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Mailing: P.O. Box 610, Holbrook, AZ 86025
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The Small Business Development Center is funded in part throngh a

cooperative agreement with the U.S. Small Business Administration.

All opinions, conclusions or recommendations expressed are those of
the author(s) and do not necessarily reflect the views of the SBA.

Information in this booklet may become out-of-date after publishing,
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About the Small Business Development Center

Northland Pioneer College's Small Business Develop-
ment Center serves Navajo and Apache counties and is
one of eleven statewide centers.

The SBDC offers confidential, nocost counseling ser-
vices. Clients may utilize counseling time as agreed
upon by the SBDC. We guarantee that anything we dis-
cuss with a client will be held in the strictest confi-
dence.

The center staff and consultants work with clients to
identify problem areas and help the client with strate-
gies to deal with the problem. We provide quality educa-
tional programs, access to resources, and “one-on-one"
assistance throughout the region.

We can help you with:

Evaluating business ideas
Creating business plans
Start up cost projections

Business financial projections
Loan packaging
SBA loan programs
Business expansion studies
Business valuation studies
Marketing Plans
Bookkeeping skills
Customer service skills
Employee issues
Government contracting
Computer classes
Small business management, and more.....
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A FORMAL MARKETING PLAN

The major elements of a marketing plan are:

I. A market analysis, which assesses the market environment
in which you compete, identifies your competitors and ana-
lyzes their strengths and weaknesses, and identifies and
quantifies your target market. The market analysis includes:

1. SITUATION ANALYSIS
MACROENVIRONMENT
MARKET SITUATION
COMPETITIVE SITUATION
TARGET BUYER SITUATION
PRODUCT SITUATION
] DISTRIBUTION SITUATION

2. OPPORTUNITIES AND ISSUES ANALYSIS
(SWOT)

3. GOALS AND OBJECTIVES

Il. A marketing strategy, which explains how you will differen-
tiate your business from your competitors' businesses and
what approach you will take to get customers to buy from
you.

BRI = A

Ill. A marketing and sales plan, which specify the nature and
timing of promotional and other advertising activities that will
support specific sales targets.

1. Market Analysis

How do you determine if there are enough people in your market
who are willing to purchase what you have to offer at the price
you need to charge to make a profit? The best way is to conduct
a methodical analysis of the market you plan to reach. The mar-
ket analysis presents your conclusions regarding external mar-
ket factors that will affect your business. It examines the totality
of the business environment in which you will compete.
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1) Situation Analysis

The primary purpose for the situation analysis section of a marketing
plan is to describe what is happening in the markets in which the
company competes, and the company's product and distribu-
tion trends. A simple, common-sense approach to organizing and
providing only relevant information is recommended for this section.

Subsections should go from the "big picture” of macroenvironment
influences on your business down through total market descriptions,
the competition, target buyers/end users, and, finally, product trends
and your company distribution channels description.

Information in this section provides rationale and support for the mar-
keting objectives, plans, and strategies. Key subsections include:

a) Macroenvironment Situation

This subsection of the situation analysis section of your marketing
plan presents information on trends for demographic, economic,
technological, political, social, cultural, material supply, etc., thatim-
pact on the company. Only include trends that might affect your
business:

e Demographics: For example, a home-building contractor should
begin to pay closer attention to the needs of people over 65 (20
percent of the USA population will be over 65 by the year 2000)
as baby boomers begin to edge closer to retirement. People are
living longer and spending more on vacations, recreation, and
entertainment.

e Economics/business conditions: VWhen interest rates go up be-
cause of inflation, the government is trying to slow business
growth. Money is more expensive to borrow. People may be less
apt to buy new homes or cars. International frade is affected by
government tariffs and local labor costs and union organizations.

e Technological: Innovation can create or wipe out industries and
businesses in less than a year. The popularity and convenience
of CD players all but eliminated the sale of record players and
seriously depressed the manufacture and sale of vinyl records.
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e Political and legal: Health care and handicapped legislation af-
fects all businesses, large or small. Increasing costs and man-
datory provisions for buildings, walkways, elevators, etc., signifi-
cantly affect the overhead for a small business. For example, a
new restaurant with a basement must now have an elevator
(e.g., $20,000 or more) for handicapped employees, despite the
unlikely circumstance of physically handicapped employees
needing to go down to a basement storage area.

e Social and cultural: There is a sweeping trend for Americans
(and the world) to dress more casually, with function and com-
fort driving new clothing and shoe trends. People are cooking
less and are more concerned about nutrition and fat in their di-
ets. And today, American business people are less willing to
sacrifice family life for business careers. What does this mean
for your small business?

b) Overall Market Situation

This subsection of the situation analysis section provides informa-
tion on the size, growth, and trends of the overall market and any
relevant segments of the total market or category.

