本企劃書乃丁麗蘭工作室伙伴王先生之原創作品。王先生早年在美國取得的學位之一為企管碩士(MBA)。又, 本企劃書系多年前專為某中小企業創業者在美國申請短期居留証所撰寫, 本質上與大型公司專為公司長期營運所做的大型商業企劃案尚有不同。請大家指教!

Axxxx Xxxx Xxxx
E-Commerce, Internet Auction, and eBay 

Business Plan 2004

1.
Executive Summary

The Axxxxxxxxxxxx was recently incorporated for the purpose of selling game-wares online, mostly through the famous eBay online auction, particularly at the early stage. Its preliminary targeted market segment is those game-players who are both able to read English, and able to use the internet.  

And pretty soon, the Axxxxxxxxxxxx will enlarge its targeted market segment to include those Chinese game-players, both in the United States and around the world, who are either unable to read English, or unable to use the internet.    

As we all know well, during the past decade, the global computer network, commonly known as the internet, provides a new global marketplace with a potential audience of hundreds of million.  Many online businesses that successfully took advantage of this unprecedented marketing channel, such as the Amazon.com and the eBay.com, actually became giants in a very sudden manner.    


Better, although doing business online has great potential, it does not necessarily require big initial capitalization, nor does it require high level of knowledge in the computer science.  So long as one can read and type, one is presumably capable of doing business online.  Moreover, as discussed in detail in the Warranty, Post-Sales Service, and Customers Satisfaction section in the attached Business Plan, the Axxxxxxxxxxxx is able to provide customers-satisfying warranty and post-sales service, without running a high cost repairing facility.  In addition, as discussed in detail in the Just-In-Time Purchasing Inventory Control section in the Business Plan, the Axxxxxxxxxxxx need not, and indeed, shall not, maintain a high level of inventory of game-wares, particularly because of the high reliability of the supply in the XXXXXX area.  All these together enable the Axxxxxxxxxxxx to start its online auction business without big initial capitalization.  


In furtherance of this endeavor, on February 26, 2004, Mr. Cxxxx asked his mother, Mrs. Cxxxx Xxxxxxxx, to electronically transfer $50,978 from a bank in Taiwan into the Axxxxxxxxxxx’s business account at the Washington Mutual.  
Mr. Cxxxx’s $50,000 investment represents nearly all of the total value of the start-up costs.  With this initial capitalization, the Axxxxxxxxxxxx has already established a fully functional eBay store for processing the internet orders, and the internet auction, including but not limited to, receiving credit card payments online.  (Please see the attached document, e-mail from the eBay, and http://stores.ebay.com/axxxxxxxxxxxx.) 


Furthermore, the Axxxxxxxxxxxx’s eBay store has been open for business since this May.  And, at current stage, the Axxxxxxxxxxxx maintains a list of about 120-150 items for online auction.  Better, the Axxxxxxxxxxx has already received bids from those eBay users.  Some transactions have been actually consummated automatically after the expiration of the bidding deadline.  


Currently, the Axxxxxxxxxxxx’s is working on a series of marketing strategies to raise the brand awareness among those internet users, specifically, those who are able to read English.  Under the current plan, in 2006, the Axxxxxxxxxxxx will further target specifically on those Chinese customers who cannot read English nevertheless are able and willing to play games, by establishing a Chinese web-site and placing advertisements in Chinese media, probably even outside the United States.  

2.
Marketing Management 


Game-wares, particularly those small in size but high power game-wares, are relatively new commodities in human history.  Technically speaking, a game-ware, like a cellular phone, is a personal computer (hereinafter, “PC”).  Their rapid and continuous development completely depends on the development of the microchip, integrated circuit, or microcomputer.         They used to be pretty sizable, and less advanced, if compared with those that are not so long time ago.  The rapid improvement of PC in every dimension has consequently enabled, and caused, the rapid improvement of game-ware.


