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1.
INTRODUCTION

This report reflects the academic content of the Business Consultancy Report for our client, Skate UK.

It is structured in the same format as the Client Report, with the addition of a final section on Group Dynamics.

It has been compiled by Jane Holland, Peter Irlam, Norman Porrett, Sarah Talbot and Paul Wright.

The brief given to us by Manchester Metropolitan University was to provide a Business Plan for a new business venture on the Internet.  However, following our start-up meeting with the client, it was agreed that a feasibility study was more appropriate initially, followed later by an Executive Summary which was to act as a preliminary business plan.

We held a number of meetings with our client, and contact was maintained by telephone.  Details of these meetings and telephone conversations are included in Appendix IV of this report.

Our client requested that the feasibility study was to be completed as soon as possible, as he intended to commence trading in early February 2000.  We met this request and submitted a draft report to him on 7th February 2000.  A meeting was originally intended to discuss the draft report.  However, our client said he was very pleased with the work we had produced, and would like us to provide an Executive Summary which could act as a preliminary business plan for submission to his bank.

A meeting with the client is intended to Finalise the project and provide him with any further information he may require, but as yet a date has not been given to us.

2.
Market Research

With the task of investigating the potential market for on-line sale of skates and skatewear, the first place I chose to look for information was the commercial library in Manchester Central Library. Here I hoped to find the most recent facts and figures relating to the whole area of Internet usage and e-commerce growth. Given that this is a relatively new area for retail, and no established company trading figures are available, there seemed little hope of finding any realistic comparisons to base projections of future growth on. Instead of looking at the market for skate related products in isolation it seemed prudent to examine the market for sporting goods, equipment and clothing, in general. This would enable me to see where the growth areas are in this area of retail and where the products of Skate U.K. sit relative to others in this field. 

While it was helpful to understand the emerging trends in e-commerce, perhaps the best place to look for information was on the web itself . Accessing the Internet as a potential customer would, in an attempt to both locate sites of interest and research products before purchase, allowed me to see that of all the sites found only one traded on-line. This Company was Mayfair Skates. The others were more advertising orientated with the option to use more conventional mail order to purchase products. In some cases the web-site was simply a means of making the potential consumer aware of the existence of a shop location. This raised the question of why the other sites had not committed themselves to on-line stores like Mayfair Skates . Why would these companies wish to use a new medium like the Internet simply for promotion and resist using it to its full potential, given the projections for rapid growth espoused by both marketing reports and the Business press.

The need to reach the consumer first hand prompted the creation of a questionnaire. This could be given out either through the existing shop run by Julian, or later, as the Skate UK site came on-line, as a competition return form to elicit both e-mail addresses and Marketing Information. This information would help understand what consumers thought of e-commerce, where they bought products normally, and how Skate UK could best tailor its web-site and product offering for greatest effect. Bearing in mind the restrictions on the use of direct research involving children, care must be taken to obtain the consent and understanding of parents or guardians. They must be the first recipient of any direct questionnaire, or a precondition to obtain permission from the payer of the phone bill needs to be agreed to by the on-line party, before a response is generated to the web-site survey. 

On reflection it might have been more informative to distribute the questionnaire first through the shop, although this may have only gained limited response and could have aroused suspicions as to why the shop ‘the Edge’ was suddenly so curious about on-line habits of its customers. Also once again the legal restrictions of Market Research need to be observed  where children are involved. What we must also bear in mind is that this entire project was to create a business totally separate from the existing shop, so as not to jeopardise the relationship between Julian and his existing suppliers. The powerful position held by the suppliers was an important factor in the decision to set up the new business on-line.

2.1
Michael Porters ‘Five Forces Model’ 

How does/will this business sit relative to the market it inhabits?

1. Threat of entry - If Skate UK can set-up a business relatively easily then what barriers are there to prevent others doing the same? How can Skate UK both secure new customers and greater share of the market for ‘urban sportswear’, and defend itself from competition?

2. The Power of Buyers and Suppliers - As an intermediary between suppliers of skatewear etc and the users of such, what is to prevent the U.S. supplier trading direct with the Skate UK customer after their first purchase. This could be done without informing Skate UK, it would appear that the customer had simply stopped purchasing from them.  The original intention by Mr Rowlands and Julian not to hold any stock may therefore need to be re-assessed.

