning, forecasting, and tactics going forward.
The good news is that virtually all of the information you will need has already been collected visa vie your Market and Feasibility Study. 

There are three primary stages of a business plan:

1. Planning
2. Implementation
3. Ongoing Monitoring

Following is a brief overview of these three phases.

Phase 1 ~ PLANNING 

The necessary data you must collect includes:

· Market Analysis Data

· Key demographic and economic indices of growth

· Employment trends

· Growth factors

· Area’s ability to attract guests and tourists

· Demand generators for overnight guests

· Attractions and points of interest

· City-wide events and convention activity

· Estimated market mix

· Selecting and Using a Competitive Set of  Inns & Hotels

· Defining direct competition

· Selecting a set of competitive facilities

· Historic operating trends of market vs. competitive set

· Projections for future growth

· Project Overview – Description of Facilities, Services & Amenities

· Estimated Project Costs

· Five-Year Projection of Inn’s Revenue & Expenses

· Your Marketing Plan

This  will allow you  to:

· Select a competitive set of hotels and other lodging establishments.

· Have an understanding of the occupancy and average rates of the market and your competition to prepare your revenue projections
· Monitor the economic health of your market

· Determine the correct facilities, services and amenities.

· Estimate the total costs associated with the project.

· Estimate revenues and operating expenses.

· Produce a marketing plan.

As you can see planning begins well before you check in that first guest. While planning is important, so is implementation.
The biggest mistake innkeeper’s make is to focus solely on activities related to construction and getting the inn open. They fail in coordinating those necessary activities with how to get “bodies into beds.” The goals and objectives prior to opening are considered in the implementation stage. 
IMPLEMENTATION 

We’ve all heard the phrase - “Plan your work, and work your plan”.  The planning phase provided you with the necessary roadmaps and gauges (reduced to writing) to reach your destination. The implementation stage is the actual decision to use the plan and hold people (no matter how few, including outsourced services) accountable. This includes yourself. 

One might think that implementation begins with the actual opening of the Inn. Implementation actually happens during the development and pre-opening stages of the enterprise – or even before. This is long before the operational phase. The implementation stage is blurred (blending purchasing, planning, development and operations) as it encompasses all of the necessary activities following your decision to get into the Inn business.

The activities related to transforming plans into action should be tracked (monitored) on a periodic basis. 

MONITORING SYSTEMS

Performance should be monitored on a routine basis, no matter how small your operation. In cases where there is a husband and wife team with few employees the temptation is to assume that everyone is working “off the same page” so to speak. Monitoring and sharing progress is an excellent way to “keep score.” Don’t forget to also monitor those services that are outsourced such as maintenance, catering, and of course third party online reservation systems. 

Another important service that needs constant monitoring is the “Mystery Guest” or “Mystery Shopper”. These services can be conducted in a manner where even you the owner won’t be aware of when the mystery guest arrives. Their detailed report provides you with a “guest’s perception” critique of your operation.
Larger organizations spend a lot of time monitoring their strategic business plans with reviews, committees and forms. The beauty of a small business is that decisions can be made faster and necessary adjustments can happen almost instantly. 
It would be ludicrous to wait until the end of the year to see if you made a profit. Therefore periodic and disciplined monitoring systems tell you if you are on the correct route to your destination. It does not matter if you have two or twenty employees; the important thing is to determine if you are on the way to where you want to be at any time.  

Goals and objectives are merely tied to the key result areas you have planned for such as guest satisfaction, product quality, financial performance, safety, and employee satisfaction. Of course employee satisfaction means YOU. If you are not having fun – it’s time to get out of the inn keeping business.
The advantages of monitoring include the adaptation to a constantly changing environment, and the adjustments of the tactics (when necessary) that will provide the accomplishment of your objectives. You don’t change the objectives – you adjust the tactics to accomplish them.

The planning, implementation, and monitoring of activities between the concept and the actual opening will set the groundwork for a successful operation. From that point forward your activities related to achieving your financial, quality, and service goals will consume the majority of your time.

