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[bookmark: _Toc279153788]Executive Summary
The 2nd Avenue Bakery is a locally owned bakery that focuses on the sweeter things in life. This bakery serves a wide variety of sweets including cakes, pies, pastries and other dessert items that will satisfy ones sweet tooth. The following business plan outlines the operations, human resources, marketing, and financial elements of the proposed venture.
It is very important that customers get a quality experience, and treat, when purchasing goods from 2nd Avenue Bakery. We have created some goals and objectives to ensure that each and every customer leaves happy. The goals and objectives are as follows:
· Offer quality baked goods at a competitive price point
· Ensure that each customer has a unique experience
· Offer great service in a unique environment
· Create lasting relationships with customers
In order to flourish in this competitive market, 2nd Avenue Bakery will have to differentiate themselves from competitors to create customer loyalty and remain in the market. In order to stand out from competitors and create a sense of community, 2nd Avenue Bakery will donate all of their baked goods to local shelters at the end of the business day. This will allow the bakery to make community connections, not waste left over goods, and ensure that customers feel good about where they are shopping.
The 2nd Avenue Bakery will staff 4 employees to start, one manager, two bakers and one part-time sales staff. All will stay up to date with industry trends by attending training sessions, seminars and following industry news.
The target market for 2nd Avenue Bakery is anyone who is populating the downtown area, both individuals and businesses. Our target market is quite large since our business is not very specialized in terms of age, gender, or social class.
In order to bring customers into the bakery, the business will be very active on social media sites, have the storefront windows painted to correspond with the season and specialty items that are available, as well as hand deliver flyers along with a box of baked goods to potential corporate customers.
The most critical variable for the business is the number of customers that come into the bakery per day. In the financial analysis profitability is very sensitive when it comes to this variable. Provided that 2nd Avenue Bakery meets its projected customers per day over the next 5 years, it will be a very profitable venture. The net income and owner compensation are projected to be $110,242 and $126,467, respectively, by year 5.
2nd Avenue Bakery will stand out amongst competitors due to the great range and quality of products, unique atmosphere, and competitive edge that will keep bringing customers in the door.
I. [bookmark: _Toc279153789]Introduction
The 2nd Avenue Bakery is striving to be Saskatoon’s number one bakery for all things sweet. We hope to provide individuals and businesses with only the highest quality baked goods, at a reasonable price point.
[bookmark: _Toc279153790]Goals and Objectives
It is very important that customers get a quality experience, and treat, when purchasing goods from 2nd Avenue Bakery. We have created some goals and objectives to ensure that each and every customer leaves happy. The goals and objectives are as follows:
· Offer quality baked goods at a competitive price point
· Ensure that each customer has a unique experience
· Offer great service in a unique environment
· Create lasting relationships with customers
[bookmark: _Toc279153791]Key Success Factors
There are four key factors to the success of the 2nd Avenue Bakery and are as follows:
· Superior standardized products, the quality and taste should be the same no matter when you purchase the product
· Meet the base case of customers per day
· Create lasting relationships with our customers
· Create new products and flavors to stay competitive in the market
[bookmark: _Toc279153792]II.	Operations Plan
2nd Avenue Bakery specializes in the baking of various pies, pastries and other desserts. 2nd Avenue Bakery will also offer specialized baking upon request from customers. Goods will be baked fresh daily and on display before the bakery opens for business. 
[bookmark: _Toc279153793]Organizational Structure
The organizational structure of 2nd Avenue Bakery will be relatively flat. The organization will consist of a manager, head baker, bakers assistant, and two part-time sales staff. A flat structure has been chosen so decisions can be made in a timely manner and to keep costs low. 2nd Avenue Bakery will be incorporated, as there is only one owner they will hold all of the shares. Although we feel our legal liability is low, the incorporated structure will allow us to minimize the legal liability, as will having all our employees properly trained with food safety. 
[bookmark: _Toc279153794]Figure 1 – Organizational Chart

