Working Household Solutions Ltd

... Giving you back your life!

Business Proposal

May 2006

Opportunity Overview
This opportunity provides a clear solution to a costly and time-wasting reality of modern life – that of the inability of retailers to deliver bulk goods at a suitable time for working households.  It saves time, frustration, and environmental impact.
Offering a dual customer solution, the opportunity provides the ability for bulk-good consumers to specify 24hour tailored delivery times whilst allowing retailers to maximise the transport efficiencies of delivery vehicles.  Additionally, the solution will provide towns with a ‘green’ solution to traffic congestion and CO2 emissions by reducing the overall carbon footprint of home delivery

Future potential for expansion of the brand is significant.  This includes increasing the ‘green’ image further to use hydrogen-based vehicles (and benefiting from Carbon Trust funding) to a complete Working Household solutions.  Finally advertising and market research opportunities exist on behalf of major retailers.

Market Research

Secondary Research
The following research has been completed which is relevant to the opportunity.  Of most notable interest is the October 2001 FTA research into Home Deliveries in the UK which highlights the numerous effects of home deliveries.  The research identified five key points:

· A wide range of companies are involved in fulfilment and home delivery including e-commerce retailers, traditional retailers, mail order retailers, direct sales by manufacurers, distribution and logistics companies, fulfilment companies, collection and delivery point companies and unattended delivery system providers
· The significance of logistics costs in home delivery options, especially for e-commerce retailers many of whom are experiencing difficulties in achieving profits due to fulfilment and delivery costs

· The importance of customer presence at home at the time of the delivery in devising simple and efficient systems.  This is contrasted with alternative last mile options for unattended deliveries including collection and delivery points (CDP’s) and secure reception boxes

· The uncertainty that exists about the best approach to dealing with unattended deliveries

· The consumer dissatisfaction that can arise from home shopping and home delivery services that perform in an unappealing, unsatisfactory or unacceptable manner.  These are of great importance as these problems can also threaten a consumer’s repeated use of the retailer or home delivery per se.  There is also consumer uncertainty about certain legal aspects of home delivery

The report further states:

· Over 50% of houses are empty between 9am and 4pm
· The standard delivery time is between 8am and 5pm

· The best time for customers for goods to be delivered is between 1800hrs and 2000hrs 

· Majority of large good retailers only offer a prearranged day of delivery or, at best, an AM or PM option
· Large items delivered to home market estimated to be £8.2bn p/a

· Large items delivered to home market = 20.5m deliveries p/a
· There are six main reasons why customers do not have goods delivered to their homes:

· Prefers the reassurance of buying in-store

· Finds home delivery arrangements inconvenient (especially due to having to wait for the delivery)

· Finds home delivery impersonal and prefers the human contact of in-store shopping

· Perceives the home delivery charge is too high

· Is concerned about receiving damaged goods

· IS put off by the prospect of having to return goods

· 11% of respondents respondents would make greater use of home delivery if (i) delivery time slots were made more flexible to suit their needs, and (ii) if delivery time windows were shortened (e.g. a 2 hour time window rather than an AM window)

· The last leg of home delivery operations from the point of despatch to the customer’s home is the most problematic for the operator, and is potentially an extremely expensive part of the chain

· The cost and organisation of returning unwanted goods is often the responsibility of the customer
The report includes the following table

	
	Argos
	Comet
	Dixons Group
	Ikea
	Habitat
	John Lewis

	Delivery deadlines
	7-14 days for large items kept off-site; 48 hours for catalogue
	Average 4-5 days; occasionally 24 hours
	24 hours for goods ordered by noon; otherwise 48 hours if in stock
	2-10 days; four weeks for sofas
	Various
	Various

	Cost of delivery
	Free for offsite goods
	£11.95
	£11.99
	Free for sofas and kitchens; otherwise priced by weight 
	Free for goods over £1,000; otherwise £25
	Free for goods within 30 miles; £10-£35 depending on area

	Coverage
	Throughout mainland UK but extra charge for outlying areas
	Throughout mainland UK
	Throughout mainland UK
	Throughout mainland UK but extra charge for outlying areas
	Throughout mainland UK
	Throughout mainland UK

	Delivery times
	8am-8pm
	8am-6pm
	9am-7pm
	9am-5pm
	
	7am-9pm

	Weekend deliveries
	No
	Yes
	Yes
	Saturdays: some areas Sundays
	Saturdays
	No

	Delivery time arrangements with customer
	Choice of AM or PM
	Choice of AM or PM
	Choice of AM or PM for a £3 supplement
	Choice of AM or PM
	Choice of AM or PM
	AM or PM; two-hour slots for £15 fee

	Compensation for missed deliveries
	Addressed individually
	Waived delivery and installation charges
	Assessed individually
	Assessed individually
	Assessed individually
	Assessed individually


The FTA research shows that the most common service that retailers offer is a choice of AM or PM.  Whilst a number offer Saturday deliveries, the weekday delivery times are still usually within working hours.

