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Why Lean Planning

AThe plan is usel ess. But planning is essential.o

~Dwight D. Eisenhower

What do youvant from your business? Wealth? Famefetter living? Maybe you want more
independencer time off to coactyourk i d s 6 teanoc Wet h t hi s belpgdugetvohat g o i
you want. | will show you how focusgtprioritiesandexpectationsand track resulto help you get

what you want from your business. | promise

Dondét sweat t h 8kiplihe descbpticns amceegptanapohsadust do a lean plan. It will

help you get where you are going without boggin

Who doesnét | i keYopdeandiengehareayatuiboe? going to
attractions, restaurants, hotel s, and the route
backpacking trips and plan routes, foaddwhat to pack. As an adult, | join my wifie planning arr

family vacations. Planning is part of the fun.

And planning your own busines$ha s tdouSet your strateggnd the tactics to execute it.
Figure out pricing, marketinggndproduct.Dream and tell stories, and then add what it takes to make
themcome true. i hgés hma b e ng vaghebdauniing, harmbgmarageaincertainty

to specific educated guesses, linked together, so yoadthesthem. Get things done.



This is the LivePla®pecific version

fiLivePlan hageinvented business plannirtys the only toothat helps entrepreneurs track th@iogress with

a unigue dashboard specifically designed for smal/l
~JohnJantsch

This is a special version of this book, tailored for use with LivePlargritieetool for planning,
tracking, and managing a small business, develop&hloyAlto SoftwareLivePlanis an excellent
platform for your | ean gnd amfnihmagl.o | Alm d oJanfdtewa raen

LivePlan and how well it works with my vision of lean business planning.

LivePlan is ideal fodoingyour lean business plan. Use its pitch page as a strategy summary. Use its
easily modifiable outline to manageuy lists oftactics anadtoncretespecifics.Live Plansimplifies the
financials to give you both easy, guided inputs, and outputs that automatically interpret your assumptions

to create formal financial projections and estimate cash flow.

| f vy o alreatiyhavé an account at LivePlayou can sign up atww.liveplan.com And if you

would like the main (generic) version, it is available for sale in bookstores, at amazon.com, and

elsewhere. You can find more imfoation about that book &tanplan.com


http://www.liveplan.com/
http://leanplan.com/

One-Page Summary

About Lean Planning

Lean businesis a better way to do anything in business. Take small steps, look back, track results,

see what works, and change ofteran business planniigja way to optimize your business with focus,

specific steps, tracking results, and changing quickly.pFmeiplesof lean businesglanningare todo

only what you need, track and review often, exp

planning, not accounting.

Do a Lean Business Plan

Section 2Lean Business Planning Step by Stspall about how to do a lean business plan. Fost

define your strategysuch as focus on specific tatgearkets and business offerings to match. Then

you setexecutionsuch as pricing, messaging, and location, to execute strategyydinen

developconcrete specifigsncluding datesnd deadlines. And you alslo the essential business

numbersincluding sales forecast, expense budget, and cash flow.

Then Track, Review, Revise, Manage

The point isndt the pl iaDqgthelplantandtthereaddptias angomgs s Yy o
process of riumeviewreviser e peat . When do you revise? When do

3, Keeping it Live

Appendices

Appendix Ashows how to calculatgarting costsAppendix Bcoverssharing your plamwith

summariesdoingyour business pitgland doing amlevator speecAppendix Cis aboutplanning for

angel investmentAppendix Dincludes a complete sample lean business planendix Eis a second

complete sample lean business plan.



Section 1 Fundamentals

Note: Do you like to just dig in? Skip the fundamentals and backgroundkjust

to Section 2o just get going.

You mayhave heard of the lean startup movement, or lean manufacturing. This

is lean business planning. It gives you planning so you can follow up with tracking,

management, and course corrections, to get the benefits of accountadmléy,

strategies aghtactics aligned with specifics, anthnage your cash flow. But it also

saves you from the drawbacks of the traditional formal business gtamment, which
isobsoletetl6s easi er

S

ol

, faster

and

better.
lists and tables, just the essentials that you need to achieve your business goals.
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an
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Chapter 1 Lean Business

fiLean manufacturing Lean Enterprise, olean production o f t e means & ayodugction 6
philosophy that considers the expenditure of resources in any aspect other than the direct creation

of valuefor the end customertobewastetun d t hus a target for elimination

~ Wikipedia

In general, lean means strongtwihuscle but no fat. Lean means useful. Nofrills. 6 s not t hi

skinny, just lean.