[bookmark: _Toc279153795]Site Plan & Location
As baked goods are not a necessity, 2nd Avenue Bakery will need to be located in a high traffic, high visibility area. We believe that 167C 2nd Avenue South will be the ideal location for our bakery. This location will see lots of foot traffic every day, as well as put us in great proximity to many potential corporate customers. 
We will lease this space on 2nd Avenue through ICR Commercial Real Estate. Leasehold improvements will take place to ensure that the space will fit the needs of 2nd Avenue Bakery.
[bookmark: _Toc279153796]Figure 2 – Photo of Location
[image: ]
[bookmark: _Toc279153797]Floor Plan
The floor plan for our bakery is very important for our success. As the building that we are planning to lease is only 1,538 square feet, we will have to utilize the whole space as best we can.
When customers walk through the door they will immediately see a large refrigerated display case with fresh baked goods inside, as well as a chalkboard sign to display prices for the different goods. We will use a chalkboard sign so we can change items seasonally, as well as introduce new products without having to purchase a new sign. There will also be a glass wall behind the display cases, so customers can see the bakers working. This glass wall will also ensure that the kitchen is kept tidy at all times and that the bakers are following the kitchen standards.

[bookmark: _Toc279153798]Figure 3 – Visual of Floor Plan
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[bookmark: _Toc279153799]Hours Of Operation
2nd Avenue Bakery will be open for business 7 days a week. The hours of operations will be as follows:
· Monday – Wednesday 10am – 6pm
· Thursday – Friday 10am – 7pm
· Saturday 10am – 6pm
· Sunday & Holidays 11am - 5pm 
Although our doors do not officially open for business until 10am on weekdays, we will allow businesses to select delivery times as early as 8am Monday thru Friday. By having an earlier delivery time we will be able to better accommodate our customers needs.
[bookmark: _Toc279153800]Average Business Day
As our bakery opens, on average, at 10am, the bakery will start become active at 4am. This will ensure that baked goods are ready by the time our doors open. The details of an average business day are outlined below.
4:00 am
	Head Baker and Assistant Baker Arrive
4:00am – 10:00am
	Head Baker and Assistant Baker prepare all baked goods for the business day ahead. As well as prepare all special orders.
8:00am
	The manager will arrive to delivery special orders, if there are no special orders for the day, the manager will not arrive until 9:30am. 
9:30am 
[bookmark: _GoBack]	The manager will stock the display cases, prepare the coffee and tea stations, prepare the daily cash float and make sure that all sales supplies are in stock. The manager will also make sure that the sitting area is tidy for customers, and the front display cases are clean and presentable. 
10:00am (OPEN)
	The Manager will open the doors to customers.
10:00am – 6:00pm
	Customers will be served as they come into the store.
1:00pm
	Bakers will leave for the day. If any goods need to be made, the manager will be responsible for replenishing the goods.
6:00pm (CLOSE)
	The manager and part-time sales staff will begin the closing procedures. 
[bookmark: _Toc279153801]Capital Budget
As outlined in appendix I, the cost of leasehold improvements will be $33,000, and the costs of furniture and fixtures are $64,400. The total capital required is $97,400 for the start up of 2nd Avenue Bakery. We will discuss the financing budget later in the financial plan.


[bookmark: _Toc279153802]III.	Human Resources Plan
[bookmark: _Toc279153803]Human Resources Strategy
2nd Avenue Bakery will provide employees with performance based compensation, as the manager sees fit. This type of compensation will include, but is not limited to, salary/wage increases and monetary bonuses.
As the bakery grows, the manager will be looking for help both with management duties and kitchen management. Hoping to keep employees with the business, internal promotions will be considered before hiring externally.
The bakery will also provide training opportunities to its employees. These opportunities will include seminars, conferences, and other industry related events. In order to keep the bakery differentiated and to keep up with current industry events, staff will be able to partake in these events as they occur.
As the manager will not be able to be in the bakery at all times, they can always be reached by telephone by the staff members. This will allow all staff members to work out issues in a timely manner and maintain open lines of communication. 
[bookmark: _Toc279153804]Employee Training & Requirements
All employees will be required to have their food safety certificate. If the employee does not currently hold a food safety certificate, 2nd Avenue Bakery will ensure that the employee get the certificate as soon as possible.
As the manager will be talking on many different roles, they will need to have a basic knowledge of accounting, marketing and human resources management and a fair understanding about baking. 
The head baker position will require someone who has had previous experience being a baker or pastry chef. Culinary school would be a great asset, but is not a requirement.
The assistant baker position and sales staff position both do not have any prerequisites. Any previous experience would be considered an asset, but is not required.


