Chapter 1
Bar Business Basics

In This Chapter
Understanding the basics of the business

Deciding whether you have the necessary skills

Tlink of all the great times people have in bars. They meet for girls’ night
out, bachelor parties, reunions, birthdays, or just because it’s Thursday.
They come to celebrate, relax, or have fun. It’s a fact: People like bars. So it’s
not a leap for people to think “Hey, | enjoy hanging out in bars, so I may as
well get paid to do what [ enjoy — hanging out in bars.”

Viewed from the bar stool (on the public side of the bar), it’s easy to miss all
the hard work that goes on to make hanging out in bars fun for everyone else.
When you have to manage every detail — such as hiring the music, choosing
the lighting, designing the menu, and picking up trash in the parking lot —
the bar business quickly becomes more work than fun, so don’t be fooled.

In this chapter, we take you on a quick tour of the business. We explore your
reasons for getting into the business and help you check your expectations for
your new venture. We introduce you to what you need to know to understand
and maximize the true financial performance of your new venture. And finally,
we inspire you to keep reaching out to your patrons. Look at the other chap-
ters in this book for more detailed information about these topics and other
important points to know about getting your bar going and keeping it running.

Deciding Whether the Bar Business
Is Right for You

The bar business world is more than a party every night of the week. It’s
actually a business. Those owners who look at it as a business ultimately
have a much greater chance of succeeding. You can’t just give drinks to
friends or offer drink specials too deep to turn a profit. You can’t order too
many bottles of whiskey only to (not) see two of them walk out the door. You
have a tremendous opportunity to make a great career out of a fun business if
you're willing to put in the effort and use some common sense.
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Why do you want to be
in the bar business?

The bar business is tough for some people to relate to because you're selling
an experience rather than something that’s physically packaged that you can
hold. Instead, your product is packaged in many layers, from the music you
play, to your furniture and lighting choices, to the beers you have on draft.
All these things make up your packaging, affect the costs of doing business,
and affect your patron’s decision to hang out at your place or move on down
the street.

Think about these questions when you're contemplating your decision to
take the plunge and run your own place:

1 Do you really like people? An odd question on the surface perhaps, but
running a bar doesn’t afford you a lot of quiet, contemplative alone-time.
Make sure you can stand the onslaught of conversation and complaints.

+* How do you handle your own liquor? For some people, running a bar is
like giving a kid the keys to a candy store. The liquor is always available,
and they don’t seem to know when to say “when.”

v Are you a night owl? Think about your own internal clock. When does it
turn on and shut off? If you like to be up until 2 or 3 o’clock in the morn-
ing, this could be the industry for you.

v Are you ready to baby-sit adults? As the owner or manager of the bar,
you have many employees, suppliers, and customers who need your
attention. Sometimes you're the one who has to cover a missed shift on
the fly. Occasionally, you've got to handle a late shipment of liquor that
arrives inconveniently at 6 o’clock on a Friday night. Most likely, you’ll
need to attend to a patron who needs a cab. Whatever the scenario,
tag — you're it.

Make sure you spend some time reading Chapter 2 to get a feel for what the
business is really like before you invest serious time and money in develop-
ing your ideas.

What do you expect to
get out of your place?

Now’s the time for you to sit down and create your plan for what your bar
should be. Early on, create the pie-in-the-sky version of your ideal place,
including a menu (both drink and food), and even draw up mock floor plans.
Figure out where you want your stage and TVs to go, how many bars or wells
you might have, what your theme is going to be, and so on.
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Make sure you figure out what you, as a person, want to get out of the occu-
pation of running a bar. Think about these questions:

+* How much time do I want to dedicate to work? Running a bar takes a
lot of time, just like managing any other business. The key difference
though is that the time tends to be during nontraditional work times. So
when the rest of the world is out having a good time, you're providing
the good time.

+* How much time do I need to spend with my family? If you like to spend
nights and weekends at home, this may not be the business for you. But
if you're open to finding other times to enjoy each other, you can make it
work.

+* How do I like to spend my free time? If you enjoy talking with people,
listening to music, and playing an occasional game of pool during your
free time, you’ll probably enjoy this work. But remember to draw a clear
line between your business and personal lives.

v Do 1 like having any free time? When you own your own business, you
don’t have lots of free time in the beginning. If you hire the right staff
members (see Chapter 10 for help) and train them right, you can work
your way into delegating some of your jobs.

Eventually, you must take certain steps to plan your business to make it a
success before you can open the doors and enjoy it. In fact, we recommend
you start planning as soon as you can so you can decide whether your plan is
a viable one.

