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         “It should come with a health warning that it should not be read at bedtime, since you wont sleep after it, as your mind will be buzzing with great ideas.” 
 Robert Bligh – Just Bean Espresso Bar
         
 
         “A really fun read, full of proven ideas and sensible advice to make money but also enjoy your business at the same time. A must for anyone wanting to start a coffee bar and many operators would benefit from a read as well.” 
 Steve Penk - UK National Co-Ordinator & Director of the Speciality Coffee Association of Europe
         
 
         “A quite brilliant new book on cafe operation… sometimes all of us are lucky enough to learn from those who have turned their mistakes into practical experience, such as in this exceptional new book from Ireland’s ‘Coffee Boys’, John Richardson and Hugh Gilmartin.” 
 Ian Boughton – Coffee House Magazine
         
 
         “Absolutely nobody should open a coffee shop without first reading this book. We have already incorporated it into our training program and manuals.” 
 Se Gorman – Entrepreneur and National Barista Champion 2006 and 2007
         
 
         
 
         
 
         
         
 
         
             

         
 
         
            
[image: ] 
               
            

         
 
         Please send for a free copy of the latest catalogue:
 
         How To Books 
 Spring Hill House, Spring Hill Road, Begbroke, 
 Oxford OX5 1RX, United Kingdom 
 email: info@howtobooks.co.uk 
 http://www.howtobooks.co.uk
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            This book is dedicated to Vilfredo Pareto. 
            
 
            
                

            
 
            Pareto’s key idea was that 80% of your profit is achieved by 20% of what you do. It is this concept that has inspired both of us to figure out exactly what that 20% is.

         
 
         
         

      

      

    


  

    

      
         
         
 
         
            Introduction
            

         
 
         This book is not intended to be an exhaustive manual or a textbook on running a coffee business. It is a, hopefully entertaining, wake-up call to the sometimes harsh realities of making money in the business of coffee.
 
         Whilst the tone may be light there is an underlying serious message. That running a coffee business, of any type, is ultimately about making profit. Passion and creating great products are very important but if you don’t focus on profit you’ll have no business to be passionate about. Every one of the 52 (+1) ways is directly focused at helping you make more money in your business.
 
         John Richardson and Hugh Gilmartin have between them nearly forty years experience in the hospitality industry. Forty years of managing, owning, supplying and consulting to a vast array of businesses. From single site espresso bars to Michelin starred restaurants and hotel chains there is almost no section of the market that they aren’t familiar with.
 
         In this book they bring together their favourite stories and wake-up calls from this experience. The experience of dealing with all kinds of customers and people related directly and indirectly to the business of coffee.
         
 
         The book is intended to be a “dip into” type of guide that you can refer to in a moment of spare time. We recognise that time is tight but if you read just one idea a week for the next year and apply just a few of them then you cannot fail to see an increase in your profits.
 
         Don’t forget to give us feedback and perhaps wake us up to a few new ideas and comment via email or The Coffeeboys blog. Tell us what works for you and what doesn’t and join our Coffee Club consisting of other like minded coffee people who realise that first and foremost it’s a business and then it’s your passion.
         
 
         Okay let’s go…
         

      

      

    


  

    

      
         
         
 
         
            1. It’s all about the money – the good news!

         
 
         The café business (in all its different forms) really is a great way to make money. It isn’t easy, but if you play the game properly and work hard you really can make a lot of money with a great lifestyle to go along with it. But there are some rules that you need to be aware of. Break these rules at your peril.
         
 
         So what are these rules? How should a perfect coffee shop work? What exactly should you be expecting from your business financially?
 
         Well, the figures vary for a number of reasons, but unless you are paying huge rent (more than 10% of your turnover) then ideally you don’t want your wage bill and food cost to be more than 65% of your total sales (after any VAT or sales tax). The goal should ideally be 60% as a total for these two combined. How this breaks down between them is entirely based on the model you operate. A coffee shop which makes all its own food from raw ingredients will be aiming for a food cost (total including drinks) of about 25% and a wage cost of about 35%. A coffee shop which buys in most of what it is selling should be aiming for about 35% food cost and 25% wage cost, since you need less staff to prepare the food and obviously won’t be able to buy as cheaply because you need to give the food producer some margin.
 
         This leaves you with 35 – 40% contribution to overhead. If your rent and rates are approximately 10% of your turnover then you are left with 25 – 30% for general running expenses and depreciation.
 
         So if it all hangs together, you should be able to put 15% to the bottom line – more if you are working hands on in the business yourself.
         
 
         This 15%-20% is your target and you must know the numbers for your business. That means you should be able to make about £30,000 on net turnover of about £200,000, but be aware that this should be more if you are working there yourself. Always work your figures out based on having paid yourself a reasonable salary – but only if you physically work there. Not if you are sitting at home eating cake or hacking your way round the golf course in an interesting pair of trousers.
 
