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Executive Summary

Our Strategic Management class at The California Maritime Academy was delegated a unique assignment; the class would divide into five groups and be assigned one H&R Block location to develop a strategic plan to fulfill several corporate objectives.  H&R Block has been successful in most areas, but has recorded declining margins during the past few years.  Declining margins can negatively affect the company’s growth plans.  H&R Block needs to expand into new markets to continue its positive growth.  Our plan will help bring H&R Block into new markets and produce long-term customers for long-term profits.  
Our plan integrates existing H&R Block programs and provides grass root marketing for local offices.  Two current H&R Block programs are the Laptop Program and the Community Outreach Program.  We propose to combine the capabilities of these programs to create a new service where H&R Block offers tax preparation services to a local high school in the Walnut Creek area.  Creating this desired program will make the tax process easy and convenient for high school students and teachers, while building and retaining long lasting customer relationships as well as business relationships with schools.  
.   

History of H&R Block

H&R Block is the world’s largest tax preparation business, having served over 400 million clients since 1955. H&R Block is a growing company, and since it was formed, the firm has been evolving and looking for new ways to better serve their clients. 
In the early 1940s, a man by the name of Henry Bloch was attending classes at Harvard Business School when he stumbled upon some notes in the Harvard Library that demonstrated the challenges facing America’s small businesses. The message that Mr. Bloch received from the illustration sparked a desire for him to help small companies succeed. He imagined a company that could provide comprehensive services, including collection and management, accounting, temporary workers, and tax management for small businesses. 

            With $5000 borrowed from a family member, Henry and his older brother proposed to make his dream a reality. In 1946, the two brothers opened United Business Company, which provided bookkeeping services from a rented storeroom office in Kansas City. Initially, the new business struggled, but Henry was determined to fulfill his ambition and make the company work. Once he landed a bookkeeping assignment for a small hamburger stand business took off. The business experienced even more success when a client suggested that the company advertise tax preparation services in The Kansas City Star. People from all over the city began coming to the Bloch brothers to have their tax returns done. As their business expanded they focused on superior customer service, a commitment to stand behind their associates work, and a promise to always charge a fair price for the value provided, which are the same principles H&R Block employees pursue today. 
Internal and External Audit of H&R Block 
Leveraging a wide portfolio of services, H&R Block has been effectively building its offerings, which gives the company a competitive advantage in a highly competitive market place.  H&R Block is a diversified company that has a broad product portfolio including: services for tax filing, financial advice, investment and mortgage, as well as business consulting.  The company also offers investment services, security products, income tax return services, and electronic filing services.  Leveraging their broad range of services, H&R Block has been effectively building its offerings, which has given them competitive advantages in a highly competitive market place.  There are 12,784 offices in the United States and an additional 1,430 worldwide, which has led to large scale operations that enable the company to realize economies of scale and build a strong brand image.  The company has also experienced strong revenue growth during the past few years, which reflects the company’s growing market share. 


Although the company has been successful in most areas, they do possess some weaknesses. The company has recorded declining margins during the past few years.  The company’s operating profit and net profit margins have decreased, which reflects an inefficient cost structure.  Declining margins can negatively affect the company’s growth plans.  The cash flow from operations has also declined, which indicates inefficient management of its operational activities and can affect H&R Block’s expansion plans in the long run. 


An increasing demand for compliance solutions has led to great opportunities for this organization. Fuelled by large market expansions by banks and credit unions and increasing compliance requirements by financial institutions under various regulations, demand for financial services in Europe and the United States have increased. With a strong offering in this market, H&R Block should see significant growth. The demand for investment products in the United States is likely to increase over the next couple of decades due to the investment needs of the baby boomer generation. About 82 million people were born between 1946 and 1964 and as a result, these people will want to move their money from institutional retirement products to retail accounts. The company looks well placed to benefit from this emerging trend. Finally, Asia’s economic growth and increasing awareness of insurance and wealth-creation products presents a significant opportunity for the company. The company has an established presence in the two high growth markets in this region, India and China. These countries are high potential growth markets and could enable H&R Block to generate incremental revenues worldwide.


There is an emerging need for financial services worldwide, other companies have begun to focus on expanding their services, which poses a threat to H&R Block. The tax return preparation and electronic filing businesses are highly competitive because there are a number of accounting firms offering similar services. Intuit is the dominant supplier of tax preparation software and is also the company’s primary competitor in the online tax preparation market. There are many smaller competitors in the online market as well. Consolidation within the industry has also created a threat because a number of large commercial banks and insurance companies have merged with other financial institutions to diversify their offerings. Increasing competitive pressures could force the company to reduce its service price, which could adversely affect it revenues and margins. Also hurting the company is the United States homebuilding market slowdown. This industry generated total revenues of $612 billion for the company in 2006, but deceleration in the market could affect the company’s mortgage business. 
Research
Environmental Analysis