Opportunities & Threats: PC & E-Commerce


About thirty years ago, the term “PC,” or personal computer, did not yet exist.  At that time, the term “computer” generally meant main frame “super computer,” which was not at all for the average Joe or the average Mary.  Indeed, thirty years ago, most US professors had never seen a computer.  The “super computer” generally was much bigger than a car, and cost much more than a car: probably only governmental or quasi-governmental institutions could afford it.  Much to that generation’s surprise, nowadays, numerous teen-age kids are capable of owning a PC, which is unthinkably cheap from the 1970s’ viewpoint, but almost capable of lunching a ballistic missile.  


The sudden burgeoning of “PC” in the 1980s, and even in the 1990s, actually surprised the world.  Many manufacturers of super computer, such as the IBM, in denial of the possibility that a computer can be “personal,” even adamantly insisted on not entering into the PC market, until it was too late to catch up with other existing PC manufacturers.    


The popularity of the PC has in turn enabled and caused the popularity of the global computer network, commonly known as the internet.  


Moreover, as we all know well, during the past decade, the internet has provided a new global marketplace with a potential audience of hundreds of million.  Many online businesses that successfully took advantage of this unprecedented marketing channel, such as the Amazon.com and the eBay.com, actually became giants in a very sudden manner.  (NOTE: Nowadays, it is almost a “must” for corporations to have a web-site, even just for decoration.  Most corporations in the United States have a web-site, regardless of their size, and regardless of whether they are indeed doing business online.)      


Better, although doing business online has great potential, it does not necessarily require big initial capitalization, nor does it require high level of knowledge in computer science.  So long as one can read and type, one is presumably capable of doing business online.

Nevertheless, the low threshold for entrance alone does not guarantee the success of every one in the E-commerce.  After all, low threshold invites more participants, and therefore, more competitors.  In the end, the key determinant of commercial success is the overall business skills and the available resources of the runners.      


Moreover, contrary to the previous anticipations, the E-commerce as a whole by now has not yet taken a lion share in the retail business.  Most people still shop at malls or retail stores.  After all, people have inner needs to see the real people, and to be seen by real people.   So, the Axxxxxxxxxxxx has to work on the basic marketing.


The Personal Game-Ware


Like PC, personal game-ware is a suddenly burgeoning commodity.  In 1980s, game-ware was still big and expensive, and was not at all for personal ownership.  Nowadays, a high power game-ware, such as the play-station II, is not bigger than a book, at a price under $200.  


Technically speaking, a game-ware is indeed a smaller but still powerful PC.   

The rapid improvement of PC has consequently enabled, and caused, the rapid improvement of game-ware.    


Psychologically speaking, game-wares, like toys, to a great extent, must have satisfied many mental needs in the unconsciousness of the general populace.  That the reason why so many people, young and old, mostly male, have developed sever addiction on playing game-wares. 


The Axxxxxxxxxxxx’s Niche


As a newly established small corporation, the Axxxxxxxxxxxx will pursuit a marketing strategy that is to target on the narrow market segment of the internet shoppers.  

The Axxxxxxxxxxxx was recently incorporated for the purpose of selling game-wares online, at the beginning through the famous eBay online auction. Its preliminarily targeted market segment is those game-players who are able to read English and use the internet.  And pretty soon, it will enlarge its targeted market segment to include those Chinese game-players, both in the United States and around the world, who are unable to read English at all, and probably are unable to use the internet.    


Currently, the Axxxxxxxxxxxx’s is working on a series of marketing strategies both for raising the brand awareness and, most importantly, for raising the general public’s awareness regarding the Axxxxxxxxxxxx’s to raise the brand awareness among those internet users, specifically, those who are able to read English.  Under the current plan, in 2006, the Axxxxxxxxxxxx will further target specifically on those Chinese customers who cannot read English nevertheless are able and willing to play games, by establishing a Chinese web-site and placing advertisements in Chinese media, probably even outside the United States.  

Moreover, as discussed in detail in the Warranty, Post-Sales Service, and Customers Satisfaction section, the Axxxxxxxxxxxx is able to provide customers-satisfying warranty and post-sales service, without running a high cost repairing facility.  

