Business Plan Evaluation: Zara Restaurant & Lounge (Revision) 
After completing my first evaluation of Zara’s business plan I could not help but feel that I had missed something in my analysis. It was over the next week that I realized that I had failed to thoroughly evaluate the plan. At a glance, I thought the Zara concept was intriguing and as a bonus, aligned with my own dream to open a restaurant. I wanted to believe in the plan so much that I missed its weaknesses. Having time to review discussions from class and more resources and opinions of what effective business plans should contain, I now see there are glaring deficiencies in this plan. 
Zara’s business plan was written to secure sufficient finances to open a multi-use restaurant in a rapidly expanding area of Atlanta, Georgia. Since the plan is geographically constrained, it must show not only the vision and direction for the business but also describe the reasoning behind selecting the location. It must also outline in detail how the business will earn profit how the conclusions were drawn. This is some thing I had missed in my previous evaluation. The vision and direction are present in the plan however the support is missing and therefore the plan is not viable. 
For my revision, I will evaluate the Zara business plan, first on a higher level then, section by section. Following each evaluation, I will offer my suggestions for improvement if necessary. Whether or not the authors were able to paint a clear, concise, and accurate picture of how their proposed venture will operate and the amount of supporting evidence to backup their claims will be the overarching basis for evaluation. 
Business plans are in many ways a company’s map, showing the path from founding to the achievement of its goals. A business must identify a target market with a need and a solution for the need. According to Jennifer A. Rivers, in her article titled The Structure of a Business Plan, the business plan “is supposed to concisely reflect profound strategic thinking while referring to both quantitative and qualitative data.” In other words, the plan must explain the opportunity, how the company plans on seizing it, and express how the company and its stakeholders will benefit. The Zara plan is made up of eight sections typical of most business plans, beginning with the executive summary and ending with the financial summary. The plan follows a pyramid structure beginning with the main highlights of the proposal and is followed in each subsequent section with more detail. A feature of the document’s structure that takes away from its clarity are the lack of a table of contents and appendices otherwise, there are no major flaws in the overall structure and flow of the plan. 
Zara identifies through the analysis of market research, National Restaurant Association data, and Atlanta Demographics an unmet consumer ‘want’ for ethnic foods and an eclectic atmosphere. The means by which Zara will fulfill this want will be to build a restaurant with a design based on market research and the recommendations of their Restaurant Consultant. The Zara concept will profit because their financial projections are based on practical experience of the owners in similar ventures, National Restaurant Industry cost averages, and analysis of Atlanta restaurant averages. The early sections of the Zara plan outline the basic concept clearly, concisely and describe the sources of data used for decision-making. 
The Zara business plan was evaluated in four main areas: revenue sources, key expenses, investment size and critical success factors. The methodology for the evaluation is from Note on Business Model Analysis for the Entrepreneur by Richard Hamermesh, Paul Marshall and Taz Pirmohamed of the Harvard Business School, published January 22, 2002. 
Revenue Sources – The sale of food and beverages is Zara’s main revenue source. This suggests that Zara follows a single stream of revenue dependent on the sale of one product or service. This revenue source is volume or unit-based meaning that customers pay a fixed price per unit and receive product in exchange. Revenues are projected to increase by 6% in year two, 5% in year three, and 4% in years four and five. (sec. 8.2) Barriers to this projected growth may include but are not limited to: cost mismanagement, failures in marketing strategy, and failure to meet sales projections. Collection of cash following sales is immediate. Credit receipts are typically collected in a weekly batch. 
Key expenses/Cost Drivers – There are fixed, semi-variable, and variable costs in the Zara business model. Fixed costs are the first major expenses in the business plan including: design and building lease. The major semi-variable cost driver affecting the plan is labor costs. The major variable costs are food and alcohol expenses. Non-recurring costs for equipment purchase and construction are also major expenses in the first year of opening. These cost drivers are unlikely to change with the current model. The cost structure of Zara is based on the dominant cost driver of the business model – food and drink. Therefore an inventory structure combined with a payroll-centered structure best describes Zara. The primary cost center at Zara’s will be its marketing and promotions department. This is an extremely important aspect of Zara’s overall strategy. The owners intend to draw-in patrons from outside their local neighborhood, without a penetrating and successful marketing strategy Zara’s customer base will be much smaller than anticipated. 