For example, a small business could include local industry sales or
volume for the last five years and estimated total market for this
year and the following year, with company sales and share of the
market.

Rationale should be provided for estimating the trend of the market,

including key industry developments, introduction of hew technology

or new products, increased marketing spending by key competitors,
efc.

c) Competitive Situation

This subsection of the situation analysis section provides a descrip-
tion of major competitors with size, goals, market share, product
quality comparisons, marketing strategies, marketing spending, etc.
It may include:

Contact us at 928-532-6170

description of key competitors and their market positioning
size of key competitors in units/dollars

market shares of key competitors

sales frends of key competitors

strengths and weaknesses of key competitors compared to
your company's product or services

perceived marketing strategies of key competitors and their
probable impact on your company

d) Target Buyer and End User Situation

This subsection of the situation analysis section provides actionable
information on selling to target buyers and stimulating purchases or
usage by the ultimate end users. Key questions answered in this
subsection include a description of target buyers or end users in
demographic, psychographic, and lifestyle terms.

target buyer/end user wants, needs, attitudes, and percep-
tions of category products and services

where target buyers/end users are located and how to reach
them

which segments of the total market or category are growing
or declining and why

e) Product or Service Situation

This subsection of the situation analysis section provides company
information on:

sales

profit

product trends

cost-of-goods history (five years)

marketing spending history (five years of advertising, promo-
tion, PR spending)
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e distribution frends and developments

e description of the sales organization (e.g., company or bro-
kers)

) Distribution Situation

This subsection of the situation analysis section describes each dis-
tribution channel and its relative importance to the company in terms
of:

e percent of company sales

e company volume

e cost to distribute products and services

e growth potential

e competitive status

2. OPPORTUNITY AND ISSUES ANALYSIS (SWOT)

This section of the marketing plan analyzes the major external op-
portunities and threats to the company and the internal strengths and
weaknesses of the company, along with a discussion of key issues
facing the company.

External opportunities and threats to the company should be de-
scribed with possible programs to capitalize on the opportunities,
and possible solutions to potential threats to the company.

Internal strengths and weaknesses of the company should be de-
scribed in a competitive context.

Key issues addresses decisions to be made by the company, based
upon the analysis of these external opportunities and threats and
internal company strengths and weaknesses, and helps to determine
objectives, strategies, and tactics.

External opportunities may be seen in an analysis of the macroenvi-
ronment the company operates in. Other factors affecting your com-
pany may come from the market situation or the competitive situation
that your company faces.

NORTHLAND PIONEER COLLEGE ~ SMALL BUSINESS DEVELOPMENT CENTER

I
3. GOALS AND OBJECTIVES

This section of the marketing plan outlines major company
goals, marketing, and financial objectives. All objectives should
be carefully quantified, where possible, especially in terms of an
achievable time or date. Objectives should be reasonable and
attainable.

Major company goals could include both short- and long-term
goals. For example:

e company definition (e.g., "to be a manufacturer of 100
percent all-natural shack food products")

e market definition (e.g., "to attain leadership in dollar mar-
ket share and volume for the healthy, all-natural snacks
segment of the salty shacks category")

e technology (e.g., "to become known in the industry as the
leading developer of new vegetable protein products")

Financial objectives are generally described in quantitative terms
for at least three years in the future:

e gross sales (increase)

e  cost-of-goods (decrease)
e gross margin (increase)
e netincome (increase)

e return oninvestment

e return onincome

Businesses seeking outside funding and capital should provide a
minimum of five years of projected income statements, although

these are usually located in the financial section of the business

plan rather than the marketing section.

Marketing objectives are quantitative translations of the com-
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pany's financial objectives, in marketing terms. For example:

e sales dollars

e sales units

e market share

e distribution levels/channel
e advertising awareness

The marketing strategy portion of your business plan presents the
approach you plan to take in providing products or services to your
customers. It explains, at a high level, what you've determined to do
to get your customers to buy in the desired quantities. Someone who
reads your market strategy should come away with a "big picture”
view of how your business will present itself to the market segment
in which you will compete. You should assess both the merits and
the risks of your enterprise in the marketing strategy.

In the marketing strategy section of your plan, you'll address issues
such as:

e identification of your target buyers

o the market segment in which you'll compete

o the reasons why the product or service you offer is unique
e your pricing philosophy

e plans for market research

e ongoing product or service development plans

3) MARKETING STRATEGY

A marketing strategy explains how you will differentiate your busi-
ness from your competitors and what approach you will take to get
customers to buy from you.

You'll find it useful to keep in mind the 4 Ps of marketing (product,
price, promotion or advertising, and place (distribution)) as you de-
fine the scope of your marketing strategy. And be sure to stress what
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is unique about your business
Every business owner should develop a written guideline that sets
forth the business's marketing strategy. This document is used to
judge the appropriateness of each action that the business takes. If
a company has to take an action that is off-strategy, it may indicate
a temporary emergency action prompted by competition or other
factors beyond normal management control. Or it may indicate the
need to change or revise the company's marketing strategy.