And, at current stage, the Axxxxxxxxxxxx maintains a list of about 120-150 items for online auction.  Better, the Axxxxxxxxxxxx has already received bids from those eBay users.  Some transactions have been actually consummated automatically after the expiration of the bidding deadline.  


Advertising 


Though the main purpose of the advertisement at the beginning stage is to invite people to visit the Axxxxxxxxxxxx’s web-site store, the Axxxxxxxxxxxx’s advertisement will focus on raising brand awareness and, most importantly, its 30 months replacement warranty, as discussed infra, which is still unique in the game-ware market, and may significantly differentiate the Axxxxxxxxxxxxx from all other game-ware retailers.


The advertising efforts of the Axxxxxxxxxxxxx will focus on PR activities, the low-cost internet Ad, various news papers, and probably direct mail.  


The advertising budget for the first year is expected to be about 5% of the sales.  And, depending on the actual sales in the future, the advertising budget will probably be between 2-5% of the sales.       

3.
Competition, Comparative Advantages / 
Disadvantages


Although the Axxxxxxxxxxxx currently only sells its products through the internet auction, it has many varied forms of competition.  In general, the Axxxxxxxxxxxx divides the competition into two categories: the competition in the E-commerce retail market, and the competition in the traditional retail market.  These two categories include small hobbies stores and super chain-stores such as Wal-Mart, Target, Toys“R”us, Best-Buy, Circuit-City, and Fry’s.  (NOTE: Most of these super chain-stores nowadays are practicing “multi-channels retailing.”  They do traditional retailing, E-commerce, and even mail-order catalogs.  However, in most cases, accumulating evidences suggest that they still emphasize on the traditional retailing. )  


At first glance, the competitions from traditional retailers do not have significantly impact on the “E-commerce only” Axxxxxxxxxxxx, though, from the viewpoint of the marketing, the internet shoppers as well as the store shoppers usually disperse in significantly different market segments, have significant differences in many aspects, and, to a great extent, can easily be differentiated from each other.     


However, the internet shoppers and store shoppers are frequently overlapped and often interchangeable.  Most internet shoppers often shop at malls or stores, and probably vice versa.  And, most traditional retailers such as Wal-Mart, Best-Buy, nowadays also equip with certain level of E-commerce establishment, regardless of whether they really target on the internet market segment.  Moreover, though the Axxxxxxxxxxxx is still defining its long-term niches, it will eventually have to encroach the market shares of those big chain-stores.  Therefore, the Axxxxxxxxxxxx has to list those big chain-stores as competitors at this stage.  


Three of the most manifest strengths of those big chain stores are their affluent capital, big space, and sufficient human resource.  These together allow them to quickly enlarge the scales of their game-ware department, when the overall game-ware market is obviously expending.  


 One of their most obvious weaknesses is that they sell almost everything; game-ware is just one of many sections for them.  To add that their workers usually are low-wage workers, it is very difficult, if not impossible, for them to have workers with high level of expertise on everything they sell.  Therefore, it is not uncommon that their on-site workers know nothing about game-ware.    


With respect to the big chain-stores’ online retail business, the aforementioned strengths and weaknesses are similarly applicable.  Their web-sites actually sell almost everything; game-ware is just a small section in their catch-all web-sites. (Please see their web-sites, walmart.com, bestbuy.com….)     


Another competition comes from the small hobby stores.  They in general have better expertise, although they sell varied forms of hobby wares.  In most cases, they also do online retail.  


The Axxxxxxxxxxxx

As a newly established small corporation, the Axxxxxxxxxxx does not have affluent capital or human resource.  But these weaknesses can be compensated.  In addition to the high level of expertise in game-ware, one of the Axxxxxxxxxxxx’s most important strengths is the Axxxxxxxxxxxx’s 30 months replacement warranty, as discussed infra in the Warranty, Post-Sales Services, and Customer Satisfaction section.  This warranty is by now very unique in the game-ware market.  This unique warranty will sufficiently differentiate the Axxxxxxxxxxxx with all other game-ware retailers, will effectively impress the customers, and will significant increase the brand awareness.   