Walnut Creek is an upscale suburb in the San Francisco Bay Area.  The population is primarily white with small percentages of Asians and Hispanics.  Walnut Creek encompasses three different zip codes, of which, we completed an environmental analysis of the 94596 zip code.  The average age for this population is 38.3 and there is about an even divide between married couples and singles.  A majority of the jobs held by residents in Walnut Creek are in the Education or Professional industries and about 1/3 of the households have an income level between $75,000- $149,999.  
In Walnut Creek, there is one main school district, Acalanes Union High School District.  This school district is comprised of four public high schools and two alternative high schools.  The high schools and their locations are as follows:
	Public High Schools

	Acalanes High School

1200 Pleasant Hill Road

Lafayette, Ca 94549
	Las Lomas High School

1460 South Main Street

Walnut Creek, Ca 94596

	Campolindo High School

300 Moraga Road

Moraga, Ca 94556
	Miramonte High School
750 Moraga Way

Orinda, Ca 94563

	Alternative High Schools

	Acalanes Center for Independent Study
Del Valle Campus

1963 Tice Valley Blvd.

Walnut Creek, Ca 94595
	Del Oro High School
Del Valle Campus

1963 Tice Valley Blvd.

Walnut Creek, Ca 94595


Our group decided to select Las Lomas High School as the entry point for our strategic management model because it is the closest high school to the Walnut Creek H&R Block location and should be the most convenient to work at in the beginning stages of the Schoolhouse Program.
Competitive Analysis
H&R Block has several competitors in the Walnut Creek area.  These companies include: Strategic Business Solutions, Reed Business Solutions, The Accounting Experts, and Abacus Business and Tax Service.  Besides being small businesses, one aspect that these companies share is that is they offer more than just tax return services.  They offer services such as bookkeeping, sales tax preparation, business property returns, financial statements, QuickBooks training and support, trust tax planning, and other tax services. Compare this to H&R Block, who only offers tax return services, banking options, and small business consulting.
All of these competitors are smaller businesses that can compete with the larger H&R Block because they have so much more to offer to their clients.  Another reason why smaller businesses are competitors for H&R Block is that the smaller businesses tend to be more personal.  Most people, when they choose to have a tax preparer prepare their tax return, go back to the same person every year because they feel comfortable with that person and that person knows their situation; whereas, at H&R Block, the clients may feel like they are just another face in the crowd or another check in the bank.
The Schoolhouse Program

H&R Block has been trying to implement a new service called the Schoolhouse Program.  This program would benefit high school students, teachers and parents of students in grades 
K-12.  This program would allow:

· Students K-12 to get their tax services prepared by H&R Block for free

· Teachers and staff at schools will be offered a flat $169 rate for tax preparation services, and

· Parents of students will receive 10% off of tax preparation services.  
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          Their goal is to implement this program nationwide, depending on the success of the program.  Our group sees great potential in this business strategy, but also acknowledges its weaknesses.  Since this program has never been tested before, we feel that if the approach is too complex, the stability of the program may not sustain. After researching our branch location and talking with Dorothy Lirio-Casa and Vincent Largo, our plan is to integrate existing H&R Block programs with new ideas and tailor them to focus primarily on teachers and students provide the community with a unique solution to their tax preparation needs.  Further expansion is possible and will be examined later. 
Proposed Strategy

Full time teachers and high schools students spend a bulk of their time at school and doing work.  For students, high school is usually the time they are introduced to the world of taxes, which can be a complicated and often intimidating task to face alone.  For teachers, tax preparation can consume a hefty portion of their free time, which could be better spent participating in extracurricular activities.  By identifying the needs of students and teachers our team has come up with a solution to benefit everyone’s needs.
H&R Block is willing to offer free tax preparation services to high school students as well as a fixed $169 tax preparation rate for teachers.  Our team has created our own set of goals for the proposed strategy.  These goals are as follows:
· To create a program that will make the tax process easy and convenient for high school students and teachers. 

· To maintain professionalism while offering a friendly environment for those participating in the in-house services.
· To build and retain long lasting customer relationships as well as business relationships with schools. 

· To fulfill the corporate objective of growing the people and growing the business.   
In order to fulfill these goals we have put together a simple, yet effective, program to benefit high school students and teachers. It would expand current and tailor other H&R Block programs, create one program that pushes business into new markets. H&R Block already has a program called the Laptop Program which brings tax services outside of the office. The abilities of this program could be used to expand and bring tax services to high schools for both students and teachers. The community outreach services can also be used to expand to schools. The ability to have tax professionals travel to outside locations and teach the community about tax services as well as how to prepare taxes can easily be used by having H&R Block representatives travel to schools and holding “tax talks.” 
By combining the Laptop Program and the Community Outreach Program, we will create a new approach to how customers are served. Not only will H&R Block be bringing their knowledge and marketing abilities to schools, but also the ability to prepare taxes while on location. Convenience for the targeted markets is one of the main focuses for our plan. Teachers and students are both extremely busy and need a simple solution to their tax preparations. By providing services that travel to schools we are making the process of getting taxes done much less stressful and more appealing for the customer.
Students
Plan: Offer students free tax preparation services at their school