Investment Size – Zara’s maximum financing needs are $740,000 with $643,000 dedicated to startup capital and the remaining $97,000 as cash reserves. Investment opportunity is up to $200,000 with a minimum investment of $15,000 for a period of 3-5 years. Cash flows become positive at following the end of year three of operations. In total, five years after the project was started. Net worth goes positive after the third year of operation and increases drastically in years following. 
Critical Success Factors – Many of the plans projections are based on a sustained increase in the level of sales and increasing profit margins. If sales fail to follow the model, the financial projections will be incorrect. If Zara fails to acquire new customers according to its model’s predictions sales can be expected to plateau and again projections will be proved incorrect. 
Many of the projected numbers and values are described, as being based on either National Restaurant Industry data or Atlanta market averages yet nowhere in the document are any of these numbers present. This lack of supporting data gives little weight to the author’s brief rationales. A suggestion for significant improvement of Zara’s business plan would be to include this data as appendices and then footnote in sections where this data would have been used to draw conclusions. Without doing so, the plan contradicts what it states in its opening – to be based on industry fact not optimism. 
The executive summary is the clear, concise summary of the company. As the first thing and possibly last thing possible investors will read about your venture, the executive summary must be very polished. It should present the unmet consumer want or need, how the business will solve that need, and finally how it will be successful. In Deloitte & Touche’s Writing An Effective Business Plan, 4th edition, it states that the executive summary should, “describe all the key elements of a business plan…including: company strategy, management team, market outlook, product description, key financial data, and an estimate for funding needed.” All of these topics are represented in the Zara executive summary and are briefly and clearly conveyed. 
The company summary section of the Zara business plan begins to describe in greater detail the restaurant, company ownership, and startup budget. The restaurant dimensions are described and menu discussed. Within the start-up summary, the plan begins discussing start-up costs and expenses. There are no footnotes in the section citing how the budget was developed nor is there a description of the method by which the estimates were created. Inclusion of these parts would be a valuable addition to the Zara business plan. 
The third section of Zara’s business plan is the services section that includes a plan of how food quality and menu variety will be guaranteed. It is accompanied by a sample of various menu items and their descriptions as well as a short description of drinks and bar prices. This section is fairly straightforward and provides more detail of the nature of Zara to better clarify what the restaurant will be like. At the same time, this section would seem to be unnecessary information to include in the body of the plan. If needed, a sample menu as an appendix could be referred to by the reader but is not really necessary in determining if Zara is a profitable venture. 
The market analysis section of the Zara business plan was where I expected to discover the rationale behind many of the Zara owners’ decisions in developing their concept and details of how the marketing research was conducted. This section is important because it develops the idea of who the typical customer of Zara is and what their needs are. Bradley Feld, Partner of Softbank says of business market analyses, “more important than anything else, I want to clearly understand who the customer is, why they’ll buy the product or service, and what they are going to be willing to pay.” The section begins by expressing the rationales behind portion selection, menu variety, dining experience, and pricing. In other words, answering the “why they’ll buy” and “pay” questions. Within each section reference is made to market research conducted by the Restaurant consultants brought in by the owners but no explicit data is shown or referred to support the claims. 
The second half of the market analysis section is the market segmentation section. This section is where Zara identifies its target customers. The Zara plan states that the concept targets five customer profiles: the businessperson, downtown Atlanta couples, the destination customer, high-end singles, and tourists. Again a brief mention of market research is listed but the reasoning and logic behind the selection of the customer profiles are not found in this section or in appendices. The market analysis section needs a to have enough evidence to prove to investors that demand actually exists and is large enough for high potential. Zara’s market analysis fails its purpose because of the lack of supporting evidence and statistics to support its claims. 