Many big retail stores, such as the Best-Buy, do provide the so-called “Product Replacement Plan,” not only for game-wares, but also for all electronic products.   Nevertheless, their “Product Replacement Plan” is not at all a free post-sales service, nor a free warranty.  Their customers have to pay extra money, usually not so cheap, to have the “Product Replacement Plan.”  In sum, those big retail stores consider their “Product Replacement Plane” a profitable product, rather than a free warranty.

4.
Warranty, Service, and Customer 
Satisfaction: 30 months replacement

With respect to warranty as well as post-sale service, the Axxxxxxxxxxxx decides to offer 30 months replacement for any and all defective products, which is probably the most cost-effective method for quality control.     


Like computer components, many parts of game-wares are deemed high-value commodities, particularly for young customers.  Though the customers, or the parents of the customers, may have to pay substantial amount of money, they of course want their big investment to function well for a certain period of time.  Needless to say, many customers pay much attention on the availability of warranty and post-sale service, before they make up their mind.  


From the viewpoints of marketing and public relations, there is a strong direct-correlation between the future success of the Axxxxxxxxxxxx and the availability of warranty as well as post-sale service.  


Nevertheless, establishing and maintaining a repairing facility, if for the sole purpose of providing post-sale service and warranty, is not at all a good idea for a newly established small corporation, mostly because of the “prohibiting costs.”  The costs for running a viable repairing facility, including but not limited to, hiring at least one qualified technician, renting a house, purchasing as well as keeping inventory of parts…, will be more than $90,000/year.  


Fortunately, simply replacing defective game-wares with brand-new products actually costs far less than running a repairing facility, and, better, generates much more customer satisfaction as well as good will.  


Too good to be true???  


Not at all!  To illustrate the reason why the replacement approach is indeed a very-low-cost and viable alternative for running a repairing shop, we first must discuss both the real cost of replacing a defective product with a brand-new product, and, statistically speaking, the chance that a defect may occur during a specified period of time.          


First of all, if a defect occurs within one month after sale, this defect is very likely to be an original design error or manufacture error.  The manufacturers will be eagerly taking care of “their problems” to protect their own reputation.  The Axxxxxxxxxxxx does not have to worry about this kind of defect.  All the Axxxxxxxxxxxx has to do is to give the customer a brand-new one, and then returns the defective product to the manufacturer.   


Second, even though once in a while the Axxxxxxxxxxxx has to pay for the replacement, the average cost for the each replacement is manifestly low.  As discussed in the Inventory Control section infra, the prices for exactly the same game-ware may suddenly drop, once a specific product becomes outmoded suddenly.  Therefore, by the time a defect occurs, let us say, 15 months later, this game-ware probably already becomes outmoded,  

Assuming that the same model is still available at the market, the cost for replacement can be less than 30% of the original cost 15 months ago.  And if the same model is, not uncommonly, already extinct, the customer will be very happy to accept a newer, often more powerful, model instead.  Unbeknownst to this happy customer, the Axxxxxxxxxxxx’s cost for this newer and more powerful model, in all possibilities, is lower than the original cost of the older model 15 months ago.   


Third, most importantly, nowadays, many commodities such as computer components, cars, air planes... are extremely unlikely to “die young,” i.e., become defective before reaching their designed “life expectancy,” mostly due to the continuous improvements in materials science and quality control science.  Likewise, game-wares just don’t die young, without certain unexpected abuses.


In sum, both the extremely low defect rate and the very low cost of replacement, together enable the Axxxxxxxxxxxx to provide customers-satisfying warranty and post-sales service, without establishing a high cost repairing facility. 