Lean Manufacturing

The conceplean manufacturingtarted with the Japanese automaker Toyota more than 70 years ago

and was adopted by manufacturers worldwide. It focuses only on what adds value. And that avoids waste.

Early on, the lean manufacturing people adopted adtap process called PDCA, folando-check
adjust.PDCA came from quality control expert Dr. Edwards Deming. PDCA itself (the idea of the cycle,
although the acronym PDCA has various versions) became the gold standard for manufacturing

efficiency.



The essential idea is to take snsélps, analyze often, and keep watching results and correcting.
That s instead of developing big elaborate pl an

more revision. That 6s what is called | ean.

The benefits are obvious. Consider howhee of change is constantly increasing. Technology

advances faster every year. Adopting a lean process seems like common sense to me.

My business experience has been mainly computers and software, but my formal education was
literature first, then journalism, and then business. | learned software by doing. And, | confess, | never had
the patience for the big software development plangbine of the larger companies and more schooled
developers did. | was the kind of entrepreneur who built the product in a way that got it to market as
quickly as possible. There were always new versions to come. | never thought it was finished, and |
worked with the next steps and a broad larger vision. | moved in the right direction without taking a long
time trying to imagine, in detail, the final product. That was right for me. And it was lean by instinct,

before | knew anybody called that lean.

Lean &rtups

Er i ¢ RiThelLéan Btartfitst appeared in 2011 and became the biggest thing in startups in

this century.

What is it? |Itdéds what the book says, but that
book, her e 06 sefirtitibne Wi ki pedi a d

ASimilar to the precepts of lean management, Riesstaanp philosophy seeks to eliminate

wasteful practices and increase value producing practices during the product development phase
so that startups can have a better chance of suva#issut requiring large amounts of outside
funding,elaboratéusiness plans, or the perfect prodact.

~Wikipedia

The emphasis there is mine. Keep this phrase

the next section, on the lean business plan.

First, however, more about lean startups (continuing the Wikipedia text above):



AThisis done primarily through taprocesses, using kpgrformance indicatorand a

continuous deployment proceBgcause startups typically cannot afford to have their entire
investment depend upon the success of one single product launch, Ries maintains that by releasing
a minimum viale product that is not yet finalized, the company can then make use of customer
feedback to help further tailor their product to theecific

needs of its customegs.
~ Wikipedia

The lean startup applies the idea of continuous improvement in stepgles, to starting a new
business. The lean startup begins with what they call a minimum viable product, then improves in

repetitive cycles, each one involving plan, action, checking results, and revising the plan to start again.

The lean startup iddaok off. Experts loved it. Both the lean startup and its suggestion of the
minimum viable product now appear nearly everywhere that startups are discussed. There are steadily
growing numbers of companion books, folleywp books, conferences, blogs, amanistartup experts and
consultants. Mosterious attempts &inding new startuppay homage to the lean startup and minimum

viable product.

Il s this a fad? No. |l dondét think so. This is
acceleréing technology, and world economies splitting into ever smaller and potentially more efficient
pieces. And the fundamental idea is sound: plan more fluidly, take shorter steps, analyze results, and then
takemoreshortersteps. Change is constant, andpghee of change is increasing, so change the way you

do business. Make it lean. And that is as true for established businesses as it is for startups.

10



Chapter 2 Why Lean Business Planning

AHowever beauti f ul occadsienallglook attheeg yv,e swdu sshoul d

~ Winston Churchill

So webve seen i n the pr eeanimbusiness mearts foausing brnhvhat u s i

adds value and avoids waste. |l t6s al so about t a

It Starts witha Lean Business Plan

Lean business planning adopts the ideas of small steps, constant tracking, and frequent course
corrections to planning. It includes only what adds value, without waste. It starts with a core business plan
for internal use only, just ienough for optimizing the business. A lean business plan has four essential

parts:

1. A strategy sumnm@&, whichis a barebones description of strategy for management use only.

2. Execution alsoabarebones description, for management use only. It lays out tactics to execute

strategy, like pricing, marketing, product or service development, financing, and so forth.