Performance Monitoring

Once the Inn is open, there are particular performance standards that must be measured. They include:

· Occupancy

· Average Daily Rate

· Revenue

· Product Quality

· Guest Satisfaction

· Comparison to Competition (Market Share)

· Financial Performance, e.g. expenses as a percentage of revenue and/or on a cost per occupied room basis

While it may be obvious how occupancy, ADR, revenues and financial performance can be measured, you may be wondering how to measure product quality, guest satisfaction and how well you compare to the competition.
Product Quality

Inspect what you expect! With a small inn, it is possible for you to inspect each room every two weeks. Besides your watchful eye for details, the first step to product quality is CONSISTENCY – meaning that everything in every room is consistently placed in the same location in the same manner. This could be accomplished by simply setting up the room and bath area and then photographing them to provide your housekeepers or housekeeping service with a guide.
To insure that you convey the results of your inspection to your housekeeper(s), a preprinted form should be used as you inspect the guestroom and bath, as well as other areas of your Inn. Some innkeepers hire an outside firm to periodically inspect their inns unannounced. 
Guest Satisfaction

We’ve all seen the comment cards in hotels and on restaurant tables.( On line reviews have taken the place of the old fashioned comment cards)

Today, with the internet many guests set up a blog. Comments and reviews get around with the speed of light.

The above mentioned “Mystery Guest” can provide the objective independent overview of your inn’s product quality and service. I’d suggest that it occur three or four time a year.

When to Monitor?

· If you can’t measure – you can’t manage. Therefore, periodic measurements will aid in the monitoring of your progress. 
Daily Monitoring

On a daily and “month to date” basis, you should be able to glance at the basics:

· How many rooms were rented?

· How much revenue was generated?

· Amount of bank deposit

· What are your accounts receivables? (The amount owed by guests who have not checked out yet)

You’ll also want to compare your actual results to the same day in the previous year.

DAILY REPORT

	Day_________________ Date______________ Month__________________

	
	Today
	Month

To

Date
	Month to

Date
Prior Yr.
	Difference

	Rooms Available
	
	
	
	

	Rooms Occupied
	
	
	
	

	Rooms Revenue
	
	
	
	

	ADR
	
	
	
	

	Occupancy
	
	
	
	

	
	
	
	
	

	OTHER REVENUE:
	
	
	
	

	Telephone
	
	
	
	

	Meeting Rm. Rental
	
	
	
	

	Specialty Food
	
	
	
	

	Equipment Rentals
	
	
	
	

	
	
	
	
	

	
	Opening Balance
	Closing Balance
	
	

	Guest Ledger*
	
	
	
	

	Other
	
	
	
	

	TOTAL RECEIVABLES
	
	
	
	

	
	
	
	
	

	TODAY’S DEPOSIT
	
	
	
	

	Cash
	
	
	
	

	Credit Cards
	
	
	
	

	Other
	
	
	
	

	
	Today
	Month To Date
	
	

	TOTAL DEPOSIT
	
	
	
	


* Guests remaining in-house

Monthly  Monitoring

If you are monitoring daily the primary monthly monitoring activity is your operating statement otherwise known as your profit and loss statement. This should be compared to the previous year and your budget.

Your monthly operating statement format (as described elsewhere) will have six columns (for comparison purposes) to the right of your line items. The six additional column headings (columns 2-7) will look like the following table:

	1
	2
	3
	4
	5
	6
	7

	Line Item
	This Year

This Month
	Year To Date
	Last Year

Same Month
	Last Year To Date
	Budget This Period
	Budget Year To Date

	
	
	
	
	
	
	


As you monitor your B&B Inn’s performance, you’ll be comparing the various line items in column 1 with columns:

· 2 with 4

· 3 with 5

· 2 with 6

· 3 with 7

Not only will your written business plan discipline you to manage by walking around, it will impress your investors and lenders that you intend to pay attention to details with hands-on management.
I suggest you use the following format.

THE MARKET – ANALYSIS AND STRATEGY

The market should be discussed at length. Although your full marketing plan is attached, this section is a condensed version of your marketing plan.

Section three defines customer targets as well as describes your competition. A description of your marketing strategy, including the uses of advertising, public relations and sales tactics, is included in this portion.

 FINANCIAL PLAN

This section not only exhibits your projections for income and expenses, it sets forth your financial operating goals.  The format includes room revenue as well as other revenues and all operating expenses. Cash flows are detailed for up to five years. 

Prior to displaying your five-year estimates of income and expenses, you will explain your operating assumptions as they relate to the inn’s financial performance. These assumptions validate your occupancies; average daily rates, other income as well as operating expenses.

