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1.
INTRODUCTION

This document sets out a proposal for a feasibility study into the launch of a new Internet business for Vertical Axis.

It is done so at the request of Mr Geoff Rowlands and Mr Julian Rowlands who have kindly submitted their project to the Manchester Metropolitan University for final year part-time students on the BA (Hons) Business Studies course.

A meeting took place between Geoff and Julian Rowlands and Sarah Talbot, Jane Holland, Norman Porrett and Peter Irlem on 13th October 1999 at the premises of Touchwood, Macclesfield.  During this meeting a document was presented by Mr Geoff Rowlands which outlined a proposed Business Plan for the new Internet business.  This document which is shown in Appendix I, was used as a focus for the meeting and the various items were discussed.  During our discussions it was agreed that a feasibility study should first be undertaken, to see if the new business is actually viable, and if so, work could then commence on a Business Plan if time permits.

This proposal represents our understanding of the work to be undertaken, and is subject to approval by our client.

We would like to take this opportunity to thank Geoff and Julian Rowlands for the opportunity to undertake this project, and we look forward to working with you during the coming weeks.

2.
Background & PROJECT OBJECTIVES

This project has been commissioned by Mr Geoff Rowlands, current owner of Touchwood furniture business in Macclesfield, and his son Mr Julian Rowlands.  The existing furniture business Touchwood, has been sold and the premises will be vacated in January 2000.

Mr Rowlands’ son Julian, also has a shop premises in Macclesfield retailing skateboards, aggressive skates, accessories and associated clothing, and it is Geoff Rowlands’ aim to assist his son in exploiting the Internet as a means to retail these products and services.  This new business will be a totally separate venture and will run independently to the existing business with no connection whatsoever.

The reason for not connecting the new Internet business with the existing retail outlet is one of supplies.  The market is currently supplied by a handful of distributors within the UK.  Julian would like to purchase goods for the Internet business either directly from the manufacturers, or from other distributors who can offer more competitive prices.  In essence, a cartel exists within the UK distribution system and Julian does not want to put supplies to his retail business at risk by purchasing outside of this network.

Our client is looking for early completion of this project, as it is his goal to start-up the new Internet business in February 2000

3.
METHODOLOGY

This section outlines the content of the feasibility study based upon the document presented by our client and shown in Appendix I.

3.1 Market Research

We feel it is necessary to undertake initial market research into the skateboard and aggressive skate market both on the Internet and on the highstreet, to determine whether the sector is growing, static or in decline.  

It is important to study recent trends and evaluate whether it is a good time to set-up a new business in this industry at present.

This is perhaps the most urgent of tasks and our findings will be reported back to the client and the earliest opportunity.

3.2
Start Date

It is necessary to ascertain why the start date has been set for February 2000. Can we assume that this relates to the date coinciding with the close of the Touchwood business in January 2000.  If this is the case, is it a good enough reason to start the new business in February 2000?  We feel it is necessary to obtain further information into the success rates of new businesses, and establish any trends in start-up timings.

We have already established with the client that sales can be seasonal, with the months before Christmas being the highest turnover months.  This would indicate that the months immediately following Christmas would be slack.  Is the client therefore willing to operate at a loss from February until sales pick-up towards the summer?

These are some of the questions that need to be addressed before we can establish whether or not it is practical to start-up the new business in February 2000.

3.3
Customer Profile

Our client has advised that their products are aimed at 8-16 year olds.  We feel it is necessary to highlight to our client the customer profile of their target market, for example, the actual purchase of the goods may take-place by a parent or guardian as they have the means to make purchases over the Internet with debit/credit cards.

Our client must consider the important factors to their target market i.e. product, design/trends etc. but also the equally important factors to the purchaser i.e. price, quality, customer service etc.  Also, we already have established that the average age of Internet users is 33, and that of all Internet usage, only 14% is shopping related.  We need to consider whether the target audience will be reached through this medium. 

We therefore propose to undertake a study into the customer profile of the client’s target market, and report back upon our findings with recommendations.

3.4

Pricing Structure and Objectives

The client has stated that they wish to set prices at the lowest possible level, to undercut other suppliers on the Internet and also on the highstreet.  This will in-turn lead to a greater market share.

We need to objectively look at whether this strategy is a viable one long-term, or whether it would only survive for a short time as other suppliers eventually undercut the market.  We need to consider all the implications of such a pricing policy including competitor pricing policies, how revenue and profit targets will be reached with such low margins, turnover levels required etc.

A study will be undertaken with input from the client to determine whether their pricing policy is a viable one for an Internet-based business.

3.5

Web Page Design

Our client has stated that they will commission the design and production of the web site, with an organisation already known to them.  We will not be required to have an input into this.

However Julian Rowlands has been researching existing web sites in this market and has produced a ‘Competitors Sheet’.  He aims to ‘hit’ 300 sites noting details such as size of site, ease of use, colour, layout etc.

We would be happy to offer any assistance to our client in analysing the data once it has been gathered.

3.6
Role of Internet Server Provider

The role of the Internet Server Provider (ISP) is crucial to our client’s new business.  It will determine how users find the site, the speed of connection and what statistics can be fed back to our client in terms of number of hits, where from, what times etc.

We will analyse 6-8 well known ISP’s in terms of price, ease of use, web space included, connection, bandwidths to internet backbone, etc.  We will also include a comparison between free ISP’s and those for which a charge is made.

We will report back our findings to the client, and make recommendations as to which would be the most suitable ISP for the business.

3.7
Communication to Server

We will investigate what options are available to our client for their connection to the chosen ISP.  It will include options such as:

· Analogue line + modem

· ISDN + terminal adapter

· Benefits of leased ISDN lines.