3. Concrete specificlcludingreview scheduleassumptionsmilestonestasks, angerformance

metrics Milestones include dates, deadlines, and budgets. Tasks include responsibility assignments
and budgets.

4. Essential forecasts includimgles spending andcash flow And, if youare starting a new business,

also your starting costs.

This | ean plan is clearly not the fiel aborate
el aborate plan, the | ean pinmanesdraeaded businessmnforimatidne c
for outsides. It is not evenadocumeintt 6 s a col l ection of |lists, tab

11



Keep it Live. Use it Well.

Just like lean manufacturing and lean startups, lean business planning is a prooafawsus
i mprovement . It takes small steps, analyzes res

cycle to make a lean planning version that | now call PRRR, forrplaneview-revise.

So lean business planning is more than justdha plan itself. It's the plan plusgular review and

revisionsYou dondét ever finish it becaudlrswelivaldanplaoigr p |

easy to revise, and you revise it as often as you teant

Add More Only as Needed

Much as the lean startup experts complain about what they call the elaborate business plan, real
businesses, in the real world, do occasionally need to present a business plan to outsiders. They have wh:

| call business plan eventwhen a business plan is required.

But times have changed. You still dondét need
with regular review and revisions. And when somebody asks for a traditional business plan (if they do),
then add the extra ingredients you need. That nhiglg market analysis, maybe an exit strategy, maybe a

detailed description of product or marketing plan. Do them as summaries, presentations, or appendices.

12
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Chapter 3 Principles of Lean Business
Planning

Alt i s not t h eiesshatswiveget he moantelligert, but tkepoee most

responsive to change.

~Charles Darwin

This chapter describes the principles of lean business planning. You might decide, as you read them,

that they apply to all good business planning.

152 hyfe 2KIG _2dQft ' as

Lean business means avoiding wasténglonly what has valud.hereforethe right form for your
business plan is the form that best serves your business pufpabermore, for the vast majority of
business owners, the business purpose of planning is getting what you want from thed ssities)
strategy and tactics, executing, reviewing results, and revising as needed. And that purpose is best servec
with lean planning that starts with a lean plan and continues with a planning process involving regular

review and revision. You keep itlea because thatods easier, better,

Consider lllustration&.. | put the lean plan at the center because the plan is about what is supposed
to happen, when, who does what, how much it costs, and how much money it generbté¢s6 s a c o |

of deci si ons, | i st s, and forecasts. | t Yod useis n Ot

14



to track performance against plan, review results, and revise reguldithg glan is always up to date
Use LivePlarto keepall of thisin one convenient place, where you can acitegkenever you want to

And i tds onl y foaits bubiregs fuacikon.y ou need

[llustration 3-1: Form Follows Function

Business
Manaaemen‘r

\—

Formal plan
document

S

—

Dondt confuse the plan with the ,drelevatonsppech t he su
The pl an gdingto happer. Bhe other forms are just output.

The main output, and therefore the main purpose, of the lean business plan is better business, which
means getting what you wa iydurleamptamis fgrand that buncson ne s s .
determines whatodés there. Forget the additional

until you have what | callhe Business Plan Ever@®@ne of the appendices, callédaring Your Plan

covers how to deummariesbusiness pitcheand everan elevator speech

15



Know Your Market, Yes; Describe, Analyze, Prowot Necessarily

You have to know your market extremely well to run your business. Know your market like you
know the back of your handnow your customers, what they need, what they want, how they find you,

what messages work for them, what they read, what they do, and all of that.

What you dondédt have to do, however b Aleaaplanncl ud
doesse@td rigorous mar ket analysis. | t O chDlead, mait n o

until later, with the business plan event, when it is actuatiyired.

Howevery our | ean plan is about whatodést@eiagotud h
business strategy, specific milestones, dates, deadlines, forecasts of sales and, expetisess o f or t h
not a term paper. Yes, you should know your mar

find outside investors.