3. Competitive Rivalry - This will be the existing shops and suppliers who become aware of Skate UK as the customers do, and will attempt to match the pricing strategies in the short term to defend their own share of the market.  This is why it is imperative for Skate UK. to build up a loyal customer base quickly before their original low cost advantage strategy is undermined.

4. Competition and Collaboration - Relationships with the U.S. supplier will help sustain Skate UK’s business if they can negotiate good deals on equipment and fast access to new products. This will help them establish a strong image with their customer and allow them a form of competitive advantage as their low cost differential is eroded.

5. The Threat of Substitution - This would involve not only other similar product lines, but also new emerging ‘boom sports’. Inline and aggressive skate products could be replaced in popularity, in the same way as snowboards have become popular over conventional ski’s, amongst the young and active winter sports enthusiasts.  Skate UK will need to keep abreast of the changing trends and adapt their product offerings to suit the market.

2.2
PEST Analysis

In what way is/will it be affected by the external environment?

· Political/legal - legislation coming into force to regulate e-commerce could restrict trading on-line with red tape and make it more complicated, more costly to run and ultimately less profitable.

· Economic - Levels of disposable income and the demands placed upon it. The costs involved in running this business until it is in profit, are they sustainable.

· Socio-cultural Factors - Changing tastes in recreation and sporting pursuits. The growing interest in  football amongst both sexes is not reflected in all sports areas. As mentioned, skates and snowboards etc are ‘boom sports’ and may have short product lifecycles.  Awareness of customers and communication with them is essential to stay contemporary and competitive.

· Technological - A rapidly changing area that actually stands to benefit this type of business. The availability of cheaper computers and faster access to the internet, along with more secure banking facilities all help to support the rapid growth of this new retail medium. The advances in mobile phone technology brings together two of the prime ingredients for a successful e-commerce venture of this type, young people conversant and comfortable with new media and widespread access to the internet.  

2.3
SWOT Analysis

The positive and negative aspects of choosing to trade on-line.

· Strengths - Knowledge of products through Julian’s shop and his present contacts.  Mr Rowlands experience running a more conventional and successful business.  Both Julian and Jeff (Mr Rowlands) are presently updating their skills in a computer course. 

· Weaknesses - Neither has experience of direct marketing to draw upon, so this will be a steep learning curve for both. The market for Skatewear etc is fairly established amongst conventional retail outlets. This new venture will almost certainly attract the attention of the competition and the anonymity of the business will not last long.

· Opportunities - The chance to be part of a rapidly growing area of commerce where there are lower start-up costs than conventional businesses.  The targeted customer segments will be IT literate and familiar with the channels being used to reach them. 

· Threats - The retaliation from existing sales outlets for skatewear in the form of aggressive short term price cuts and pressurising suppliers to sever ties with the Macclesfield shop. Also the possibility of suppliers in the US. contacting Skate UK customers direct to shorten the value chain and improve their own margins. One major threat could be that the business does not grow quickly enough or to sufficient size to stay afloat, while the existing shop may have been closed down due to external pressure from the present suppliers and competition.

A lot of the outcomes theorised will depend on the capital available to support the business until such time as it is self sufficient. 

They may need to establish a time scale, to judge the relative success of the business, and when, or if it becomes necessary to invest more cash or fold operations. Realistic cashflow projections and turnover figures, possibly drawn from the existing business of ‘the Edge’, could be used to help determine this alongside actual sales information. 

3. iNTERNET SERVICE PROVIDER

3.1
Source of Information

Information relating to Internet Service Providers was obtained from a number of sources; Internet Service Provider Review, Net Basics and Internet Magazine, in order to provide a wide base of information to study.

3.2
Quantitative Data

In order to provide a comparison, seven out of the ‘Top 10’ Internet Service Providers (as denoted by Internet Service Provider Review) were researched in detail.  The reason for this selection relates to the Client’s expectation of a review of between six and eight well known Internet Service Providers.  The Internet Service Providers were chosen based upon ease of operation and  attainability of information

3.3
Comparative Analysis

In order to ascertain the most viable Internet Service Provider for the Client’s business, a comparison chart was provided within the Client Report in order to allow cross-examination of the various costs and services of the Internet Service Providers researched. 