As our client should only be dealing with e-mail messages, we will consider the alternative technical set-ups that could be installed, and report on which we feel is most appropriate.

3.8

E-Mail

We will undertake an analysis of the most common e-mail software packages such as Microsoft Outlook, Pegasus Mail, CC Mail etc, and consider the costs and functions of each.

The e-mail address needs to be recognisable/memorable and will be dependent upon the URL of the web site address.

There may be some overlap of this area into web page design, as the format of the e-mail our client receives will be dependent upon how the web site “order page” is constructed.  This will be taken into consideration.

3.9

Search Engines

We will undertake an analysis of the different search engines on the Internet, e.g. Lycos, Yahoo, Altavista, etc.  We will report back on how many there are, what their individual functions are, how they differ etc.  

We talked at some length with our client, to determine whether it is possible to ensure their web site appears near the top of the list, when a prospective customer has undertaken a search.  This is an area that needs input from a technical expert but we are happy to research this further if required.

It is worth commenting at this point that no matter how powerful a search engine, ultimately their effectiveness depends upon the users understanding of the Internet and how the various search engines work.  We will take this into account during our research.

3.10
Capital Equipment

We will provide our client with a recommendation for the capital purchase of their computer, modem, printer etc.  We will look at 3 options:

· Basic level – what are the basic models they can purchase to start the business, and what do they cost?

· Mid level – as above but providing enough capacity to run the business for up to 3 years.

· Advanced level – what options would be available to the client, providing for growth over the next 5 years?

We will detail the costs and specification of equipment for each of the 3 scenarios outlined above.

3.11
Source of Products

This is an area which we feel the client is best able to progress.  We have already mentioned that the client would like to purchase goods either directly from the manufacturers or through non-UK distributors for reasons of price

Once the sourcing route has been established by our client, we are happy to look at the implications of the chosen route.

3.12
Marketing Approach

Our client stated that they feel the marketing approach should be through a “club” environment i.e. regular newsletters, freebies, competitions, two-way bulletin boards etc.  The aim is to achieve customer loyalty so that individuals are making multiple purchases rather than one-off’s.

We will devise a marketing strategy and plan for the client based upon these basic principles.

3.13
Quality Control System

The quality control system that can be implemented will depend upon the initial source of the goods.  For example, if goods are shipped directly from the manufacturer to the customer, how can our client check the quality of goods?  If returns are to be made, where will they be returned to?  How much responsibility will the client take?

Once the client has established from which source goods are to be purchased, we will advise on what quality control systems could be implemented to ensure good quality and service to the customer.

3.14
Management Control System

Again, the possible management control systems that could be introduced will depend upon how the goods are purchased in the first instance.  Our client would like to be able to track the status of orders, payments, returns etc at the “touch of a button”, but feels that investment in such a system during the start-up phase of the business may be a bit premature.  A manual system could be used initially, with a computerised one being installed at a later date if the business is successful.

We will make recommendations on how the management control system could be designed and set-up once we have further information from the client on the sourcing of products. 

3.15
Movement of Money

We will undertake research into the companies who facilitate financial transactions on the Internet such as Netinvest, Worldpay etc.

We need to understand how these transactions will be processed, who are the intermediaries, what are the charges, how long does it take etc.

Findings will be reported back to our client with recommendations on the most suitable service for the new business. 

4.
PERSONNEL & project Schedule

We have allocated the tasks detailed in the methodology as outlined in the table below:

Project Task
Responsibility

3.1
Market Research
Norman Porrett

3.2
Start Date
Jane Holland

3.3
Customer Profile
Norman Porrett

3.4
Pricing Structure and Objectives
Mary Kasegbama

3.5
Web Page Design
Client

3.6
Role of Internet Server Provider
Jane Holland

3.7
Communication to Server
Sarah Talbot

3.8
E-mail
Peter Irlem

3.9
Search Engines
Paul Wright

3.10
Capital Equipment
Paul Wright

3.11
Source of Products
Client

3.12
Marketing Approach
Sarah Talbot

3.13
Quality Control System
Peter Irlem

3.14
Management Control System
Peter Irlem

3.15
Movement of Money
Mary Kasegbama

This has been based upon our own personal strengths and areas of interest.  We envisage some degree of overlap between the tasks and therefore communication between the group members will be a priority.  Communication with the client it also equally important and it will be each group member’s responsibility to liaise directly with the client when undertaking their tasks.

The Project Plan and Schedule is outlined in Appendix II.  For the purpose of the schedule we have split the methodology into three, rather broad sections:

· Marketing

· Technical

· Financial

It will be necessary to carry out the market elements initially to ascertain whether the market exists for the products and services being offered.

Secondly, the technical details need to be researched to enable the Client to make informed choices.

Finally, the financial aspects of these choices need to be taken into consideration.

5.
DIFFICULTIES AND PROPOSED SOLUTIONS

We do not foresee any technical difficulties in undertaking this project, such as availability of information.  However, if any are uncovered we will bring these to the client’s attention immediately.

However, we have been set a tight timescale for completion of this project.  It is our intention to complete all research and provide the client with our final report and recommendations by the 31st January 2000.  This leaves a period of 11 weeks from time of writing to undertake the tasks.

We ask that our client is thoughtful of our commitments during this time, such as the absence of some group members over the festive season due to pre-arranged holidays and family commitments, and the fact that we will need to prepare for our examinations which will be held during week commencing 8th January 2000.

It is our every intention to complete the work to date, and if we foresee any changes to this we will inform our client at the earliest opportunity to discuss the possible options.

APPENDIX I

PROJECT OUTLINE AS PRESENTED
BY CLIENT

APPENDIX II

PROJECT SCHEDULE

D:\MY DOCUMENTS\MMU\BAS\FINISHED DOCUMENTS\PROPOSAL.DOC