Form bllows function: The function of the lean busingdan isgetting what
you want from your business, not selling something to outsiders

Hd LOQa F /2y iAydz2dza t NPOSaazx VY
Lean business planning isndt rmnmoutadturiganleann t ha
startups, itds a process of continuous I mprovem

With lean planning, your business plan is always a fresh, current version. You never finish a business
plan, heave a sigh of relief,aeaadtocoagrahatlt adaega

use it once and throw it away. You dondt store

However, this kind of regularly updated planning is clearly better for business than a more static
elaborate business plan. With lean plannihg,lan is smaller and streamlined so you can update it
easily and often, at least once a month. Your lean plan is much more useful than a static plan because it i
always current, always being tracked and reviewed, frequently revised, and is a vahidble to
managing. You run your business according to priorities. Your tactics match your strategy. Your specific
business activities match your tactics. And accountability is part of the process. People on the team are

aware of the performance metrics, mitenes, and progress or lack of it. Things get done.

16



Furthermore, even back in the old days of the elaborate business plan, it was always true that a good
business plan was never done. | 6ve been pimeintin
articles, and blog posts. Thatds not new with |

obvious, than ever before.

A

So a business plan is not a singl ewrittemVYoug. Il t 6
dondot doetiti tandanrndryou dondt find a business pl
an expert, consultant, coach, or business plan writer, realize that in real use a business plan lasts only a
few weeks before it needs to be reviewed and revised. Bogtue added from the expert has to help

you in the |l ong term. I f you dondét know your pl

3. It Assumes Constant Change

One of the strongest and most pervasive myths

reduce flexibility. It builds flexibility. Lean business planning manages change. It is not threatened by

change. People say, AWhy would | do a business
say: wrong. Never do something just becatiséis i n t he plan. There is no
plan just for the planés sake. You never plan t

Instead, understand that the plan relates long term to short term, sales to costs and expesstes and
flow, marketing to sales, and lots of other interdependencies in the business. When things ahdnge

they always dé the plan helps you keep track of what affects what else, so you can adjust accordingly.

Change does not undermine planning; actually,
planning is the best way to manage change.

So running a business right requires minding the dekalst al s o wat ching t he
of keepi ng ey e sshappeningloothekiielchagound you; and ayesddown, dealing with the

bald both at the same time.

Which reminds me that dribbling is one of my favorite analogies for business planning. In soccer or
basketball, dribbling means managing the hape or footeye coordination of the immediate detail while

simultaneously looking up and watching opponentsteammatesanddevelopingplays. When | was

17



coaching kids in soccer, 106d try to help themr
players did this naturally.

Here are a couple of additional ways dribbling is like planning:

1. Dribblingisameanstoaneddch ot t he goal . Planning is |I|ike

businesd not at all about the plan itself. Good planning is measured by the decisions it causes.

Itds about managing, al | oc atwvewnttenthixirsseveralces, a
pl aces: AYou measure a business plan by the
planning is nine parts execution for every o

2. Think of the moment when the player gets the ball in the wrong end obtberct or f i el d.
either a defensive rebound in basketball, or a missed shot on goal in soccer. The tall player gets the
basketball and gives it to the one who normally dribbles up court. Or the goalie gets the ball and
gives it to a defender. At thatoment, in a weltoached team: 1) there is a plan in placel 2)
the player knows the plan but is completely empowered to change it instantly, depending on how
the play develops. Business planning done right is very much like that. The existencardf a pl
take the ball up the side, pass to the céntezlps the team know what ought to happen. But
changed the opponents doing something unexpedtadr e al so f oreseen. The
lock the players in to doing the wrong thingfaiting to respondo developments. It helps them
make instant choices, changing the plbettercorr

guess the next step because of the plan.

4. It Empowers Accountability

ltds much easier to be f rragethdnswelizvety smalposingss c o wo

owner suffers the problem of management and accountability.

Lean business planning setear expectationand then follows up on results. It compares results
with expectations. People on a team are held accountalyld oranagement actually does the work of

tracking results and communicatitigem after the fact, tothoseresponsible.

What gets measured is what gets done

18



Metrics are part of the problem. As a c¢ule, w
arenét right unless the people responsible unde

scheme show good and bad performances?
Remember, people need metrics. People want metrics. You and your business need metrics.