[bookmark: _Toc279153805]Management – Job Description
The manager will be responsible for the day-to-day operations of the bakery. To make sure the bakery becomes a great success they will be working, on average, 48 hours per week. As the 2nd Avenue Bakery is such a small business the manager will carry on the roles of the Human Resources manager, accountant and operations manager. They will be responsible for the hiring and firing of all staff as well as training the part time staff. All procedures for the business will be created and amended by the manager. The manager will be responsible for all accounting and payroll matters, as well as completing the yearly tax return. When notified by the head baker and sales staff, new inventory will be ordered as needed. They will also do a weekly walk though of each department to make sure that all inventories that are needed are on hand. The manager will also be responsible for making sure that all special orders are recorded properly and prepared for customers at the correct date and time. When needed, the manager will also be in the kitchen helping out the bakers.
The manager will head the delivery of goods to corporate customers. They will deliver all orders, until the demand is more than they can handle on their own. They will also be in charge of getting new corporate customers and maintaining all corporate customers.
[bookmark: _Toc279153806]Head Baker – Job Description
The Head Baker will be a well-qualified individual whom will hold the responsibilities of managing the kitchen operations and ensuring quality goods are baked. The head baker will work Monday thru Friday, with a 40-hour workweek. Their hours will be 4am to 1pm daily. The head baker will be responsible for delegating baking duties for the day, be responsible for quality control and preparing/decorating baked goods. The head baker will also be responsible for the opening and closing duties surrounding the kitchen activities. The assistant baker will report directly to the head baker, and will be responsible for the training of the assistant. They will have the duty of telling the manager when inventories are becoming low, and if equipment is not working properly.
[bookmark: _Toc279153807]Assistant Baker – Job Description
The assistant baker will work 40 hours per week, with their shifts being Saturday thru Wednesday from 4am – 1pm. They will communicate directly to the head baker, and the head baker will delegate their duties. The assistant baker will assist in the preparation and decoration of baked goods. They will also be responsible for boxing baked goods for delivery, keeping the kitchen area tidy, and helping with the opening and closing duties surrounding the kitchen. The assistant baker will also be responsible for assisting customers if needed.
[bookmark: _Toc279153808]Sales Staff – Job Description
The part-time sales staff member will work approximately 20 hours per week, or as needed. The shifts will vary week to week, as they will fill in when the manager is unavailable to be working the front counter. The responsibilities of the sales staff are to serve customers, keeping the front entryway and serving area clean, boxing baked goods for customers, and taking special orders. As this staff member will work mostly evenings and weekends, they will be responsible for the closing duties in the evenings, which include cleaning the front counter and sitting area and cashing out the till. On weekends, the staff member will be responsible for the opening duties, which include filling display cases, preparing cash float for the day, preparing the coffee and tea stations, and ensuring that all items needed for sales are in stock at the front counter.
[bookmark: _Toc279153809]Labour and Management Costs
The total labour costs for the year are $121,436. This includes the manager’s salary of $40,000; the head baker salary of $30,000; the assistant baker salary of $26,000; and the part-time sales staff wage of $10,780. The hourly wage for the sales staff member is $11.00. Benefits are calculated at 13.96% of salary/wages, and include contributions to Canadian Pension Plan, Employment Insurance, Workers Compensation and vacation pay.  Please see appendix II for a break down of the costs. As shown in appendix II labour costs are outlined as $121,436 for the year
[bookmark: _Toc279153810]IV.	Marketing Plan
[bookmark: _Toc279153811]Product
At the 2nd Avenue Bakery we offer our customers a wide range of baked goods, focusing on sweets and dessert style items. Our products will include cakes, cookies, pies and pastries. For our potential corporate customers we will offer several types of boxes, focusing on different items. These boxes will include a morning style box including donuts, cinnamon buns and banana bread; an afternoon style box including cupcakes, cookies, and mini pies; and a create-your-own box where the customer can pick and choose what items they would like in their box. 
[bookmark: _Toc279153812]Place/Target Market
The target market for the 2nd Avenue Bakery is people who are populating the downtown area. These customers would include residents of Saskatoon, out-of-town residents visiting Saskatoon, and businesses populating the downtown area.
[bookmark: _Toc279153813]Target Market Analysis
As shown below in figure 4, there are many potential corporate customers within a two-block radius. This will greatly benefit the bakery, as we will be able to personally market to these businesses. The “Promotion” section below will detail how we will market to these potential corporate customers.
[bookmark: _Toc279153814]Figure 4 – Corporate Customer Target Map
[image: ]
The bulk of our customers will be walk-in customers off the streets of downtown Saskatoon. We will market to these customers thru various streams and hope that we become Saskatoon’s number one bakery.