3.4
Reputation
Internet magazines and websites were studied in order to discover the history and reputation of the Internet Service Providers and whether any special awards or news items had been attributed, for example in a recent survey of UK Internet Service Providers conducted by Practical Internet Magazine, ClaraNET received a special award, being named the top UK Internet Service Provider in terms of quality of service in all areas (Autumn 1999).

Ideally the aim would be to provide a greater level of primary research in order to gain a better understanding and first-hand knowledge.  The majority of information relating to the Internet Service Providers was gathered by secondary research due to resource restrictions.

It is recommended that the Client closely follows Internet Service Provider costs and services in the future, which are constantly changing and being updated.

4.
Communication to ISP

To evaluate which would be the best method of communication with the ISP, we looked at a number of factors such as cost, availability, reliability, ease of installation and the current set-up at Mr Rowlands’ home from which the new business is to be run.

As a BT line had just been reconnected, and a subscription taken out for the BT Together package, it was decided that all BT options would be explored rather than other providers such as Cable and Wireless.  Due to the location in Macclesfield, BT is a more reliable provider of telecommunications as some alternative networks only cover cities and larger towns, and coverage in the Macclesfield area is patchy.

The three available options from BT were compared and evaluated on the following criteria:

· Tariff options

· Conversion charges

· Call charges

· Rental charges

· Features

· Options.

Information was gathered in a number of ways which included internet searches, the BT web site, other telecommunications providers web sites, written information obtained from BT and telephone calls to the BT information lines.  Internet sites are a good starting point for any information searches, but do need to be backed-up with written information such as promotional brochures, and then finally, it is necessary to contact the companies in question and ensure all the information is correct and that you have explored all the possible options.

Mr Rowlands indicated that cost was now a key factor.  At our first meeting he originally thought that a permanent ISDN line would be required, but as the project developed it became apparent that this was not necessary as so many cheaper alternatives were on the market which gave you ISDN connections as and when you required, for a much lower cost.

BT HomeHighway was selected as the recommended method of connection as it is compatible with BT Together which Mr Rowlands had just signed onto, and it would require minor changes to the current installation set-up.  The cost is also low and provides a great deal of flexibility.

It is worth noting that as the telecommunications market is moving at a rapid rate, it has been recommended to Mr Rowlands that he reviews the options available from BT and other providers on a 12 monthly basis, to ensure he is receiving the best service possible for the price he wants to pay.

5.
SEARCH ENGINES

5.1
Defence of Methodology

The method used to answer the questions set by Skate UK’s feasibility study were shaped by the unique needs of the assignment.

5.1.1
Primary Research

The best source of information on the Internet is the Internet itself. I used systematic searches of the top 8 search engines to find information on the search engines themselves. The immediate publication characteristics of the Internet make it excellent for up to date information. 

Having said this, the easy access to web publishing also enables lower quality sources to be available.  I used Human reviewed search engines like Yahoo, which are quality controlled. 

Natural selection played a part in the search for information on the best ranking strategies. When I searched for a website that had information on how to get a high ranking the site that gained the highest ranking result ‘ipso facto’ had to be the best at search engine ranking. However this was no guarantee that this site would let me have the information that got them the high ranking for free. The great thing about the Internet is that it is very difficult to keep the design of a website secret. By using the ‘view’ feature in Internet Explorer 5 or Netscape Navigator 4 the code that gained this high ranking can be viewed. This is partly how information was gathered for Skate UK.

5.1.2
Secondary Research

Journal articles and some book material supplemented the Internet searches. 

Book material was limited as by the time a book is published it is already out of date for this subject except for the excellent book ‘Internet advertising’ (Zeff 1999) I have been lucky as I am training in e-commerce and web design as part of my career and have a City and Guilds qualification on the Internet. 

Background research was carried out on the skate industry in the UK and US with particular reference to likely competition and the strategies they were adopting.

5.2
Discussion

It was interesting to get the views of the group on the best methods of finding information on the net. My colleague whom I had just connected to the Internet stated:

“Why use all 8 search engines to find information?  why not just use one as they will both be looking for the same subject item.”
This insight highlighted an interesting point. Search engines pull in thousands of results for every search, which are likely to be very similar from Yahoo to Lycos, but they will be presented to the searcher in a different order. This order is governed by the ranking policy of the search engine. This reflects the work of Michael Porter (competitive advantage 1985) with his Generic strategies (see also Cravens 1994). 