® Create a timeline for getting your business up and running (Chapter 13).
Decide exactly what kind of bar you want to run (Chapter 4). Choose a name
that suits it (Chapter 6). Develop a detailed business plan and use it to find
and secure financing (Chapters 5 and 3, respectively). Find the best location
for your new bar and get the right licenses and permits as soon as you can
(Chapters 6 and 3, respectively).

Starting Fresh or Taking Over
an Existing Bar?

The decision to open a bar is a big one. Sometimes people are just sort of
considering the idea, and then — out of the blue — they fall in love with an
existing location, immediately imagining themselves behind the bar, spit shin-
ing glasses. Other people build their dream bar in their mind’s eye from the
ground up. They have very specific ideas about every physical detail of their
place. And naturally, they want to physically build it from the ground up, as
well. Depending on your schedule and budget, you can make either scenario
a success if you keep certain things in mind, which we explore in this section.
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Location, location, location

The bar business is a bit of a different animal. Location definitely matters as
it does in any business. But what defines a great location is in the mind of the
beholder.

Some people choose to buy or build a bar in an already booming area (and
choose to pay higher rent) to get a leg up on getting people in the door.
Others think it’s better to speculate a bit and get in on the ground floor of an
up-and-coming neighborhood, in the hopes that the area will be the next
“hot” thing. They save on rent, but usually spend more promoting their busi-
ness, and have to wait a while to see a return on their investment. The choice
is yours.

To help you figure out which way to go, and other specifics about finding the
right location for your bar, check out Chapter 6.

<P Many small neighborhood bars are not in what people would consider ideal
locations, but the people who patronize them love them and wouldn’t think
of going anywhere else. In most cases, these places have been around a long
time. If you're taking over a location like this, it’s important to figure out
what’s working already. People have sought this place out for a reason, so
you need to figure out what that reason is and don’t mess it up. Don’t just
come in and change everything; instead, meld your ideas with the existing
business to make it work for you.
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Don'’t alienate your built-in clientele unless you have to, and then make sure

you can replace them with another clientele, through marketing, advertising,

and other means.

Getting in with the right people

We're not talking about the Celebrity A-List crowd here. Instead, we mean the
barrage of people who can help you alter your space to fit your needs. Most
people starting a new business want to change a few things at their new loca-
tion. Maybe you need to add a wall to create a quiet area away from the
stage. Maybe you need to upgrade the bathrooms to comply with the
Americans With Disabilities Act regulations. Or maybe you need to install a
more comprehensive air-filtration system to keep cigarette smoke away from
your customers.

A contractor can save you lots of time and trouble. Don’t hesitate to ask
questions of a couple of different ones and check their references. Chapter 4
has tips on finding and hiring a contractor.
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Here’s a quick list of a few hired helpers to keep on speed dial, depending on
your concept:

v A good equipment-repair technician: Very important, especially if
you’ve purchased used equipment that always needs to be in working
order.

+ A plumber who works nights and weekends: Toilets back up even on
busy Saturday nights.

+* A handyman: Someone who has restaurant experience is a huge plus.
You never know when you’ll need someone to solder a table leg, replace
a window, or fix a crack in your sidewalk on the fly.

v An electrician: He can help you set up dimmers, hide wires and compo-
nents in places you didn’t know were available, and rig up lighting for
your stage.

Sometimes you get lucky, and someone on your existing staff has some of
these skills. Make use of them. The staffer feels good because you recognize
his or her talent, and you can save the cost of a service call.

Staying on Top of the Latest Bar Trends

To be successful in this or, really, in any business, you need to take care of
your business today, tomorrow, and years from now. One of the best ways to
do this is by staying up on trends in the bar and restaurant businesses.

By watching food and beverage trends across all food service outlets,
you can

v Find great additions to your food and drink menu. Watch what mixolo-
gists in larger markets are doing for inspiration to create a new cocktail,
for example.

v Consider new categories of food service. If you serve traditional pub
grub, maybe you want to try serving some small plates, or tapas, that
still match your core menu ideas. For more on tapas or other kinds of
food menu items, take a gander at Chapter 9.

v Meld your core concept with what’s hot in the industry. You can keep
your concept fresh while still keeping your core identity. Look for differ-
ent fruits that seem popular with patrons (currently guava and pome-
granate top the list) and incorporate them into your signature cocktail,
for example.

v Get ideas from promotions and marketing ideas that work in other
markets, and be the first to bring them to your town.
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Ultimately, you’re competing directly with all the other bars in your area.
You're also competing indirectly with local restaurant bars and even carryout
liquor stores nearby. So keeping an eye on what’s going on closer to home

is essential. You don’t want to copy them and adopt a me-too approach to
innovation, but you want to know what they’re up to. Check out Chapter 16
for details on how to keep up with and stay a step ahead of your local
competition.