Other sources state the following:

· An average of 4 days a year, per person, are lost to trade or delivery appointments (Daily Telegraph, 1st May 2006)
· The population of Cambridge is 109,000 (Census)
· Cambridgeshire 553,000 (Census)
· UK 58.8 million (Census)
	
	Comet
	John Lewis
	Homebase
	PC World

	Cost of Delivery
	£16.95
	£3.95 Under £100, then free
	£4.95
	< £50 = £3.95; £50-£400 = £4.99; > £400 = £9.99; TV £500-800 = £19.95; TV > £800 = £49.95

	Delivery Times
	8am-6pm
	Not stipulated
	730am-6pm
	9am-5pm

	Weekend Delivery
	Yes
	No
	Yes (extra charge of £2.95)
	Saturday

	Delivery Time Arrangement with Customer
	AM or PM for £4 extra; Before 10am for £8 extra
	Days only, within 5 days for standard, named day for £6.95
	AM or PM or Next Day for £2.95 extra
	Specific date for ‘small extra charge”; TV’s > £500 AM or PM


The analysis of current offerings shows that little has changed since the FTA report in 2001 and, in fact the cost appears to have increased (presumably due to increased fuel costs).  Comet now appear to charge an additional £4 for choice of AM or PM and an incredible £8 extra if you want delivery before 10am.  Even with this service, however, the majority of people at work would be required to disrupt their day to receive a delivery.
Primary Research

Ikea experience

On the 5th May 2006, my partner and I attempted to purchase a wardrobe from Ikea, Milton Keynes.  The following is a brief summary of the experience:

· 5th May, checked the on-line stock availability of the required wardrobe and phoned customer services to confirm that there was sufficient in stock – advised there appeared to be ‘more than enough’

· Hired a van and drove from St Ives, Cambridgeshire to Milton Keynes.  

· Stock system advised that there were five wardrobes in place, but on attending the isle location, there were no wardrobes

· Queued for 50 minutes to speak to customer services who advised that they could not do anything and that there was nobody who could offer a delivery solution

· Spent the next week attempting to speak to a manager who eventually agreed to deliver the wardrobe free of charge

· Arranged delivery date of Tuesday 16th May, between 0900hrs and 1300hrs. This involved my partner taking the day of work.

· At 1430, when the wardrobe had still not been delivered, I called customer services.  They were simply able to advise that it should have been delivered and that they would respond within 12hours.

· At 1745, received a call from the delivery company advising that it would not be delivered

· Arranged another delivery date for 19th May at 1000hrs.

· When it had not arrived by 11:15hrs, I called customer services.  After an hour speaking to various managers, arrangements were made for delivery at 1600hrs.
· The wardrobe arrived at 1545hrs
The time wasted and lack of understanding by Ikea of the disruption their poor delivery service inflicts on the customer has meant that myself and my partner are unlikely to order future products from the store, even though the actual product was more than satisfactory.

Customer Survey

Consumers

An independent survey of 20 consumers was completed.  The sample included a range of age and income profiles and was sourced from family, friends and colleagues.

[image: image1.emf]Bulk Good Customer Experience

0

2

4

6

8

10

12

14

Very Good

Good

Satisfactory

Poor Very Poor

How would you

describe your last

bulk item purchase

experience?

How would you

describe the

offering and

performance for

delivery?