And soyou havetotrack That 6 s wakywuwge busiess planicreaies a management
advantage, because tracking and following up is part of its most important pieces. Set the review

schedules in advance, make sure you have the right participants for the review, alalithen

In good teams, the negative feedback is in the metric. Nobody has to scold or lecture, because the
team participated in generating the plan and the team revietasotl performances make people proud
and happy, and bad performances make peoplerembas s e d . 't happens aut oma

planning proces8esides, guilt and fear tactics are the worst kind of fake management.

And you must avoid the crystal ball and chain. Sometimasually, ofted metrics go sour because
assumptions hawehanged. Unforeseen events happen. You manage these times collaboratively,
separating the effort from the results. Your team members see that and they believe in the process, and

theyoll continue to contribute.

p® LGQa tfFyYyYyAy3d b20G ! O0O2dzyuAy 3

One of the mst common errors in business planning is confusing planning with accounting. This is
true for lean planning too. Your projections, although they look like accounting statements, are just
projections.They are always going to be off one way or anothertahde i r pur pose isnot
future exactly right, but rather setting down expectations and connecting the links between spehding
revenue. Then when you do your monthly reviews, having made the original projection makes

adjustments easier.

They aretwo different dimensions.

Accounting goes from toddyackward irtime inexactdetail. Planning, on
the other hand, goes forward into the future in ewvicreasing summary
and aggregation

Understanding this difference helps you wilike educated guessing/olved in makingprojections.

The reports that come out of accounting, called statements, must accurately summarize the actual

19



transactions that happened in the past. For example, a pmmbeprrect Profit and Loss statement in

accounting is aeportsummarizing all the actual transactions recorded as sales, costs, and expenses for a

specified period of time (month, quarter, or year).

April 2014

Income
4000 Sales
4100 Sales of Services Income
4110 Business planning
4120 Soclal media services

Total 4100 Sales of Services Income

PROFIT AND LOSS

This number is a report
on the database of
actual transactions. It's
a calculated total of all
that occurred in that
month

TOTAL

3,799.60

Total 4000 Sales 40,744.60
Total Income $40,744.60
Gross Profit $40,744.60
Profit and Lose
Qales
Direct Coste $15,000 : :
This number is a guess
Grogs Margin 415,000 of what the total will be
p in some future month. It
: 1 Groge Margin % 50% isn't calculated. It is
estimated as a total.
But projectionsunl i ke financial statements, are

j ust

€

database of actuthinsactions. Where accounting reports on records in a database, for projections there is

no database. We guess what the totatght be.

So

on them. You estimatie totals

you dondt try to

That 6s

i magi ne

not

t he

easi

al |

only er ,

projections help you manage, and how we humansw#ahumbers.
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Section 2Do A Lean Business Plan

Benefits, definitions, and principles aside, this section takestgpby step
through the process of creating a | ean
concrete specifics, and essential projections.

Keep it simple. The | ean plan is just
market. Yes, you should have a mankgtplan. But almost everything in your lean

plan is lists or bullet points, for your own use only.
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Chapter 4. SetYourStrategy

AThe essence of strategy is choosing what not to do

~ Michael Porter

Pull back from the keyboard. Put downthatppron 6t wr i te anything, ple
through your businesstrategy. Start your lean plan with practical strategy.

ltés harder to write about strategy than just
which can be extresly elaborate. People spend entire careers studying strategy as it applies to large
corporations.

Strategy is like driving and séxwe allt h i n k prettegbod at it. But simplifying, doing today

what will seem obvious tomorrow, is genius. | say the beategies seem obvious as soon as you

under stand t hem. Further mor e, it seems to me th
work.

|l chose the Michael Porter quote above becaus
small business and startups. Strategy is what vy

block of marblé the art is what he chips off the block, not what he leaves in. Michelangelo started with a

big chunk of marble and chipped piecékab it until it was his David. Strategy is focus.

22
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Strategy is Focus.