The following sample format of a five-year proforma includes a partial year since our hypothetical B&B inn will open in July.
	FIVE-YEAR PROJECTIONS

INCOME & EXPENSES
	
	
	
	
	
	

	
	Partial

Year

(6 Months)
	First

Stabilized

Year
	Year

Two
	Year

Three
	Year

Four
	Year

Five

	STATISTICS
	
	
	
	
	
	

	Days in Year
	
	
	
	
	
	

	Rooms Available
	
	
	
	
	
	

	Rooms Occupied
	
	
	
	
	
	

	Occupancy
	
	
	
	
	
	

	Average Daily Rate
	
	
	
	
	
	

	
	
	
	
	
	
	

	ESTIMATED REVENUES
	
	
	
	
	
	

	Rooms
	
	
	
	
	
	

	Telephone
	
	
	
	
	
	

	Rentals
	
	
	
	
	
	

	Other
	
	
	
	
	
	

	TOTAL REVENUES
	
	
	
	
	
	

	
	
	
	
	
	
	

	EST. OPERATING EXPS.
	
	
	
	
	
	

	SALARIES & WAGES
	
	
	
	
	
	

	Manager’s Draws
	
	
	
	
	
	

	Desk Attendants
	
	
	
	
	
	

	Housekeepers
	
	
	
	
	
	

	SUB TOTAL SALARIES
	
	
	
	
	
	

	
	
	
	
	
	
	

	PAYROLL TAXES ETC.
	
	
	
	
	
	

	
	
	
	
	
	
	

	TOTAL P/R & RELATED
	
	
	
	
	
	

	
	
	
	
	
	
	

	TELEPHONE CHARGES
	
	
	
	
	
	

	Line Charges
	
	
	
	
	
	

	Cost of Calls
	
	
	
	
	
	

	Maint. & Service
	
	
	
	
	
	

	TOTAL TELE. EXPENSES
	
	
	
	
	
	

	
	
	
	
	
	
	

	GUEST SERVICE EXPS.
	
	
	
	
	
	

	Complimentary Breakfast
	
	
	
	
	
	

	Evening Social Hour
	
	
	
	
	
	

	Complimentary Newspapers
	
	
	
	
	
	

	Cable TV & Internet
	
	
	
	
	
	

	Cleaning & Lndry. Supplies
	
	
	
	
	
	

	Commissions-TA’s & RSOs
	
	
	
	
	
	

	Housekeeping Equip/Supps
	
	
	
	
	
	

	Bar Soap/Amenities/Etc.
	
	
	
	
	
	

	Linen Replacement
	
	
	
	
	
	

	Drapery/Carpet/Cleaning
	
	
	
	
	
	

	Miscellaneous Expenses
	
	
	
	
	
	

	TOTAL GUEST SERVICE & RELATED EXPENSES
	
	
	
	
	
	

	
	
	
	
	
	
	

	ADMIN. & GENERAL EXPS.
	
	
	
	
	
	

	Office Supplies
	
	
	
	
	
	

	Accounting Fees
	
	
	
	
	
	

	Legal Fees
	
	
	
	
	
	

	Credit Card Fees
	
	
	
	
	
	

	Dues & Subscriptions
	
	
	
	
	
	

	Bank Charges
	
	
	
	
	
	

	Miscellaneous A&G
	
	
	
	
	
	

	TOTAL A&G EXPENSES
	
	
	
	
	
	

	
	
	
	
	
	
	

	MARKETING EXPENSES
	
	
	
	
	
	

	Website Maintenance
	
	
	
	
	
	

	Direct Mail Expense
	
	
	
	
	
	

	Printing & Collateral
	
	
	
	
	
	

	Special Promotions
	
	
	
	
	
	

	Miscellaneous
	
	
	
	
	
	

	TOTAL MARKETING EXPS.
	
	
	
	
	
	

	
	
	
	
	
	
	

	REPAIRS & MAINTENANCE
	
	
	
	
	
	

	Electrical Repairs & Contracts
	
	
	
	
	
	

	Plumbing Repairs & Contract
	
	
	
	
	
	

	HVAC Repairs & Contract
	
	
	
	
	
	

	Other Maintenance Contracts
	
	
	
	
	
	

	Landscaping & Grounds
	
	
	
	
	
	

	TV Repairs
	
	
	
	
	
	

	Appliance Repairs
	
	
	
	
	
	

	Miscellaneous
	
	
	
	
	
	

	Small Tools & Supplies
	
	
	
	
	
	

	TOTAL REPAIRS & MAINTENANCE EXPENSES
	
	
	
	
	
	

	
	
	
	
	
	
	

	UTILITIES
	
	
	
	
	
	

	Electricity
	
	
	
	
	
	

	Water & Sewer
	
	
	
	
	
	

	Gas
	
	
	
	
	
	

	Trash Removal
	
	
	
	
	
	

	TOTAL UTILITIES
	
	
	
	
	
	

	
	
	
	
	
	
	

	TOTAL-ALL OPERATING

EXPENSES
	
	
	
	
	