The marketing strategy section provides the company's marketing
strategy statement, summarizing the key target buyer description,
competitive market segments the company will compete in, the
unique positioning of the company and its products compared to
the competition, the reasons why it is unique or compelling to buy-
ers, price strategy versus the competition, marketing spending
strategy with advertising and promotion, and possible R&D and
market research expenditure strategies.

A good marketing strategy provides specific goals and can include:

e adescription of the key target buyer/fend user

e competitive market segments the company will compete in

e distribution channels

e the unique positioning of the company and its products versus
the competition

e the reasons why itis unique or compelling to buyers

e price strategy versus competition

e marketing spending strategy with advertising and promotion

e possible research and development

e market research expenditure strategies.

An overall company marketing strategy should also:

e define the business
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e position the business as a leader, challenger, follower, or
niche player in the category

e define the brand or business personality or image thatis
desired in the minds of buyers and end users

o define life cycle influences, if applicable

e Use the following checklist to help create your own mar-
keting strategy.

Marketing strategy checklist:

e define what your company is

e identify the products or services that your company pro-
vides

e identify your target buyersfend users

e establish the marketing category (e.g., fast food pur-
veyor, high-end audio equipment sales, efc.)

e determine whether your company will be a market cate-
gory leader, follower, challenger, or niche player

e describe the unique characteristics of your products or
services that distinguish them from the competition.

e define whether your pricing will be above, below, or at

parity with your competitors and establish whether you
will lead, follow, or ighore changes in competitors' pricing

e identify the distribution channels through which your

products/services will be made available to the target
market/end users

e describe how advertising and promotions will convey the
unique characteristics of your products or services

e describe any research and development activities or
market research plans that are unique to your business

e describe the image or personality of your company and
its products or services

Strategy statement tests. If the statements in your strategy
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are measurable and actionable and work to differentiate
your company and products apart from the competition, con-
gratulations! If they are not measurable and actionable and
do not differentiate your company from the competition, re-
vise them until they are.

A good working marketing strategy should not be changed
every year. It should not be revised until company objectives
(financial, marketing, and overall company goals) have been
achieved or the competitive situation has changed signifi-
cantly, e.g., a new competitor comes into the category or
significantly different or new products emerge from existing
competitors.

III. MARKETING AND SALES PLAN

Your marketing and sales plan specifies the nature and tim-
ing of promotional and other advertising activities that will
support specific sales targets. This section explains how
you plan to reach your targeted customers and how you will
effectively market your product or service to those custom-
ers. For example, the marketing plan specifies the types of
advertising that you will use and the timing of those adver-
tisements. In essence, the marketing plan takes the market-
ing strategy that you developed to a tactical level. It sets
forth the specific steps you will take to sell your product or
service and provides a timetable for those actions to occur.

For example, how will you advertise your business? If you
decide on radio ads, which stations will you choose and at
what times of day? Can you afford enough repetitions of the
ad to make it memorable? How will you assess whether
you're getting your money's worth from the radio spots?

The marketing and sales plan usually includes a calendar
that ties marketing and sales activities to specific operational
events. For example, an advertising campaigh may begin
some months before a new product is ready to be sold. As
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the date of the new product introduction approaches, the ad
campaigh would be stepped up. Once the new product hits
the market, additional advertising is used to support specific
sales objectives.

Sales plans. An integral component of any business plan is
a strategy for getting your product or service to your tar-
geted customers. There are many ways to reach your cus-
tomers. One challenge that you face in developing your
business plan is selecting the sales channel that is most ef-
fective. For instance, if you're in a business where you pro-
vide services personally, your participation in the sales proc-
ess can be extensive.

Many good home improvement contractors make all their
sales pitches in person, and they count on referrals from
satisfied customers to generate new sales prospects. It
would be difficult to rely on a separate sales organization
when the essence of the job includes creating estimates and
selling the prospective customer on your ability to deliver
what the customer wants.

In contrast, if your business deals in the sale and production
of large quantities of product with little associated service,
then you face a different challenge. Customers may not
know or care who you are.

A coffee distributor roasts and grinds coffee for resale to a
number of local convenience stores. The stores brew and
sell the coffee by the cup. The people who buy and drink the
coffee are the end users of the product. But the convenience
stores are the target market for the distributor's product. The
sales plan must address how to reach them, as intermediar-
ies between the producer and the end user.