[bookmark: _Toc279153815]Pricing
The pricing at the bakery will be relatively low for singular items. A single baked good will sell for approximately $1.50 to $5.00, depending on the item. A full pie or cake will start at the base price of $18.00, and will increase depending on the size, style, and flavor the customer is requesting.
[bookmark: _Toc279153816]Competitor Analysis
The 2nd Avenue bakery will have many competitors in the city, but just a few in the downtown area. The direct competitors in downtown Saskatoon are Tim Hortons, Starbucks, and Grandma Lee’s Bakery. These competitors will affect the bakery as they already have loyal customers who like a specific product from each company. We are hoping that customers will stop by our bakery when walking to their specific destination, or come to our store wanting to try something different than what they usually purchase at these three competitors. We hope to stand out from these competitors as 2nd Avenue Bakery is a locally owned business with fresh made goods, rather than a corporate store who brings in their goods, frozen. We hope that our quality will bring customers to our bakery as well as the fact that our goods are baked fresh in-store daily.
Some of our other competitors near the downtown area are Nutana Bakery, Cupcake Conspiracy and Crave Cupcakes. We feel that people who frequent these bakeries will also stop by our store, as we have a wider variety of items than Cupcake Conspiracy and Crave Cupcakes and are closer to the downtown area than Nutana Bakery. 
[bookmark: _Toc279153817]Positioning Map
The 2nd Avenue Bakery aims to provide the residents of Saskatoon with high quality baked goods at a reasonable price point. As outlined below in figure 5, the 2nd Avenue Bakery will be amongst the top competitors in quality and price. 





[bookmark: _Toc279153818]Figure 5 – Positioning Map 
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[bookmark: _Toc279153819]Promotion
The 2nd Avenue Bakery will utilize conventional communication channels in order to connect with the target market. The location of the bakery is very important, as there are few bakeries in the area and the downtown area of Saskatoon is a high traffic location. This will allow people to have easy access to our goods, as well as have the “accidental” customers who decide to drop into the bakery when they see our location. Another very important communication channel is word of mouth.  Word of mouth advertising is very beneficial, as people who like our products will tell their family, friends, and co-workers who will then be intrigued to come try our products. 
We will also use other formal channels of communications such as social media, flyers and window painting. Social media will be very important to us, as we will be able to show a wide range of people our products at a low cost. We will utilize Facebook, Twitter, and Instagram. We will be able to show the general public the range of products we offer, our corporate delivery options as well as photos of new or unique items.
For our potential corporate customers we will hand deliver flyers along with a small box of baked goods. These flyers will double as an order form so they can see exactly what we offer. See appendix III for an example of the corporate flyer and order form. If we hand deliver these flyers and a small box of baked goods, they will be able to try our goods, and may be more inclined to order from us. 
Lastly, we will use window painting on our storefront windows to attract customers. We will hire someone to come paint our windows on a seasonal basis. These paintings will reflect the season, as well as the seasonal goods that we are offering. See appendix IV for an example of the window painting. As there is lots of foot traffic on 2nd Avenue in Saskatoon, the brightly colored paintings will attract people’s attention and bring them into our store.
[bookmark: _Toc279153820]V.	Financial Plan
[bookmark: _Toc279153821]Financial Structure
In order for the 2nd Avenue Bakery to meet the start up capital requirements, the owner will invest $50,000 and will require a bank loan of $80,000. 
[bookmark: _Toc279153822]Dividend Policy
Dividends will be paid to the owner when there is a cash balance greater than $20,000. As outlined below, dividends will start being paid out in the third year of operations. 
	Retained Earnings Account
	2015
	2016
	2017
	2018
	2019

	Beg RE 
	-
	(18,884)
	14,264
	65,687
	89,154

	Net Income 
	(18,884)
	33,149
	71,987
	90,518
	110,242

	Dividends
	-
	-
	20,564
	67,051
	82,315

	End RE 
	(18,884)
	14,264
	65,687
	89,154
	117,081



[bookmark: _Toc279153823]Financial Analysis
As the start-up costs are relatively low compared to other businesses and the equity invested is also relatively small, the IRR is not an accurate measure of the businesses success. As outlined in the financial model, see appendix V, 2nd Avenue Bakery will begin to be profitable in the second year and will run a positive, growing net income over the next 4 years.  The net payback of the business is quite large, as the initial investment is quite small. The gross payback and net payback is as follows.
	Gross Payback
	587,257

	Net Payback
	537,257


The decision of whether or not to go ahead with this business would be based on owner compensation. The full owner compensation for the next 5 years is out lined below.
	