	

	
	
	
	
	
	
	

	CASH FLOW AVAILABLE FOR:
	
	
	
	
	
	

	Real Estate Taxes
	
	
	
	
	
	

	Insurance
	
	
	
	
	
	

	
	
	
	
	
	
	

	CASH FLOW AVAILABLE FOR DEBT SERVICE 
	
	
	
	
	
	

	Estimated Debt service
	
	
	
	
	
	

	CASH FLOW AVAILABLE FOR RESERVE & EQUITY RETURN
	
	
	
	
	
	


Source & Use of Funds

Your lender and investors will want to know for what you are using their investment and loan. While it may seem obvious to you, they will ask for a detailed summary of your source and use of funds.

For example:

SOURCE OF FUNDS:

Equity Investment


           200,000


(Partner’s Investment)

           200,000

Loan Proceeds


        
        1,600,000

Total Source of Funds


      $2,000,000

USE OF FUNDS:

Land 




           300,000

Construction related


        1,200,000

Furnishings and Equipment

           350,000

Start-up Capital



           100,000

Initial Year Estimated Deficit

        
50,000

Total Use of Funds


      $2,000,000

GOALS & OBJECTIVES
Goals should contain five characteristics: (We’ve all heard of the SMART system)

· SPECIFIC.

· MEASURABLE.

· ACHIEVABLE.

· RELEVANT.

· TRACKABLE.

Simply stated, your written plan should inform the reader exactly what the goal is, when it should be completed, how it is relevant to the big picture and exactly how it will be measured.

OPERATIONS
Your business plan should detail how you are going to operate your facility emphasizing your points of difference from typical hotels, B&B’s, and other inns. 
SAMPLE BUSINESS PLAN FORMAT
Name of Your Inn
Two Exhibits to Attach to Your Business Plan
Exhibit A.
Market Study and Statement of Estimated Operating Results
Exhibit B.

Marketing Plan

SAMPLE BUSINESS PLAN
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HILLSBORO VILLAGE BED & BREAKFAST INN

BUSINESS PLAN
1. EXECUTIVE SUMMARY

This business plan represents the market research and financial analysis substantiating the economic feasibility of a small inn in Nashville, Tennessee as well as an overview of how it will be marketed and operated.  The inn will be designed and operated to capture the growing number of business travelers who seek the Bed & Breakfast/Inn experience over the typical hotel.

The proposed design, operating techniques and location match (and exceed) the amenities and services that have been documented in various surveys as being important to the needs of the frequent business traveler.

Each room will have:

· Two-line telephones

· Voice mail

· High Speed Internet Access (DSL)
· Wireless Internet Access (Wi-Fi)

· Fax machine in each room

· In room CD player

· In room VCR/DVD player

· IPOD & MP3 docking station

· Clock Radio

· Iron and ironing board
· Guest safe

· Full length dressing mirror

· Heavy black-out draperies

· 36 to 42 inch flat screen HD televisions

Some of the services include:

· Walking/jogging maps, bottled water and hand towels in lobby
· Exercise room

· Guest laundry and vending area

· Complimentary USA Today and/or Wall Street Journal 
· Same-day laundry and valet service
The market is well defined and documented. The primary market target is the business traveler who has discovered the Bed & Breakfast or small Inn experience while on vacation or holiday and attempts to locate this type of facility as his or her preferred lodging choice while traveling on business. We have identified those hotels that in our opinion are currently being used by the guest we will target.
The marketing plan for the Inn consists of three simple, cost-effective objectives:

· Design, locate and operate the Inn to accommodate the defined      market.

· Inform and educate those who will recommend or use the inn primarily through the Internet, direct mail, public relations, and personal calls.

· Deliver exceptional service and product quality in order to build repeat business.

Estimated revenue and operating expenses were carefully calculated. A very conservative approach was used to portray occupancy levels and average daily rates. 

The average daily rates projected are on a par or above the upscale hotels in the Nashville market. Occupancy for the first stabilized twelve-month period was estimated at a conservative 14 rooms per evening, or seventy-two percent occupancy. Over a five-year period the occupancy is estimated to grow 16 rooms per night, or seventy eight percent. With a small Inn, occupancy will obviously track higher than the average hotel or the market as a whole – as one occupied room is the equivalent of 5 occupancy points. Occupancy projections are consistent with the higher occupancies enjoyed by luxury and upscale properties in the market.

Operating expenses for a small, family-operated facility will not necessarily reflect the aggregate for the hotel industry due largely to economies of scale and the unstructured, yet luxurious environment, in which the Inn will operate.
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