Planning for selling is, therefore, based on the particular mix
of goods and services that you plan to offer and on the way
you intend to reach potential customers. If you are going to
have a sales force of some kind, be sure you know what you
will expect them to do. When making hiring decisions, do
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your best to find people who can do what you want. If you
will be the entire sales force, try to quantify the activities and
time involved. For example, a remodeling contractor won't
spend all of the time actually working on houses. In addition
to the back office tasks, the contractor will also spend time
meeting with potential customers, discussing the job, pre-
paring and submitting bids or estimates, etc. These are vital
sales activities and are essential to keeping work lined up.

The sales and marketing plan outlines each specific market-
ing event or action plan to increase sales. For example, it
may contain a summary of quarterly promotion and advertis-
ing plans, with spending, timing, and share or shipment
goals for each program.

Sales and marketing plans should be a logical outgrowth of
short- and long-term company objectives and your market-
ing strategy. In the business plan, the sales and marketing
plans provide an outline of each marketing event for the
year, covering the following information:

e description of each event vehicle (e.g., media, promo-
tion, frade, sales)

e timing of each event

e event goals and objectives (e.g., volume, share gains)

e costof each event

A FORMAL MARKETING PLAN EXAMPLE

On the following pages, you will see a sample marketing
plan for an accounting and auditing firm. Following that ex-
ample, there will be a fill in the blank section for you to com-
plete your own marketing plan.

Page 15



[image: image9.jpg]NORTHLAND PIONEER COLLEGE ~ SMALL BUSINESS DEVELOPMENT CENTER

e
1. MARKET ANALYSIS

Franklin & Moore LLC offers expertise in all areas of account-
ing, bookkeeping, and financial-based planning. The firm has
a solid and loyal customer base in a market that has experi-
enced constant but slowing growth in recent years. We have
increasing competition from a variety of sources. The firm is
highly dependant on revenues from tax planning and prepara-
tion for businesses and individuals. These areas account for
more than 75% of total revenues. This presents a long-term
threat to the firm due to competition and changes in our mar-
ket. We must diversify our revenue base to realize ongoing
growth and stability in a changing industry.

a. Macroenvironment

The following issues impact market acceptance and Franklin

& Moore's ability to generate revenue:

e Consumer trends - Those clients that are PC literate are
more likely to consider tax preparation software as a vi-
able alternative to using our services.

e Economic changes - Two economic changes are taking
place, due to the increasing assets of the over-60
"depression generation" and their saving behavior. First,
they have proportionately greater assets than their prede-
cessors, particularly individuals with assets in excess of
$1.2 million. This group and their heirs may realize in-
creased benefits from tax and estate planning. There is
also a phenomenon where the children of this aging popu-
lation are more likely to inherit assets and need to inte-
grate these newly acquired assets with their own. Both
present opportunities for tax and estate planning activities.

e Technology advancements - Franklin & Moore has bene-
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fited from firm-based software that is enabling us to
become increasingly more productive with our existing
resources. Unfortunately, technological advancements
are also creating greater challenges in the competitive
environment.

e Competitive activity - Competition has increased on all
fronts. In addition to the impact end-user software is
having on the industry, firms of similar size have grown
and expanded and there are more sole proprietors and
licensed tax consultants and bookkeeping services. We
consider the market to be at or near saturation.

e Political and legal environment - Our business activity
is directly related to changes in state and federal tax
laws. Other than capital gain laws, this has been rela-
tively static for the past 10 years. We do not anticipate
significant changes in the near future. The most nega-
tive activity in this area would be tax laws that lead to
significant simplification of tax laws.

b. Market Situation

Franklin & Moore LLC is a full-service accounting firm,
serving the personal and business needs for the commu-
nity of San Clemente, California and beyond. Our most im-
portant clients are mid to large-size organizations that rely
on our services for their accounting needs. Tax preparation
and planning is just the beginning as we strive to become
an integral part of their financial management and planning
process. Our best clients value their time and resources,
and seek to minimize their tax obligations. They do not like
negative surprises. They realize and appreciate the value
in the services we offer, along with the lost opportunity
costs of hot benefiting from our services. Franklin & Moore
LLC provides tangible and intangible value.
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Our objective is to minimize the tax exposure of our clients
and adhere to all state and federal tax laws. The bigger pic-
ture means that we are providing peace of mind for our cli-
ents - they are legally using their financial resources in the
most productive manner possible. Ve work to make the
complex understandable. We actin an advisory role to our
clients that will enable them to better influence and optimize
their personal and/or corporate wealth. We desire to make
them more money and give them a better night's sleep.

Market frends fall into three general categories: static tax
laws, increasing use of software, and key client growth.

Static tax laws - Although minor revisions have been made
in past years, tax laws have not changed dramatically since
1988. This enables greater efficiencies within our firm, but
reduces involvement with our clients and can resultin a de-
crease of billable hours.