	2015
	2016
	2017
	2018
	2019

	Managers Salary
	40,000
	41,000
	42,025
	43,076
	44,153

	Dividends
	-
	-
	20,564
	67,051
	82,315

	Total Owner Compensation
	40,000
	41,000
	62,589
	110,127
	126,467


[bookmark: _Toc279153824]VI.	Summary
The 2nd Avenue Bakery aims to provide the City of Saskatoon with high quality baked goods at a reasonable price. As presented throughout this business plan, 2nd Avenue Bakery is a viable business and will boom in the city. This business is a worthwhile investment, and will be pursued further.
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[bookmark: _Toc279153825]Appendicies
[bookmark: _Toc279153826]Appendix I – Capital requirements

	Site Setup:

	General Carpentry & Contractor Fees
	$15,000

	Signage
	$5,000

	Paint
	$4,000

	Plumbing
	$4,000

	Electrical
	$4,000

	Natural Gas
	$1,000

	Total Cost
	$33,000



	Production Equipment

	Oven (2)
	
	$18,000

	Display Cases
	
	$15,000

	Refrigerator
	
	$7,000

	Dishwasher
	
	$7,000

	Kitchen Supplies/Utensils
	
	$5,000

	Gas Stove
	
	$3,500

	Chairs (7)
	
	$3,000

	Mixer (2)
	
	$1,500

	Table
	
	$1,200

	Freezer
	
	$1,000

	Computer
	
	$1,000

	Sinks
	
	$700

	Cash Register
	
	$300

	Printer
	
	$200

	Total Cost
	
	$64,400



	Total Capital Required
	$97,400





[bookmark: _Toc279153827]Appendix II – Labour Costs

	Labour Costs

	Managers Salary
	$40,000

	Head Baker Salary
	$30,000

	Assistant Baker Salary
	$26,000

	Salary Benefits (CPP, EI, WCB, Vacation Pay – 13.96%)
	$13,462

	Total Salaries & Benefits
	$109,402

	     Hourly Staff
	

	$11/hr * 960 hrs/year
	$10,780

	Hourly Benefits (CPP, EI, WCB, Vacation Pay – 13.96%)
	$1,474

	Total Hourly Wages & Benefits
	$12,034

	Total Labour Costs
	$121,436

















[bookmark: _Toc279153828]Appendix III – Corporate Customer Flyer & Order Form
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[bookmark: _Toc279153829]Appendix IV – Example of Window Painting
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[bookmark: _Toc279153830]Appendix V – Financial Model

Refer to Excel spreadsheet for the financial model
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16IC - 2™ Avenue South Saskatoon, SK
Tel: 306-222-1234 Email: 2ndAveBakery@gmail.com

Find us on Facebook and follow us on
Twitter and Instagram! @2ndAveBakery

Exclusive Offer!
Order any size pastry box and receive
FREE tea & coffee
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Tel: 306-222-1234 Email: 2ndAveBakery@gmail.com

Order Form

Box of:

) 10-%$25 75 - $100

[J 25-%$50 100 - $125

[J 50-$75 () Other:

Have Your Choice of:
* Morning Assortment — Includes cinnamon buns, doughnuts,
banana bread and danishes
* Afternoon Assortment — Includes cupcakes, cookies, mini pies
and mini éclairs
* Create your own — your choice of any 5 of our specialty pastries

() Morning Assortment

() Afternoon Assortment

[ Create Your Own - Circle 5 of the following:

*Cookies *Cupcakes *MiniPies *MiniEclairs *Doughnuts
*Danishes *Brownies *CinnamonBuns *Banana Bread

[J Tea& Coffee - $15.00

(J Pickup

(J Delivery

Business:
Address:

Method of Payment:

Time of delivery or pick up:
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