This theory states that a business to be competitive will either adopt,
· Cost leadership strategy

· Differentiation strategy

· Focus strategy

As the search engines are all free to use they cannot compete on price instead they compete by differentiating themselves (and using focus as well).
· Yahoo sells on the fact it is reviewed by people.

· Alta vista, as it has the biggest database.

· Google operates on measuring the popularity of the site 

Each search engine attracts different types of people, for instance www.northernlight.com has an educational research bias. This differentiation was key to the research that I did for Skate UK. Skate UK needed to know which search engine was the best to target for their market.

This demographic information is valuable at the moment and all the commercial web development sites wanted money for this information. I had to use www.northernlight.com, which as an educational research search engine had the information I needed for free and was of a high quality. The details of the site that provides this information have been passed to the client for their own use.

The Research to find the best search engine to target was directed by the need for confidentiality and to keep the ownership of the business secret from any other UK suppliers. The best strategy normally would have been to target Yahoo but they rank on factors based on a sites standing in the online community, which sites it’s linked to and it’s general reputation. This is why it is slow to apply to and why it is good for customers. It is not good for a new company wanting to keep its origins quiet for now. The strategic choice was enforced. Page 66 of Johnson and Scholes (1999) explains this situation in academic terms very well:

“There maybe situations in which managers face enforced choice of strategy .by the imposition of agencies / forces external to the organisation”

The external agency being the UK distributors that Skate UK wish to bypass.

The enforced focus on automated search engines using optimisation techniques (spamming) listed in the report are only a short term measure until confidence is gained and the company can ‘come out of the closet’.

The conclusion of the report that it’s long term strategy should be based on having a separate site that appeals to each search engine acknowledges the fact that  ‘Porters theory of differentiation’ will be a strong force in the market for years to come. This theory is used widely and is almost a crystallisation of common sense in that it sounds obvious once said. This is a sign of a useful theory that can be applied to the real world no matter how technologically advanced the environment.
6.
Marketing approach

To determine the marketing approach Skate UK should take, the 4 P’s of the Marketing Mix were explored:

· Product

· Price

· Place

· Promotion.

The Marketing Mix is a particularly useful tool for marketing planning and strategy, especially for a brand new business such as Skate UK.  In identifying and analysing the Mix, you are guided to cover many of the marketing issues very comprehensively, and it reduces the possibility of overlooking fundamental elements.

6.1
Product

As the client has a very comprehensive product list, which will appeal to a wide range of people and ages, it poses a problem of identification for the new business.  Exactly what market are they in? The products Skate UK will be selling are interlinked in that they are all recreational products used in the outdoors.  There is, of course, a certain image portrayed with these products but it was important to urge Mr Rowlands to think very carefully about the products he will be selling, and the complexity of the purchasing decision.  To do this we looked at the 3 levels of products:

· Core

· Actual

· Augmented

to highlight that many other factors than the product itself, affect the purchasing decision.  We are referring to after sales care and customer services, delivery times, packaging, ease of purchase etc.  Skate UK are well aware of these factors through the retail outlet in Macclesfield, but they must make an attempt to transfer those skills into the web based company and that is not going to be easy.

We also looked briefly at the Product Life-Cycle to highlight to Mr Rowlands the 4 major stages in the life cycle.  It is probable that some of his products will be in Maturity and others will be in the Introduction phase, and each warrant a slightly different marketing approach.

6.2
Price

The pricing objective of Skate UK is Market Share - the intention to sell products at the lowest possible price in order to attain market share.  This pricing strategy is feasible even in declining markets, as the intention is not to grow the market size overall, but to increase your company’s share of the existing market (Porters Generic Strategies).

Although this seems like a relatively simple approach, it was necessary to highlight the factors that affect pricing decisions to Mr Rowlands, such as buyers’ perceptions and competition.

As to whether this strategy will work or not, there seems to be very little competition at present on the web, but is the demand for these products sufficiently high to keep the costs low?  The Demand Curve would indicate that as the quantity demanded goes up the price goes down and vice versa but we would not expect a vast turnover in products by Skate UK, particularly in the first year.  Therefore other factors come into play to enable Skate UK to continue to offer products at low prices.  These factors are the source of supply, the cost of distribution and costs of running the business over the Internet.  The indications are that Skate UK can keep these costs low, and therefore keep their sales prices low which will achieve their chosen strategy.