         Rent, rates and general overheads are relatively fixed but you do need to make sure you have a tight rein on them. The big areas to watch weekly are your food cost and wage cost. We’ll say it again – make sure you know these weekly. If you can run a really tight ship then 20% is very achievable – more if you’re clever. Work out where you are and create a clear target and plan for where you want to be.
 
         And don’t forget…. 
Know your food cost and wage cost weekly.
         

      

      

    


  

    

      
         
         
 
         
            2. It’s all about the money – the bad news!

         
 
         Sounds obvious but it really, really isn’t. The number one issue that we deal with is clients who will not accept, either consciously or subconsciously, that they are running a business. Of course heaven forbid we would be lumping you into that category, but let us indulge ourselves for a minute. You simply have to grasp this concept. 
         
 
         
            Wake up to the reality of making money…
            
 
            “It’s a kind of spiritual snobbery that makes people think they can be happy without money.”
            
 
            Albert Camus

         
 
         Going bankrupt or out of business in any way is a horrible, humiliating thing. It is the kind of event that you really want to avoid. We both know from bitter personal experience. Time after time we still see it, year in and year out. Clients and friends who just won’t accept that running a food or coffee business is about money and not some wonderful lifestyle choice.
 
         Let us just put a few possibilities to you. A little list of horrible things that happen if you don’t keep the money thing right at the forefront of your mind. 
         
 
         
            [image: ] Creditors beating down your door and trying to find your home address.
            
 
            [image: ] Having to tell staff they no longer have jobs.
            
 
            [image: ] Having those same staff that you paid for years get cross with you because you messed up and they have no job.
            
 
            [image: ] Slimy, oily food reps, who you tolerated for years and used to schmooze you, becoming arrogant and rude, asking for money.
            
 
            [image: ] Pitying looks from friends and family.
            
 
            [image: ] Having to put up with those same friends and family telling you that you now must get a job and maybe “running a business just wasn’t right for you”.
            
 
            [image: ] Having cars repossessed.
            
 
            [image: ] Sitting in front of creditors at a meeting whilst they pick over every aspect of your business and decide whether to make you bankrupt or not.
            
 
            [image: ] Trying to get supply from those creditors in the future and feeling like a naughty school boy or girl who has “learnt their lesson”.
            
 
            [image: ] Not being able to answer your phone because it might be somebody looking for money.
            
 
            [image: ] Having holes in your shoes on wet days, having a car that breaks down.
            
 
            [image: ] Not going to social functions because you can’t afford to, and can’t stand the looks of pity from your friends.
            

         

      

      

    


  

    

      
         
         

         
            3. It’s all about the money – a little story

         
   
         Okay what’s the deal here? You promise “52 ways to make more money” and then you proceed to use up three of them preaching to me that it is all about the money? Well, yes – that’s exactly what we’re doing but look closely at the 52nd way and you’ll notice we’ve dropped an extra “tip” in for you. So remain calm and let us carry on. We can’t say this enough – it’s about the money. You need to get that and then get it again. It’s time for a true story
         

         
            Johnnie – true story
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            When I was young, naive and full of my own immortality, I had a very successful sandwich and coffee shop chain which was expanding at a ferocious rate. We were growing far too fast and although the business was basically profitable we had totally run out of cash. One of my business partners also acted as the accountant and unknown to me and my other partner had accrued huge debts in his own name.

            One day we arrived into work to discover he had gone personally bankrupt and there were several huge “holes” in our accounts. Since it was a partnership, our bank financing immediately stopped and the wonderful growing business very quickly turned into a horrible, scary nightmare. We immediately removed the bankrupt partner and ran around like headless chickens pulling in cash from whatever source we could. Desperate to find a way to prop up the business and pay our suppliers while we tried to refinance.
            

            A large customer put us in touch with a gentleman in his seventies who had previously helped him in a similar situation. This character was worth well in excess of £40 million and certainly had the financial wherewithal to rescue us. He arrived at the door in his huge Mercedes S500 but didn’t cut much of a physical presence himself. He was small, wore a cheap brown suit and chain smoked the entire time he was with us.

            “Okay boys – let’s see where we are. How much money did you make last week?”

            “Well”, I spluttered, “we don’t know that. We haven’t even got our accounts for last year yet. How can we work out our profit for a week? There are four shops and a factory!”

            “What do you mean you can’t work out your profit for a week?” he asked with curious look on his face. “I have a big café over in Bangor and this is what I do …”

            He took out an old brown envelope from his pocket and with the cigarette hanging from his mouth started writing at the top of the page with a chewed Bic biro. “At the start of the week I count all the stock in the shop. Everything. Every single thing. Every tea bag, every sugar cube and every single item of food. And then do you know what I do?”
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