In the strategy and implementation section the authors explain in detail how they will achieve their vision of Zara. Dan Roach of Price Waterhouse Coopers says that when describing a venture’s strategy one should, “In clear statements, tell me how you got to the market quantification you did, and why your strategy will work. What was the source of the research, and what personal expertise does the team have.” To begin the section there is an expanded vision statement followed by a list of factors that will differentiate Zara from their competitors. A significant portion of the section is devoted to competitor analysis, marketing strategy, sales strategy, and a project timeline leading to opening. 
The competitor analysis was shortened to just ten competitors for the business plan. What would have solidified this section of the Zara plan would have been if a map of all the competitor restaurants had been included or a matrix of the competitor restaurants against the features they offered. This would have given a view of the whole of the research done on the competitors and could then be interpreted for the purposes of the business plan. 
The marketing section has covered in close detail the plan that the Zara owners have to reach the Atlanta public. The section has a lot of great ideas of how Zara can be promoted and marketed. Adding a rough budget and time-line for the marketing strategy would also help the reader understand the sequence of events within the Zara promotional campaign. The project milestones timeline is an item that adds a lot to Zara’s plan. It shows all the major decisions with managers and cash expenses assigned to each leading up to the restaurant opening. It is items like these that help better clarify the business concept to investors. 
The web plan section describes the services that the Zara website will provide users. It will be the “electronic business card” of the restaurant and have test features such as online ordering and reservations available. I do not feel that the website is significant enough to warrant its own exclusive section in the business plan. It would have made more sense to see this included with the marketing strategy section and incorporated with the elements there. 
The management summary where Bradley Felk, Partner of Softbank says, “I want to understand who is on the management team, how they've thought about their respective roles, who is missing from the team, and why this team is uniquely qualified to create this business.” The Zara management summary talks about the creating an advisory board for the restaurant including their accountant, lawyer, restaurant consultant, and marketing consultant. It goes on to describe the two managing partners and their qualifications and experiences. The section concludes with a personnel plan and labor budget. The management summary does not discuss any possible weaknesses of the management team. This oversight must be addressed, or at least a plan must describe of how the team will seek help if needed. The personnel plan is straightforward and talks about the needs of the front and back ends of the restaurant. The labor budget I feel should be treated as an appendix and only cited in the main body of the plan. I also feel that more background information about the other members of the management team would have added to the impression that the team is qualified to move forward with the business. 
The financial plan is the most detailed part of the business plan. The sections leading up to this part have laid the groundwork for verifying the financial projections. The financial statements are the core of this section and should present the most accurate forecast of the future possible. Zara’s financial section has all the necessary financial statements as well as future projections summarizing growth of sales and profit. Also included in the section are all the important assumptions that have been made in order to create the projections. According to Deloitte & Touche’s, Writing An Effective Business Plan, “A forecast should represent your best estimate of future operations. 
To enable the investor or lender to evaluate the reliability of that estimate, you must provide the assumptions used in preparing the forecast.” For Zara these assumptions come in the form of sales variance, day-to-day and month-to-month, capacity during start-up, and in pricing and cost control. The assumptions are listed and discussed briefly about how they will affect the projections but how these numbers were developed is a mystery. It would be an assumption on my part to say that they are a combination of the partners’ experience and market analysis. The explanation of how they developed these numbers is extremely important to validate the claims made in their financial projections. 
Writing a business plan does not guarantee a business’s success. According to an article by Stephen Perry of Gardner-Webb University, “very little formal planning goes on in U.S. small businesses; however, non-failed firms do more planning than similar failed firms did prior to failure.” Most business plans are written for personal planning use and are written with little intention to present before an investor. This is why business plans that are to be presented to investors are so difficult to write – they must contain all the important information about the business and present it in an exciting and concise package. I feel that after researching the process of writing business plans and their evaluation, there is a definite distinction between the style of the “personal” plans and the “public” ones. For one, the “public” plans must have no errors or discrepancies since they are under much more scrutiny. But for the most part, business plans, public or personal, are similar documents providing background, rationale, and evidence in order to create a forecast of the future. 