6.3
Place (Distribution)

The channel of distribution is crucial to Skate UK.  At the time of writing a firm distribution channel had not been established, but the preferred method by the client was the direct manufacturer to consumer channel. Although this is the simplest, is not necessarily the most effective or efficient method of distribution.

Because of this, it was recommended that the client considers alternative methods of distribution, such as holding stock themselves and taking control of variable such as the condition the goods arrive in, when they arrive, how returns are dealt with etc.

Although we know the client is very keen to set-up a direct channel from manufacturer to customer, we disagree with this chosen approach and have made recommendations for alternatives.

6.4
Promotion

In a recent survey of internet companies, it was found that as much as 75% of a company’s total expenditure was on promotion activities.  One of the hardest tasks for any new business is to inform your target audience of your existence, therefore it is necessary for Skate UK to develop a Promotional Mix.

The Promotional Mix Model is extremely useful in that it allows you to develop different techniques for different situations.  For example, if you have a product that appeals to a mass market such as Cadbury’s Crème Eggs, then television advertising or sponsorship may be the appropriate method of communication with your audience.  On the other hand, if you are in industrial markets, then trade associations and trade journals would be more appropriate.  

The Promotional Mix Model was chosen for the analysis of Skate UK because of the range of products the company will be selling.  From skates to mechanical scooters, there will be a different target market which warrants a different promotional approach, therefore the client has been advised to look into, advertising and editorial in relevant magazines, sponsorship, direct mail, news groups on the web site, competitions and “freebies”, in essence, develop a Promotional Mix.

7.
QUALITY CONTROL / MANAGEMENT CONTROL SYSTEM

Perfect Operating Scenario

Mr Rowlands aim is to keep the company simple to operate, the ideal scenario being to keep the operation as streamlined as possible with as few overheads or operating costs as Skate UK can get away with. The ultimate streamlined business!  (The aim of all business.) 

Customers using the Internet locate web page and views catalogue of Skate UK.


Chooses item from online catalogue enters details and pays with credit card.



Automatic credit check, Order accepted and confirmed to customer.




Order placed with manufacture online through Skate UK.





Skates sent direct from manufacture to customer.






Skate UK checks products & price available.







Skate UK updates web page catalogue.

Updates accounts in database.



Mr Rowlands makes tea.






Puts feet up!

This will depend on how much capitol Mr Rowlands wants or is prepared to risk at the start and how many skates or related products are expected to be sold in the short or long term. Because these factors will have implications on technical operating requirements and its cost.

Observation

From an operational perspective the Internet as a medium of selling products or services pointed to a particular operational scenario, that of the catalogue company were the only contact with the customer is via a catalogue. Though there are products it is the service of providing these products which is the operational aspect of the company.

The model of the Catalogue Company seemed  to be a perfect scenario. In this case the catalogue being the web site.

Research

The research into e-business theory on how the Internet business world operates online was difficult, from a technical/practical or operational perspective when it came to finding up to date literature.

Commercial Magazines

Internet Works, Internet (made easy), Internet ADViSOR and WEB PAGES.

These are more geared to selling software, these do show there is a wide range of shopping software solutions available and of different types. They also show how these can be used with apparent ease by following step by step guides.

Commercial Business Software Advisors

PC World and TIME Computers.  These were a poor source of information. Other than buying the above magazines they were of no help to non-business enquiries, unless you were willing to open a business account and have them become consultants. In the case of PC World I was unable to get advice or a copy of their business catalogue, which I could see, was as thick as a telephone book.

Academic Publications

The problem here was one of availability, the speed of technological change in resent years and months means that publications available in the library are becoming out of date by the time they get on the shelf. And they were vague as to technical experience of running an internet business, tending to look at the industry prospects. 

It was necessary to purchase a new publication.

THE E-business (R) EVOLUTION,
Daniel Amor 
1999
Hewlett-Packard Professional Books. 

PRENTIC HALL

Information from The Internet 

Enquires using the Internet into the on-line business was not convenient from an academic point, sites found under business software related headings provided reviews of ‘shopping cart’ software and advertisements. This showed clearly by the amount of software pages that any requirement for Skate UK could be for filled.