Accordingly, the Axxxxxxxxxxxx decides to simply set aside 1% of the total sales income, which is expected to be more than enough, for the cost of replacement, rather than spending $90,000/year, or even more, for a repairing facility. (Please also see cost for replacing defective products in the Cash Flow Projection section infra.) 
 

5.
The Just-In-Time purchasing Inventory 
Control 

Inventory control is the effort to maintain inventory levels and costs within acceptable limits.  In addition to taking advantage of the price surging, one of the most important purposes for keeping inventory is to ensure the long-term availability of goods, particularly if running out of inventory may subsequently result in a disaster either on yourself, or on your customers who heavily relied on your on-time supply.  On the other hand, keeping inventory often requires substantial amount of circulating funds, and incurs varied forms of risk accompanying with inventory.  


The inventory control for the game-ware, however, presents some very unique problem.  First of all, the costs of inventory, both for software and for hardware, are generally high. Therefore, keeping a high level of inventory will substantially increase the burden of circulating funds.  Second, it is very risky keeping too much inventory.  The demand for some epidemically hot products may suddenly surge, nevertheless may also suddenly drop once it quickly become outmoded.  The prices of those hot products are often extremely fluctuating.  


As you can see, unlike the crude oil that can be reserved in tank for decades without losing its current fair market value, the game-ware, both software and hardware, may become nothing but trash, totally losing their current fair market value, if kept as inventory after the total vanishing, often in a sudden manner, of the demand.   


Under such circumstances, overstocking of game-ware can be a serious mismanagement of inventory, and probably a financial suicide.


On the other hand, running out of inventory for some temporary but epidemically hot products, when the consumers as a whole are still willing and able to pay a high price for them, may nevertheless squander the big hot opportunities     


Fortunately, around the XXXXXXXX area, the supply for game-ware is generally ascertainable.  Specifically, many big suppliers set up their headquarters in XXXXXXX, or have their headquarters in XXXXXX, but maintain a main branch in XXXX.  These are extremely important to the Axxxxxxxxxxxx because these make it possible for the Axxxxxxxxxxx to receive shipments often within hours after sending a purchase order.  


Moreover, the quality of game-ware from major suppliers is generally reliable which makes it unnecessary to conduct further inspection before delivering to the end users. (Please also see Warranty, Service, and Customer Satisfaction. supra)  Accordingly, the Axxxxxxxxxxxx decides to adopt the so-called “just-in-time” purchasing inventory control, i.e., the lead time between purchasing and delivery is almost zero.  And the Axxxxxxxxxxxxx will always keep the total value of inventory below $20,000.   


There are of course some downsides in adopting the just-in-time purchasing inventory control.  For example, when the prices suddenly surge, the Axxxxxxxxxxxx will have to pay more, and therefore, make less money.  However, the Axxxxxxxxxxxx is still able to supply the hot game-wares with reasonable profit, and will not disappoint its customers.  Considering the unpredictable factors in the game-ware market, and the severity of the consequence of overstocking, the Axxxxxxxxxxxxx believes that at this starting-up stage, just-in-time purchasing inventory control is the best. 
6.
Cash Flow Projections


This section covers the components that make up the Axxxxxxxxxxxx’s cash flow for the next five years.  


The initial capitalization $50,000 represents nearly all of the total value of the start-up costs, though as aforementioned, the Axxxxxxxxxxxx need not, and shall not, run a high cost repairing facility.       


As a newly started company, the Axxxxxxxxxxxx is still testing the market, and, has no actual data for projection.  Therefore, the Axxxxxxxxxxxx prepares two scenarios of projection: the best case and the worst case.  The actual case probably will lie between the best and the worst. 


The cost of goods sold is based on 50% of the total sales income.  The cost for replacing defective products is based on 1% of the total sales income.  Salaries and other operational expenses correlate with the total sales income, not exactly proportionally, but almost.  The revenue/per employee, with salary $25,000, is about $150,000-$200,000 per year. 