There is a very real business use for a strategy summary as part of every business plan, even a lean
plan. Since strategy is focus, it leads to some difficult decisions as timergdésve opportunities arise.
Some new opportunities are great additions, offering healthy evolution and growth. Others are dangerous
distractions that dilute the business, blur the focus, and brifguieess down. The owner, owners, or
core managementde have to make these decisions, and they are hard. Normal entrepreneurs want to go
into every new markeh orderto please everybody they c&8pa good strategy summary helps to frame

the new opportunities

Thereds no obvi qud hfesremulea i fsaronmakiTrhey donoét
something business owners have to do for themselves. There is always risk and opportunity. So you refer

to your strategy summary first, and then think about it.

This should come up in the mibity review sessions | recommend for every lean business planning

process for every business.

Strategy has to be easytodefihch e Li ve Pl an rselitiondMdrkesNhyUs avdrds e m
justfineforme But | 6ve al so wor k#ndyears) with sepetalcompetiogr i ng
strategy frameworks, and every one of them worKk
say you can also define strategy with a story, or a small collection of stories, which | exjpkadil iwith

Stories

And |l etds be clear abbubdbstWwhat Meuhbdesudoadt
yourself to execute consistently and over a long tldsethe LivePlamrmethodhere or use stories, or

someot her met hod. What matters is focus, what you

ThelLivePlan Lean Stratedylethod

Think of it as the heart of the bu®urmess, i k
concepts t hat PodempSolutbnMarieteapdddentity @Ba@n dét pul |l t hem a

interrelationship between them that drives your business. Each affects thin@ber

23
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The Problem You Solve

We forgetthis too often Your business is not about you, what you like to do, or what you want from
it. I'tds about your customers. And, most I mport

Theodore Legitt changed marketing with his pivotal piedarketing Myopiawhich indudes this

importantreminder:
People don't want to buy a quartirch drill, they want a quarteinch hole.
And this also famous quote, about railroads:

They]the railroads] let others take customers away from them because they assumed themselves

to be n the railroad business rather than in the transportation business.

Real businesses solve problersd to have an effectiieusiness strategy they have to know what
problem they solvdn a social media company that posts updates for itstg)ihre problem it solves is
not soci al media; i1itds getting the word out; ge

24



feed me a meal; it gives me healthy, delicious food, in a comfortable environment, a place | like to be for

an hour ortwo with my wife.

Decades ago, when | started developing business plan software, | had to remind myself that people

dondét want business plan software; they want bu
Every business better be solvingrablem. If not, its continued existence is threatened.

For purposes of illustration, throughout this bookseexamplesand illustrationgrom several
sample lean business plaii$iree of thesare hypothetical business plans develoeskrveas
exanples.They include a startup subscription sdop-lunch delivery service for office workers, named
Soup There It tsa sample bicycle retail store; and a sample deli in an office park. A fourth is an actual

business, a orgerson social media consultalave Presencat havepresence.carAll the strategy

examples shown here are put into the LivePlan summary page (also called pitch page in some versions).

lllustration 41 shows the problem statement for the ssuwipscription plan, namesbup There Iis.

And lllustration 42 shows the problestatement for a sample bicycle retailer.

[llustration 4-1 The Problem SoufubscriptionSolves

It's not just lunch, it's soup ... it's
SOUP("ERE) your business too.

Problem worth solving

Problem w
Healthy, organic, soup lunches delivered to the
Healthy, orgd

workplaceof ~ WOrkplace on a subscription basis. For growing
numbersof{ — numbers of health-and-nutrition conscious

office worker
who want to office workers. A perfect answer for employers

M who want to have employees stay in for lunch.

1. Portiand ORfoffice locations
2. 25 or more people in single location
3. Small-medium businesses

4. Larger law firms & professionals

25
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lllustration 4-2: Problem Statement for Bicycle Store

We offer high-quality bi

just gearheads.

Problem worth solving

Problem wo o ; ;
It's hard to buy a good bike in this town without

being an "insider" cycling expert.

Competitors How our

Prospects

king gear

for families and regular people, not

ne where regular people
d expert advice.

solution is better

Local bike shops Welcoming, family-friendly space

Big-box retailers Higher quality gear and expert advice

Online retailers Ability to test drive and local repair

Your Solution

Your business solution is your product or service. You can already see with the bike shop example

how one shop needs one kind of

i nventory

and th

Your identity influences your choice of market, whiofluences your choice of product. Your choice of

product influences your choice of market. They have to work together.