7.1
Quality Of Service

The quality of the service to the customer is a main differential as the products may be available from other retail or direct mail sources, price being the other main differential. Because the source of the product and the route of acquisition was unknown I did not concern myself with these operational problems. 

I have considered the operational requirements of the company by looking into the aspects that control the quality of the service in selling the products. 

I considered the company in terms of front office and back office operations. The web page being the front office and the administration of the web page as the back office.

Consideration using this approach showed how the Internet company differed compared, not only catalogue selling but in store retail providers as well. It appears to have its own unique way of selling, which encompasses parts of both selling solutions. 

Like a catalogue company the selling is impersonal with the customer choosing from a range of products at a set price and the product delivered to the door, but where the catalogue is fixed at the time of printing the web page can be updated at any time. 

The ability of the Internet to interact with potential customers in real time brings in aspects of retail shopping allowing customers to respond, to enquiry’s on stock availability and credit checks at the moment of sale but without the need for personal sales assistance.

It is this real time relationship between front and back office which distinguishes the medium for selling as a new phenomenon, possibly as some think the future? 

8.
Operational solutions

The software nature of the internet allows for the operations of the front and back office to be either partially or mostly automated once set up, not completely as software cannot make decisions. But apart from the decisions there is a question as to the amount of automation / manpower required in the back office.

I outlined scenarios and posed questions for Mr Rowlands to consider in deciding on the software solution for his online shop. I put forward three different starting levels of the business depending on the extent to which he would like Skate UK to be automated or labour intensive.

1. Using standard web page to display catalogue and purchasing information.

2. ISP e-hosted shopping solution.

3. Ready made shopping solution.

These levels were based on cost and commitment and the current available software. Each level increases in ability to do more for the business but with a consequence they cost more and require more technical know how, in this case of option 3, knowledge of computer languages such as JAVA or HTML. 

The business solution would need to be suitable against expected sales demand and justifiable financially, however because there was no data to determine expected sales or final costs delivered to customer it was not possible to give advice as to which solution to recommend. But it is clear the more advanced option will allow better control of information including, accounts, product range, product prices, customer details, sales, despatch and delivery progress. The extent to which these activities will be manual or automated Mr Rowlands will have to decide.

8.1
Discussion

In the Internet company the relationship between front and back office is clearly crucial to maintaining the quality of the operation. In fact the front office operations are completely dependent on the real time operations of the back office.

The value chain theory as put forward by Michael Porter, (Competitive Advantage, Free Press. 1985), describes clearly the advantages of managing linkages between the primary activities in the value chain.  The software solution of the business provides the medium for the primary activities of the value chain to be linked almost seamlessly. Requiring Mr Rowlands to provide the support activities of the value chain. The danger here is to make it appear this support role is a minor one. This is far from the case, if the level of automation is low, failure to provide support activities in regards to updating catalogue range and prices, stock availability, credit checks, customer notification, acquisition and dispatch of order, will diminish the competencies of the business.

9.
MOVEMENT OF MONEY

9.1
Source of Information

Information was gathered from a number of sources; Internet Magazine and via the Processing Houses individual websites, in order to provide a range of information for analysis.

9.2
Quantitative Data

In order to provide a comparison, four Processing Houses were researched in detail.  The Client expected a review of WorldPay and Netbanx.  Two further Processing Houses were chosen, at random, in order to provide a wider study of the selection of services and charges applicable.

9.3
Comparative Analysis

In order to find the most viable Processing House, a comparison chart was created in order to allow greater scrutiny of the various costs, services and security features provided by the four Processing Houses studied.

9.4
Reputation

In order to ascertain the history and reputation of the Processing Houses chosen and whether any special awards or news items had been attributed, a variety of sources were studied (eg, internet magazines, websites).  For example, Netbanx received the ISPA Best E-commerce Award in 1999 & 2000.

If more resources were available it would be beneficial to research a greater number of Processing Houses in order to provide a wider examination of services and features available.

10.
BANKING AND PAYMENT OF SUPPLIERS

10.1
Source of Information

Information was gathered:-

a)
via telephone interviews.  The benefit of telephone interviews is that information can be gathered quickly and an immediate response may be gained.

b)
via written correspondence.  The benefit of written correspondence is that the information is available in hard copy and leaflets/booklets can provide a highly comprehensive detail of data.