Increasing use of software - Tax software is one of our ma-
jor competitors and continues to erode revenue from individ-
ual clients with simple returns. This includes products pro-
duced by Intuit with their “Turbo Tax" line and Block Finan-
cial with their "Kiplinger Tax Cut" products. Software has
also been a resource to increase efficiencies within the firm.
For example, we are producing in excess of 50% more
work, and therefore billable hours, with the same resources
we did in 1995 due to the computer systems now in place.

Key client growth - A cluster of our premier clients have ex-
perienced substantial success and growth. Meeting these
client's needs will "bring us along" to offer additional ser-
vices and provide an opportunity for us to strategically ex-
pand the services we offer. As we gain expertise and estab-
lish our reputation in these areas, we market those to other
clients and use them as a point of interest to attract new cli-
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ents. Pension planning services are one example of this
phenomenon.

c) Competitive Situation

Competitors fall into four primary categories; other firms,
sole practitioners, licensed tax consultants and bookkeeping
services, and software.

Other CPA firms - A total of 5 firms conduct business in our
area that are comparable to Franklin & Moore in size and
capabilities, including one that is a national firm. These firms
have staff and technology resources similar to ours, al-
though their focus and areas of specialization vary.

Sole practitioners - An estimated 23 sole practitioners exist
in the immediate area. This ranges from individuals that
have been in business for over 20 years to those that are in
their sixth month. Their resources are limited in terms of
staff and technology.

Licensed tax consultants and bookkeeping services - The
"Type I" individual client, with straightforward and uncompli-
cated needs, often looks to licensed tax consultants and
bookkeeping services in lieu of the services we offer. This
client type may consider these preparers on the basis of
"self preparation avoidance" rather than from seeking proac-
tive advice and council.

Software - Increasing competition from individual software,
particularly Intuit's “Turbo Tax" and Block Financials'
"Kiplinger Tax Cut."

d) Target Market Situation

Our primary target markets include these three areas:
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1. Established businesses of more than 50 employees that
value an accounting firm that offers comprehensive busi-
ness planning services, particularly those in the medical/
health, dental, and lodging industries.

2. Growing businesses of less than 50 employees that
need our services now and will rely on them to a greater
extent as their businesses and requirements grow, par-
ticularly those that will benefit from areas of specializa-
tion, such as pension and retirement program planning.

3. Individual clients with a net worth in excess of $1.2 mil-
lion that are concerned about the current earning capa-
bilities of their assets and what will happen to those as-
sets when they are passed to their heirs.

Individual Accounts - The base of individual accounts serves
to offer consistent revenues for the firm. Approximately 20%
of these accounts also depend on the firm for ongoing finan-
cial planning of their investment portfolios. The balance of
the clients primarily look to the firm for tax planning and
preparation.

Organizations of Over 50 Employees - Our most profitable
business clients fall into the "over 50 employees" category.
These corporate accounts generate the highest revenues on
a per-hour basis and also generate revenues on the most
consistent basis throughout the year. Many of these ac-
counts are in the medical/health, dental, and lodging indus-
tries. These clients are also more likely to look to Franklin &
Moore for the widest range of services the firm offers, such
as assisting with pension planning and investment manage-
ment services. Target clients in this category have annual
sales over $3 million, operate more than one location, serve
a national customer base or more, and are publicly owned.
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Organizations Under 50 Employees - Organizations under 50 em-
ployees represent some of the fastest growing clients within the
firm. Franklin & Moore offers attractive services that understand
and meet the needs of these clients. Again, many of these clients
are in select vertical markets, including medical/health, dental, and
lodging industries. The key clients in this category have annual
sales between $250,000 and $3,000,000, serve customers in the
Southern California market, have a local or statewide customer
base, and are privately owned. The long-term strategy is to grow
with these clients as they expand and their needs for our services
increase.

The growth rate of our combined target markets has averaged ap-
proximately 8.6%. This is due to the growth of established busi-
nesses as well as movement into the San Clemente area. This
growth rate has plateaued in the past years and is expected to re-
main constant for the foreseeable future.

e) Service Situation

Our services offer expertise to enable our clients to better realize
their financial objectives. Accomplishing this for our clients falls
into these basic service areas:

Business Clients

Tax advising, planning, and preparation
Consulting services, including;
Industry-specific consulting

At-risk business consulting
Corporate-pension consulting

Individual Clients

Tax advising, planning, and preparation for individuals
Consulting services, including;

Personal Financial Planning (general)

Pension planning
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Retirement planning

Providing quality service is also critical. Our business and individ-
ual clients judge our competence based on how we treat them.
This is their primary - and in many cases their only - measurement
of our capabiliies. They ask themselves the following about our
firm:

Do they act in a professional manner?

Do they know who | am?

Do they remember my name?

Are they genuinely concerned about my best interest?

Will they actively support and defend their advice and council if
needed?