Execution: 
· H&R Block representatives will go to the different schools and give a presentation on taxes  

· They will walk the kids through what they need to bring to get their taxes done 

· H&R Block will provide the school with an easy-to-follow handout describing what they need to bring (Appendix A)
· A week later H&R Block Representatives come back to the school and set up two booths at the school (in the gym or in an empty classroom) 

· Students will have the opportunity to make appointments throughout the week to get their taxes done 

· This process will happen 2-3 times for a couple of hours each session 

Teachers
Plan: “Drop-off” station at schools during sessions.
Execution: 

· A form will be available for teachers to fill out with all appropriate information needed to mostly complete a tax return (Appendix B)
· When the H&R Block representatives come to the High Schools, teachers drop off their paperwork with the H&R Block employees

· At the next session the preparer will bring the return to have the teacher sign and answer or ask any last questions.

The Competitive Analysis shows that in order to dominate this sector, H&R Block will need to come up with an idea that builds personal relationships and offers customers something they have never seen before.  As proven by the environmental analysis, this program will benefit families within the Walnut Creek community.  If you look at the graph below, roughly 1/6 of the population in Walnut Creek is employed in the education industry; therefore, this proposed strategy will directly affect the community at large.  It would be most beneficial for the company to implement a program that targeted high school students and teachers first, then integrate parent discounts into the program in later years depending on the success of the program. 
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Cost Benefit Analysis 
In order to properly analyze the costs and benefits to H&R Block we have prepared a cost benefit analysis.
Costs

· Employee wages 

· Working at the events 

· Covering the store’s needs
· Leg work leading up to events

· Time in between dates to complete teacher’s taxes
· Purchase Equipment

· 2 Laptops 

· 2 Software Kits 

· Transportation Costs

· Gas

· Mileage

· Liability/Insurance

· Advertising/Marketing Materials
· Student handouts

· Teacher packets 
· Additional materials
Benefits
· Grass roots, local marketing to build awareness

· Teaches students and teachers about taxes

· Create “first impression” 

· Could lead to future use of H&R Block software or use online services

· Long term investment

· Building long-term customers relationships
· Unique opportunities for clients

· Makes tax preparation easy and convenient for customers

· Giving back to the community
· Involvement builds community support
· Similar outreach events prove that 10-18% of community outreach participants become clients 

· Provides “small town feel” that large companies lack
After talking with H&R Block representatives it was apparent that fiscal cost does not rate high in importance when it comes to building relationships with the surrounding community.  The idea and purpose of these types of community outreach events is for long run profitability of the company.  If you look at the analysis above, all of the costs are financial based; therefore, all of the benefits generated out rank all of the costs generated. The company’s image and reputation will also greatly benefit from the Schoolhouse Program.
Future Expansion Plans
1 Year:

After the first year of implementation of our version of the Schoolhouse Program, we will begin to expand the plan depending on the success seen at Los Lomas High School. First, it will be expanded to other schools in the district. Staying with the same community and the H&R Block branch will test the effectiveness of the program as a long-term investment. The plan itself would not only build grass-roots marketing in local communities, but also to build a long-term profit segment from the customers gained in schools.

3 to 4 Years:

In 3 to 4 years we should be able to see results from the implementation of our plan in the Walnut Creek area. Depending on the results, it will be assessed if the overall plan is worth expanding to other branches. If it is determined that the benefits of the plan outweigh the costs, then it will be clear that it should be expanded to other communities.

Another expansion that will happen at this time is the expansion of services to the parents of children in schools. Parents are usually quite skeptical about programs being offered to their children in schools and we would not want to appear too aggressive. After 3 to 4 years the program will have made a solid foundation in the school district and community. It will be at this time when the opportunity to expand to parents will arise. Offers of a discounted tax service rate to parents of children in school will be added to the program. By expanding to parents, we begin to venture into yet another segment of the local market.
Conclusion
H&R Block has many existing programs that focus on grass root marketing.  By combining the Community outreach and Laptop programs, it can create a business venture that will not only expand the business, but give back to the community as well.  If H&R Block implements this proposed strategy they will see positive client and profit growth in the long run.  In the short-term, losses will be seen, but the quick return on investment can be evaluated by an increase in local marketing and corporate image in the local community.
Expanding operations to high school students and teachers is a smart decision for marketing, as well as for a long-term investment. By starting in only one high school, H&R Block will be able to assess the results before they choose whether to implement the new services nationwide. The risk is low, and the possibility of profits and increased community awareness is great; the risk is far worth the reward.  This strategy will result in the most success for H&R Block; by implementing this program gradually, the company will focus first on getting the program known, then adding additional benefits to keep customers coming back. 
Appendix A

 Student Flyer
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Appendix B 

Sample Teacher Flyer (Front)


Appendix B 

Sample Teacher Flyer (Back)
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