Under the current plan, in 2006, the Axxxxxxxxxxxx will further target the Chinese customers who don’t speak English at all, by establishing a Chinese web-site and placing advertisements in Chinese media.  Therefore, in the best case of cash flow projection, the projected sales income in 2006 will increase to $600,000, and the projected new market in 2006 will require further hiring of at least 2 employees.

Cash Flow Projection

Cash Flow Projection, 2004-2008

(Best-Case) 


[image: image1.emf]Year 2004 2005 2006 2007 2008

Source of Funds

Beginning Cash 0 99,950 167,000 308,300 466,700

Sales Income 250,000 350,000 600,000 700,000 800,000

Loans 0 0 0 0 0

Contributed Capital 50,000 0 0 0 0

Available Cash 300,000 449,950 767,0001,008,3001,266,700

Use of Funds

Cost of Goods Sold 125,000 175,000 300,000 350,000 400,000

Cost for Replacing Defective Products 2,500 3,500 6,000 7,000 8,000

Salaries  27,000 52,000 77,000 102,000 102,000

Other Operational Expenses 40,000 45,000 60,000 65,000 70,000

Tax Payments 5,550 7,450 15,700 17,600 22,000

Total Cash Out 200,050 282,950 458,700 541,600 602,000

Net Cash Flow 99,950 167,000 308,300 466,700 664,700


Cash Flow Projection, 2004-2008

(Worst-Case)


[image: image2.emf]Year 2004 2005 2006 2007 2008

Source of Funds

Beginning Cash 0 44,000 38,000 32,000 26,000

Sales Income 100,000 100,000 100,000 100,000 100,000

Loans 0 0 0 0 0

Contributed Capital 50,000 0 0 0 0

Available Cash 150,000 144,000 138,000 132,000 126,000

Use of Funds

Cost of Goods Sold 50,000 50,000 50,000 50,000 50,000

Cost for Replacing Defective Preducts 1,000 1,000 1,000 1,000 1,000

Salaries  25,000 25,000 25,000 25,000 25,000

Other Operational Expenses 30,000 30,000 30,000 30,000 30,000

Tax Payments 0 0 0 0 0

Total Cash Out 106,000 106,000 106,000 106,000 106,000

Net Cash Flow 44,000 38,000 32,000 26,000 20,000
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		Year								2004		2005		2006		2007		2008

		Source of Funds

		Beginning Cash								0		99,950		167,000		308,300		466,700

		Sales Income								250,000		350,000		600,000		700,000		800,000

		Loans								0		0		0		0		0

		Contributed Capital								50,000		0		0		0		0

		Available Cash								300,000		449,950		767,000		1,008,300		1,266,700

		Use of Funds

		Cost of Goods Sold								125,000		175,000		300,000		350,000		400,000

		Cost for Replacing Defective Products								2,500		3,500		6,000		7,000		8,000

		Salaries								27,000		52,000		77,000		102,000		102,000

		Other Operational Expenses								40,000		45,000		60,000		65,000		70,000

		Tax Payments								5,550		7,450		15,700		17,600		22,000

		Total Cash Out								200,050		282,950		458,700		541,600		602,000

		Net Cash Flow								99,950		167,000		308,300		466,700		664,700
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		Year								2004		2005		2006		2007		2008

		Source of Funds

		Beginning Cash								0		44,000		38,000		32,000		26,000

		Sales Income								100,000		100,000		100,000		100,000		100,000

		Loans								0		0		0		0		0

		Contributed Capital								50,000		0		0		0		0

		Available Cash								150,000		144,000		138,000		132,000		126,000

		Use of Funds

		Cost of Goods Sold								50,000		50,000		50,000		50,000		50,000

		Cost for Replacing Defective Preducts								1,000		1,000		1,000		1,000		1,000

		Salaries								25,000		25,000		25,000		25,000		25,000

		Other Operational Expenses								30,000		30,000		30,000		30,000		30,000

		Tax Payments								0		0		0		0		0

		Total Cash Out								106,000		106,000		106,000		106,000		106,000

		Net Cash Flow								44,000		38,000		32,000		26,000		20,000