Franklin & Moore LLC offers a unique team of CPAs and a profes-
sional accounting and bookkeeping staff with proven expertise as
business consultants. Ve do more than prepare taxes. We also
provide a variety of valuable services that enable a business to op-
timize their profitability and minimize their tax exposure. We will
work to offer our services in an innovative manner to create a
source for business planning solutions that will be difficult to emu-
late. We offer a premium level of service and expect to receive pre-
mium compensation for those services.

1I. OPPORTUNITIES AND ISSUES

Franklin & Moore's strengths include:

e A core of CPA's that have established solid reputations within
our market

e Highly experienced staff with an increase in total billable hours.

o A state-of-the-art computer system, utilizing the latest software
that continues to enhance our productivity and expand our ca-
pacity.
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High client retention, providing consistent referrals to the firm.
Expertise in specific vertical markets of medical/ealth, dental,
and lodging industries.

Three CPAs, our "rainmakers," who bring in an estimated 65%
of the new client work.

Franklin & Moore's weaknesses include:

Over dependence on tax preparation work for individual and
business clients and, therefore, a lack of diversification in our
revenue sources.

Inability to generate sufficient billable hours in the off-season,
based on the current capacity of our systems and full-time
staff.

Difficulty in retaining aggressive non-partner CPAs, as they
move to smaller firms that will make them partners sooner.
Being perceived as a non-progressive, “too traditional" firm
and maybe overlooked as a viable option for new clients.
Some individuals within the professional staff do not have an
understanding of or a commitment to the marketing activities
of the firm.

Opportunities available to Franklin & Moore include:

Benefiting from the ongoing increase in population to the San
Clemente area, particularly for the retirement segment.
Increasing income levels of the population over the age of 60
that have aggressively saved for retirement and have increas-
ingly complex tax planning, tax preparation, and estate plan-
ning needs.

Leveraging the positive perception business has about locat-
ing in this section of Orange County.
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Growth that is occurring in three industries where we
possess expertise; health/medical, dental, and lodging.

Threats include:

Increased competition from sole practitioners and new
firms.

Continued sophistication and affordability of software
that replaces or minimizes the role of a CPA for tax
preparation, accounting, and bookkeeping services.
General perceptions that accounting firms are only used
for tax-related aspects of business rather than as a valu-
able resource for broader business consulting issues.
Some organizations planning for an Initial Public Offering
(IPO) perceive they must use a national accounting firm.
State and/or federal tax laws that lead to gross simplifi-
cation, such as legislation leading to a flat income tax,
which would result in reducing billable hours for business
and individual taxes.

Critical Issues include:

The firm appears to be approaching a "mature” category.
We have relatively low major opportunities, fairly low threats,
limited growth potential, and relatively low risk.

Continuing to leverage the in-house computer system to
keep efficiencies high and costs, specifically payroll, to a
minimum.

Further develop areas of specialization to attract and
retain key clients.

Continued development of client referrals from individu-
als and business contacts.

Marketing training to develop networking and other mar-
keting skills within the professional staff.
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Retaining clients is essential and will be determined by
maintaining our reputation built upon professionalism,
trust, accuracy, and timeliness.

Continuing to leverage our computer-based capabilities
within the firm on a cost-effective basis.

Tracking results to better understand which marketing
activities offer the best return.

Focusing on key market segments that will produce the
greatest return.

Educating our staff so everyone takes a role in market-
ing the firm and not leaving this responsibility to the few
"rainmakers" that how account for a large percentage of
new business.

GOALS AND OBJECTIVES

To realize an annual growth rate of 8.25% greater than
the previous year.

To diversify our revenue stream through increased busi-
ness consulting (non-tax related) activities to account for
26% or more of total revenues.

To create a visible profile through establishing reciprocal
referral sources with the following:

(3) major banks

(1) credit union

(2) major law firms

(2) brokerage firms

Train the entire staff to understand, appreciate, and rein-
force their role in marketing the firm.

Financial Goals:
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1. Revenues of $1.6 million by year-end to realize a growth rate of
8.25% compared to the previous year.

2. Non-tax preparation revenues greater than 25% of total billing.

3. Payroll expenses to increase no more than 8% compared to the
previous year.

II. MARKETING STRATEGY

Our marketing strategies are based on meeting the needs of existing
and future clients. We will do this through leveraging internal and ex-
ternal business strengths and understanding the competitive envi-
ronment. All marketing strategies work toward supporting our mis-
sion statement and realizing our stated goals.

Our marketing strategies fall into these three categories:

1. Revenue diversification including service and industry specializa-
tion.

2. Fixed fee structure focus.

3. Marketing awareness training.

Franklin & Moore is to be a profitable firm that continues to meet the
financial objectives of the shareholders and provides a successful
environment for its employees. Our firm will maintain strong growth
as a provider of high quality professional services to our clients. We
will strive to consistently be perceived as a firm that is professional,
trustworthy, accurate, and timely. Franklin & Moore will offer the in-
novative approach clients need to reach their business and personal
financial goals. Wealth is good.