Your liquor sales reps can be a great source of information for you in many
respects. They also call on restaurants, so they can help keep you in the
know about all the goings on around town.

Figuring Out Your Financial
and Legal Obligations

Owning a bar is an expensive and potentially risky proposition. As with any
new business, you budget your costs, forecast your sales, and hope the sales
exceed the expenses. But, to be successful, you have to do more than just
hope. You need to do your homework and get your detailed plan together
first.

Setting yourself up to succeed

You’ve probably heard “Failing to plan is planning to fail,” and it’s as true in
this business as it is in any other. Successful businesses don’t just happen;
people make them happen. Sure, some people do get lucky, but most can
only capitalize on that luck if they’re watching their business and actively
managing it.

Here are some tools that can help you keep an eye on your business, evaluate
your successes and failures, and reap the greatest financial rewards:

+* A business plan: Hands down, a business plan is the best tool for figur-
ing out how much money you need to get started, and why, when, and
how you're going to turn a profit. Check out Chapter 5 for the steps to
create your own. (It’s not that painful, we promise.)

1 Income statements: An income statement summarizes your expenses and
sales and gives you the bottom-line profit for the month (or the quarter,
year, and so on). Take a look at the sample in Chapter 5 to see what this
looks like. For more details on using it in your business on an ongoing
basis, turn to Chapter 15.



Chapter 1: Bar Business Basics

v Cash flow reports: A cash flow report tells you when money is coming in
and going out of your bar. It shows you exactly when, where, and how
you’re spending (and collecting) all that cold, hard cash. Take a look at
Chapter 15 for help on creating your own version of this exceedingly
helpful tool.

+ Inventory counts: Counting your inventory on a regular basis is crucial
to your success. You buy ingredients (like liquor, juice, or even French
fries), turn them into products (like cocktails and food items), and then
sell them to your patrons. Physically counting your inventory and com-
paring it to what you should have (based on your invoices and sales
numbers) tells you how much of your product is actually making it to the
tables and bar top in your bar. It helps you see how much you’re wasting,
or sadly, how much people are stealing from you. Check out Chapter 14
for tips on managing your inventory to maximize your profits.

Hiring other people to help
you steer the ship

Hire an accountant early in the process of setting up your business. She can
help you get your numbers together for your business plan, which is a must-
do if you're trying to get financing for your venture. Chapters 3 and 5 can give
you the details. After you're up and running, you will analyze your monthly
financial reports and look for ways to improve the numbers. A good accoun-
tant, preferably one with restaurant or bar experience, can help. Take a look
at Chapters 14 and 15 to know which numbers to watch and why.

An attorney can help smooth the start-up process by getting all your legal
paperwork in order quickly. He can help you review contracts with suppliers,
establish partnership agreements, file your permits, or maybe incorporate
your business. Depending on how you set up your business, you may need to
draft a partnership agreement or two. Watch for details in Chapter 3.

Insurance is a financial necessity for any business owner. You need protec-
tion in case a water pipe bursts, a fire breaks out, vandals break in, or worst-
case scenario, someone sues you. Make sure you get a good insurance agent
from the beginning. Chapter 4 can help you get the right one for you.
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Bringing In the Crowds and
Keeping Them Coming Back

Getting people in the door is important, and frankly, it’s not terribly difficult.
The hard part is making sure they have a great time, so great, in fact, that
they want to tell their friends and come back night after night, week after
week.

Here are some beginning steps to get you thinking about your long-term
plans for bringing in the crowds:

v Figure out what'’s truly special and unique about your bar. Write it all
down, even if you never show it to anyone else. Take a look at Chapter 4
for help.

+* Decide who your customers are. Are you interested in drawing a college
crowd or after-work yuppies? Do you want sports fans or music lovers?

v Figure out what kinds of things attract them. Maybe it’s free stuff (like
key chains and magnets with your bar’s name on them), or maybe it’s
live music or all football, all day. Check out Chapter 6 for more entertain-
ment options.

+* Look at ways to communicate that your bar matches your customers’
wants. Connect with your customers where they are. Maybe it’s in the
college newspaper or on a banner in the subway or on the back of a
ticket stub from the local baseball team. The possibilities are endless,
but you have to get creative to get noticed. See Chapter 16 for more
ideas.