Understand that you canét do

everything.

fail . You c angbéndhlicyckes dt mfgain pocesfinearfanfiigendly atmospherelf you

say you do, nobody believes you anyhdwh e s ubscr i pt i

on soup

busi

foods or established sandwich delivery on price and convenience aloneff8is thealthy organic

cooked soup delivered to the desks of office workers. In both cases, you see $tabsgic
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Seth GodTheDi@ sbawlut being the best at one thi
y o u doevebtythingandeen i f you coul d, your youseéddofieuss wo
on something that you do well, that people want. Be the cheap and practical bars of soap that sell in
volume in the big chain stores, or be a finpckaged, expensivand swetsmelling soap that sells in

bouti ques. Dondét try to be both.

lllustration 43 showsthe strategic solution for the bicycle stolleistration 44 shows the same
thing for the soup subscription business.

lllustration 4-3: Bicycle Store Solution Stateme

We offer high-quality biking gear
for families and regular people, not
just gearheads.

Our Opportunity

Problem worth solving Our solution

It's hard to buy a good bike in this
being an "insider" cycling expert.

Our solution

Target may Garrett's is a snob-free zone where regular people
can get top notch gear and expert advice.

@ Young fark
38 College st
Prospects A
P y. ﬁ Trail enthusiasts Big-box retailers Higher quality gear and expert advice
@ Commuters Online retailers Ability to test drive and local repair

@ High School Students
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lllustration 4-4: Soup Subscription Solution Statement

It's not just lunch, it's soup ... it's
SOuUP (T.“TE.ZE) your business too.

Our Opportunity

Problem won_hy Our solution \

Healthy, organ
workplace on 4
numbers of he our SOIution
office workers.
who want to hd

Soup There It Is delivers healthy soup to the

Targetmarkl  yorkplace as a service to employers.
1. Portland OR
2. 25 or more d

3. Small-mediunvas@stnesses

4. Larger law firms & professionals

Your Choice oMarket

The problem, solution, and your identity (why us) all influepoar strategicchoice of target market.
Garrett, the bicycle store owner, matches his target market to his problem and solution strategies by

focusing on families rather than extreme cycling enthusiasts. lllustéébsh ows Garr et t 6 s
target market.
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lllustration 4-5: BicycleStore Target Market Strategy

just gearheads.
Our Opportunity
Problem worth solving Our solution
It's hard to buy a good bike in this town without Garrett's is a snob-free zone where regular people

being an "insider" cycling expert.

We offer high-quality biking gear
for families and regular people, not

can get top notch gear an

Target market
Competitors How our solution is better
- Young families

College students 1 Local bike shops Welcoming, family-friendly space

. Trail enthusiasts Big-box retailers Higher quality gear and expert advice

@ commuters 450K Online retailers Ability to test drive and local repair

@ High School Students

The soup subscription business focuses on the specific case of office workers and companies that

arendét big
worker situations h a t

e nio cafgtériastfon their tvdrkers. Fustliermiore, it hones in on specific office
are more |ikely to produce vol ume

make a profit trying to serve individualflustration 46 shows how they set their target markeategy.
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lllustration 4-6: Setting the Target MarkeStrategy

TheBusiness Identity

Every business has its core identity. How are you different from others? What are your strengths and

weaknesses? What is your core competence? What are your goals? What makes you different?

Tip: Think of a business identity as aeswg the question: Why Us? Why
are we the right people for this business? How do we relate to the problem,
solution, and market?

As an example, imagine the difference between a bicycle retail store owned and operated by a former
professional bike raceand another one owned and operated by a couple with children who like bicycles
as a family activity. The first one will probably stock and sell expensive, sophisticated bicycles for the
racing enthusiast and extreme lesigtance or mountain biking hobbyi3he second will probably

emphasize bicycles for children, bike trailers, carriers, and accessories for families.

Notice pleasehow the owneis identity affects strategy in strengths and weaknesses, knowledge and

focus, and choice of product and target market.

Part of your identity is what you want from your business. Some businesses are abbigsyper

or pursuing your passion. Some people want their businesses to grow as big and as fast as they can and
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