Franklin & Moore's strategy is focused on leveraging our existing
strengths. We will strive to emphasize those strengths that cannot be
duplicated by our competitors or through the use of software. This is
an important factor in differentiating the firm. All tactics to implement
this strategy include leveraging the quality of our work and our in-
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house computer capabilities.

STRATEGY #1
Revenue Diversification

Tactic #1 Industry specialization through expanding in medical/

health, dental, and lodging clients.

e Program 1-A Identify potential new clients

e Program 1-B Additional involvement in industry associa-
tions

Tactic #2 Service specialization and building on proven skills.

e Program 2-A Promotion of areas of specialization

e Program 2-B Leveraging contacts in vertical markets

e Program 2-C Utilize our website to communicate and dem-
onstrate these skills

Tactic #3 Expertise-based marketing.

e Program 3-A Articles in industry publications

e Program 3-B Presentations at regional or national industry
conferences

e Program 3-C Utilize our website to communicate and dem-
onstrate this expertise

STRATEGY #2
Fixed Fee Structure Emphasis

Tactic #4 Support System.

e Program 4-A Identification of high potential fixed fee work

e Program 4-B Implement tracking program

Tactic #5 Increase fixed fee billing.

e Program 5-A Training regarding fixed fee approach

e Program 5-B Implement incentive program for offering and
acquiring

STRATEGY #3
Marketing Awareness Training
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Tactic #6 Train all employees on the firm's marketing strategy

and their role.

e Program 6-A Initial overview of marketing plan

e Program 6-B Define roles based on position

e Program 6-C Individual training for all partners and staff
CPAs

Tactic #7 Formalization of referral program.

e Program 7-A Referral log automated for tracking perform-
ance

e Program 7-B Identify high potential professional contacts for
referral sources

e Program 7-C Generate monthly reports for all employees

Our experience has proven that the most significant factor in
acquiring new clients is a direct result of referrals from our exist-
ing client base. In 1998, more than 80% of our new clients di-
rectly or indirectly resulted from a referral by an individual or
business client. Client retention is essential. Receiving referrals
from them will determine our success or failure. People ask
other people they know, trust, and share a similar financial posi-
tion to tell them what firm or CPA to use. It is as simple as that.
Our marketing mix will consistently work to optimize the volume
and quality of those referrals.

We need to fulfill the promise we make to each client - to pro-
vide them the resources they need to reach their business and
personal financial goals, with unfaltering confidence in our firm
throughout that process and, ultimately, throughout their lives.

Franklin & Moore will seek to provide a premium product at a
premium price that offers the best overall value to our clients.
Ultimately, our clients will realize greater wealth as a result of
their ability to optimize profitability and minimize their tax obliga-
tions.

Client billing rates reflect the level of expertise required to per-
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form the work. Our average hourly billing rates are as follows:

Partner $165

Staff CPA $110
Accounting Staff $65
Bookkeeping Staff $45

As mentioned in our marketing strategy, we will also work to bill more
of our work on a fixed-fee basis, particularly the work that can better
utilize our computerized capabilities. These fees will be based on the
value offered the client, not the internal time required to complete the
task.

We will promote the firm through these critical marketing components:

Leveraging referrals from professional contacts and individual clients
to make this an integral part of how we conduct business.

Enhance our profile within our targeted industries and areas of spe-
cialization through being cited as possessing unique expertise in these
areas.

Have the expectation that all employees will take on the task of mar-
keting the firm as they approach their other areas of responsibility. Ve
will track, give feedback, and acknowledge efforts, accomplishments,
and results from these actions.

Continue to use the technology we have, including our in-house com-
puter capabilities and our website. Both possess incredible potential
for future differentiation in an increasingly competitive market.

This topic is a reminder that, throughout the business, providing a
quality service experience is also critical. Our business and individual
clients judge our competence based on how we treat them. This is
their primary - and in many cases their only - measurement of our ca-
pabilities. We must have each of our clients answer positively to these
questions: Do they act in a professional manner? Do they know who |
am? Do they remember my name? Are they genuinely concerned
about my best interest? Will they defend their advice and council if
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Sales Forecast

Sales

Business Clients - Tax
Preparation

Business Clients - Tax
Planning

Business Clients - Gen-
eral Consulting
Business Clients -
Other

Individual Clients - Tax
Preparation

Individual Clients - Tax
Planning
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As the projection shows, we track revenue by partner, buta
significant amount of the total revenue comes from the billing
of the staff itself. Craig Moore will be retiring in the year 2004.
The detail for this table is included in the appendices.