10.2
Comparative Analysis

In order to provide a comparison, the services and charges of the major UK high street banks were researched in detail.

It would be beneficial to gain more information relating to UK-US interconnecting banks and if a greater allocation of resources (eg, time, money) were available to the group, this would enable further examination of banking and payment possibilities.  This would also allow a comparison to be drawn between the UK and US banking features and services available.

11.
Group Dynamics

11.1
Definitions

Group:
“number of persons or things near together, or placed or classified together; small musical band of players or singers; class; two or more figures forming one artistic design.”

Team:
“set of animals, players of game, etc, associated in activity.”

Pocket Reference Library, Concise English Dictionary (1981)

11.2
Stages of Group Development

To get the best out of group working situations, it is necessary to endeavour to understand behaviour during the formative stages of development.  Before a group of individuals work as a team, the team has to go through a process of development.  This sequence follows below and illustrates the five main stages of group development:-

Stage 1:  Forming

Theory

The initial formation of the group, clarification of the purpose of the group and how the group will operate.  During this stage the hierarchical structure of the group, the leadership and the individual roles will be decided.

Members will try to create a good impression and will make judgement on the other group members.

Practice

The group was formed on the basis that some of the members had previously worked together, and other were currently working together.  At our first meeting the project tasks were allocated according to our strengths, abilities and weaknesses.  A Chair was elected with total agreement by all members.

Stage 2:  Storming

Theory

Storming is an integral part of the group development model because at this stage the team members exchange ideas regarding the actual operation of the group working situation and structure of that group.

The Storming stage also consists of issues such as personality differences and prejudice.  It is where group members get to know each other and feel able to express opinions more freely and vigorously.

So this is the stage where disagreement and conflict is bound to arise.  Caring and conflict are two very different emotions but both can arising at this stage.

It can be argued the Storming stage is not an essential feature of the group development model, however, it may be beneficial to endeavour to understand the conflict situation and the manner in which it can be managed to positive effect.

Practice

Some degree of conflict did arise when deciding which person would cover the specific tasks.  As some members of the group were very interested in e-commerce, particularly Search Engines and Internet Service Providers, it became apparent that more than one member wanted to research these areas, and a level of compromise was required.  Although disagreements did arise, they were resolved amicably.

The atmosphere between the group was good, in that we were all able to constructively criticise each others work or thinking without causing any offence (we think!)

Stage 3:  Norming

Theory

At this stage the group members establish the need for co-operation in order to reach the group’s objectives.  The group develops behavioural patterns which become group norms and behaviour is more controlled.

Behaviour
“The focus of the work group will do more to influence behaviour than the incentives and controls of management.”  (Handy, 1993)

Group members have to conform to some extent to the behaviour of the group.  Individuals sometimes, however, outwardly agree to group decisions whilst inwardly disagreeing.  In other circumstances an individual can be conditioned into behaving in a particular way in relation to response to their behaviour; accepted behaviour will be praised, unacceptable behaviour will be ignored or punished.  Milgram (1974) reiterates this thinking.

Factors Affecting Group Behaviour
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Source:  Kretch, Crutchfield and Ballachey

Practice

The group normed extremely well.  It became the norm to meet as and when we required, and whilst members accepted that the needs of the project were paramount, individual commitments and responsibilities were accepted. 

Stage 4:  Performing

Theory

The group has reached maturity at this stage.  Members can work more efficiently as a team as the group norms and structure are effectively in place.

A team mentality as theorised by Adair in 1986 where “members can work as a team whilst apart, contributing to a sequence of activities rather than to a common task which requires the presence of all members in one place at any one time.”
Practical

There was a good degree of trust between the members, and confidence in their abilities to undertake the tasks independently. Any work completed by a member was given to others for comment.  In the same way, any communication with the client was provided to the other group members in a written format.

Stage 5:  Adjourning

Theory

Adjourning can be recognised as Stage 5 of the Group Development Cycle and includes such aspects as maintaining a sense of team identity, facilitating change and identifying new challenges.  This is the stage where the group’s continued development can be re-assessed.

Practical

The group has not yet reached the adjourning stage as the group is still in its performing stage.
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