Jennifer A. Rivers in The Structure of a Business Plan says, “Forecasts based on existing data and operations can naturally be more accurate. In order to overcome this tricky starting point, a startup is required to perform research and forecasts that will be as thorough as possible. Unfounded optimistic forecasts will drive investors to apply a higher discount rate to the forecasts, and cut the forecasts down in their calculations. Furthermore, the use of unfounded forecasts could indicate a lack of professionalism or credibility by the entrepreneurs.” In the Zara business plan, I have the impression that much of the supporting research and analysis has been left out or forgotten. This realization has made me completely change my view of the plan from favorable to unfavorable. My chief criticism of Zara’s business plan is that almost every section is missing some item of data or a rationale for how a decision was made. Since the owners intend to develop Zara in a very trendy and expensive location near downtown Atlanta, Georgia an investor may wish for additional evidence to support their conclusions on concept and design than what has been provided. Furthermore, including large tables in the body of the plan disrupts the readability of the plan in general. These documents should be referenced as appendices and stay out of the way of the body text. Overall, I feel that for two people described as being as experienced as the two owners of Zara are in restaurant openings they would have known that this type of data would need to at least be included with the text. 

Company Highlights: 
o Business - Zara Restaurant & Lounge 
o Location - Midtown Atlanta, Georgia. 100-year-old property leased. 
o Mission - Zara will be an inspired restaurant providing an eclectic atmosphere with excellent and interesting food. Efficient and superior service – customer satisfaction is primary objective. Restaurant of choice for a mature and adult crowd, couples and singles, young and old, male and female. (sec. 1.2) 
o Design - 3 venues, tapas lounge, cosmopolitan bar, and full-service dining. Caters to young but mature adult crowd. Total space requirements are 3,000 square feet providing 110 seats for patrons. (sec. 2.0) 
o Menu – Multi-ethnic cuisine provides many selections and choices for a worldly palette. (sec. 2.0) 
o Management – 48 years combined experience in food, restaurant and hotel, business management, finance, and marketing arenas. (sec. 2.0) 
Description of Plan 
Owners, Mr. Alex Hunte and Mr. Peter Smith, wrote this plan in order to secure a business loan for $430,000 to be used for equipment purchase, design, construction, and operation start-up expenses. 
The owners Mr. Hunte and Mr. Smith intentions for their plan is to present a financial model rooted in industry facts, not optimism; a business concept derived from market analyses; a solid risk mitigation plan; an experienced management team. (sec. 1.0) 
The key points for Zara’s success were listed as such (sec.1.3): 
o Unique, Innovative & Contemporary – in order to differentiate from competition. fine dining experience with unique design and décor. 
o Product Quality – great food, great service and atmosphere. 
o Spice of Life Menu – appeal to varied patrons, offering regional specialties. 
o Employee Retention Plan – stock option program for chef and management positions to create lower salary base. 
o Cost Control Focus – reducing cost of goods sold to meet profit margin goals. 


Bibliography 
Anderson, Paul V. Technical Writing: A Reader-Centered Approach. 2nd ed. Jovanovich, 1991. 
Deloitte, and Touche. Writing An Effective Business Plan. Fourth ed. Accelerator, 2003. 7+. 
"The Executive Summary." Business Writing Department. 2 Feb. 1995. Oregon State University. 15 Oct. 2008 
Feld, Bradley, and Dan Roach. "How Judges Evaluate Business Plans." 100k MIT Entrepreneurship Competition. Massachusetts Institute of Technology. 23 Oct. 2008 
Hamermesh, Richard, Paul Marshall, and Taz Pirmohamed. "Note on Business Model Analysis for the Entrepreneur." Harvard Business (2002). 
Perry, Stephen. "The Relationship between Written Business Plans and the Failure of Small Businesses in the U.S." Journal of Small Business Management 39 (2001): 201-08. 
Rivers, Jennifer A. "The Structure of a Business Plan." E-Articles. Dec.-Jan. 2006. Http://e-articles.info/e/a/title/The-Structure-of-a-Business-Plan/. 06 Oct. 2008. 
"Traditional New Venture Concept Guidelines." NYU Stern. Berkeley Center for Entrepreneurial Studies. 25 Oct. 2008 