Our most important markets are our "large" and "growth" busi-
ness clients. We have made strides to focus on revenues from
these more profitable and faster-growing segments. This low-
ers the dependency on our “"individual" client base, and our
goal is to continue this focus for the future.

Our three targeted areas of specialization in medical/health,
dental, and lodging represent a relatively small portion of total
income, but these are some of the most profitable accounts for
the firm. These areas also offer the possibility of ongoing
monthly billing opportunities to spread billing throughout the
year, versus the heavy concentration of activity around the tax
schedule. Manufacturing still represents a significant number
of annual billable hours, but the low to ho-growth rate no
longer makes this an attractive segment.

Marketing expenses will correlate with firm revenues. This is
based on a 2.5% factor of annual revenues. These expenses
include any client development activities that promote the firm
or any individual within the firm.
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Total Sales and Market-
ing Expenses

As the table and chart shows, with additional information in the appen-
dices, a majority of our expenses are managed by the seven partners,
not by marketing. Each partner has an expense allocation that is over-
seen by marketing to deal with specific client development programs,
marketing of expertise, and related projects. Marketing holds each
partner accountable, although not always an easy task, to leverage
these client development resources for the best return possible.

Consistent with our growth strategy, a majority of our expenses are
dedicated towards marketing to businesses rather than individuals.
Our marketing expenses are targeted to communicate our expertise
and how those skills will benefit business clients.

Our marketing expenses represent a small portion of total revenue
generated, as illustrated on the following graph. Regardless, market-
ing-based efforts and our marketing expenditures must produce re-
sults. Our Marketing Director tracks this correlation and reports to the
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|
partners regarding our progress at our scheduled meetings. We
expect to see our strategies impact the bottom line in the preferred
areas. Our relatively conservative approach appears to be a good
fit. An unexpected decrease in revenues will impact our marketing
budget, and we will address this issue if required.

£300,000

£250,000
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£150000 W sales
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£100,000

£50,000

©
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Contribution margins should increase as a result of these factors:
Increased efficiencies and revenue through specialization.
Increased efficiencies through use of our available technology.
Economies of scale from growth and better utilization of capacity.
More evenly spreading work out throughout the calendar year.

Il address this issue if required.

The focus of this marketing plan is to initiate action that will gener-
ate additional revenues for Franklin & Moore and better position us
for the future. These marketing challenges exist:

We offer intangible "products.”

Our clients evaluate our capabilities based on things they see and
hear.

Marketing is not well understood or received within our profession.
Putting our marketing plan into action through the use of profes-
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sional and credible techniques is what it is all about.

The milestones graphic illustrates key implementation activities. Each
partner understands the programs, and they have been assigned to
oversee specific actions involved with each. We will track plan-vs.-
actual results for each program. Status and progress will be addressed
at the monthly partners meeting and reported to all of our staff in our

monthly bulletin.

This will be a topic of focus at the end-of-the-year partners' meeting to
evaluate annual results and validate or challenge the marketing plan

for the upcoming year.

Referral Tracking Program

Advertising Campaign (1399-2000)
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Our Marketing Director, Lane Hanson, heads our marketing ef-
forts. This full-ime position is responsible to oversee all marketing
activities for the firm. Lane interfaces with each partner and staff
member. This places Lane in the role of administrator and coordi-
nator of marketing activities, but also requires training and individ-
ual development activities for each partner and CPA on our staff.
We all recognize the challenge Lane faces as an employee,
coach, and supervisor.

These are the most likely changes in the marketing plan:

Industry or economic downturns - At this time, the targeted indus-
tries are experiencing solid growth in our area. If industry growth
does not occur, we will re-examine our select industries and/or
activities and change our focus and direction.

Loss of key resources - Losing key individuals in the firm could
result in lost accounts or lost areas of expertise. VWWe need to re-
view our "Stage 2" strategy if any person in the firm should not be
able to perform their function.

Online tax services - Competition from any geographic location
may emerge from online services conducted by larger and better
funded firms.

Tax law changes - Simplification of tax laws is unlikely, but will
demand that we would take a "big picture" assessment of the
firm's position, due to the significant overhead commitments that
we have made.

Please refer to the Skinny Marketing Guidebook for
Small Businesses by NPC-SBDC to see a condensed mar-
keting plan and marketing ideas for your business.
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The Northland Pioneer College Small Business
Development Center works in partnership with small busi-
nesses and entrepreneurs o maximize their success.

When small business owners succeed,
we all succeed.

Our Goals for Economic Development for Clients:

When surveyed a client will respond:
e Yes, | am salisfied with the service

e Yes, the service has had a positive impact on my busi-
ness

e Yes, | would recommend the service to others

Your progress in the following areas is progress we want
for the entire region:

e [Increased jobs or saved jobs
o Increased revenue and tax base
e New loans, lines of credit or debt capital

e New investment capital
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