The research shows that there is a general difference in opinion between overall purchase experience, which will include the price and quality of the goods, and the delivery service provided by major retailers.  Whereas the majority consider the overall experience to be satisfactory or good, the majority believe the delivery offering to be poor.  Retailers, then, are failing to provide a satisfactory solution to customers in this area.
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The maximum price that a consumer is likely to pay for the Working Households solution is crucial.  It can be seen that a price of £10-£20 would be most acceptable whilst it would be possible to push to a maximum of £20-£30.  Any more than this would mean that demand is likely to be significantly reduced.  Of course, the fact that the question stipulates a £200 bulk item (perhaps the lower end of the scale) would perhaps mean that there is scope to vary the price depending on the cost of the item but it is apparent that the price elasticity for the proposed service is always likely to be relatively small.
Retailers

The ability to offer a duel service to the retailers, as well as the final consumer is important, particularly as the consumer is likely to be sensitive to price.  Initial research in this area has been attempted but unsuccessful to date.
However, it is possible to calculate the conceptual cost savings which can be demonstrated to retailers by use of the following table and diagram:

	
	Current Method
	WHS Method

	
	
	

	Cost per item per mile
	23p
	17.5p 

	Average miles travelled per load
	60
	50

	Average number of items per load
	8
	8

	Average Cost per delivery
	£13.5
	£8.75

	Average cost per delivery including one missed appointment
	£27
	0

	Average Cost per item per mile WHS
	N/A
	25p

	Average miles travelled per load WHS
	
	5

	Av. number of items per load
	
	4

	Average cost per delivery
	
	£10

	Average cost per delivery including one missed appointment
	
	£11.25

	Total Cost of Daily Deliveries (5% return) per original vehicle
	£113.4
	£84

	Annual Cost of Deliveries (5% return) per original retailer vehicle
	£28,350
	£21,000


The table assumes an average distance for delivery currently of 60 miles one way trip to deliver an average of 8 items a day.  The mileage cost of £1.8 per mile is used which is the figure that AAG Distribution (current company) use for variable costs of day delivery rates.  This is then compared with a night-time rate of £1.4 per mile.  Requirement to attempt to redeliver goods is set at 5% which is an educated guess.

The table shows that the retailer is able to make significant savings by delivering the goods direct to a WHS warehouse and therefore take advantage of fuel economies by running at efficient times (whether this by at night or simply to fit in with vehicle utilisation)

Current Method
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Working Household Solutions Method






The WHS solution ensures that the goods are stored close to the customer which allows flexibility to the retailer (the delivery windows to WHS are effectively any time before the final delivery requirement) whilst ensuring that the ability to respond to redelivery requirement to the consumer is significantly improved.
‘Green’ Benefits

The green image is important to the success of the project.  The following information, sourced form government publications, demonstrates the social and economic importance of companies operating in an environmentally friendly way.
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The graph shows that transport is the joint second highest producer of carbon gasses within Cambridgeshire.  Therefore any project which helps to reduce the frequency and size of transport emissions will be beneficial to the government and councils.  Equally, future developments in both council transport plans (e.g congestion charging) and vehicle fuel development will offer opportunities to compliant companies.
WHS will help to reduce transport affects as the ‘last mile’ journey – the most congested and time-consuming – will be operated by the use of smaller vehicles, allowing the larger vehicles to run more efficiently and reduce the effects of return visits.  This will have a significant effect on the carbon emissions.
This assumption is further enhanced by the national planning guidance note published on transport.  The key aims can be seen below:
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The main national planning guidance for transport is Planning Policy Guidance Note 13 (PPG13), which seeks to

minimise the need to travel
concentrate high trip generating development in places well served by public transport, such as town centres
support the development of urban land before greenfield sites

integrate land use and transport policies in ways that help to reduce the growth of motorised journeys
encourage cycling and walking, and reduce reliance on the private car

sustain and enhance the vitality and viability of town centres, including the adoption of a sequential approach to
selecting sites for new retail and leisure development that favours town centre and edge-of-centre sites before
other locations.




Complying with, and achieving support of councils promoting PPG13 will ensure that the company not only promotes a positive image but is likely to transfer the positive image to all stakeholders – the consumer, the retailer, and the council.
Opportunity Assessment
Using the ‘DIFA’ assessment method, the extent to which the idea is, in fact a viable opportunity, can be briefly assessed.

Demand

The demand appears to be very clear.  Support from two customer groups to solve a common problem for mutual benefit means that, at the right price, the idea is a clear opportunity.  Both the consumer survey and the FTA research identifies that there is, currently, a great deal of dissatisfaction with bulk good delivery policies and performance of major retailers.
Innovation

The degree of innovation is considerable.  Although the FTA report discusses the fact that other last mile operators exist, there are none on a large scale, and none that operate within Cambridgeshire.  Equally, there are no real moves by the major retailers to offer greater flexibility to the consumer and, whilst this is a possibility, the cost of delivering will mean that an alternative option is likely to be desired.
Feasability

Detailed analysis of market, secondary research and financial projections have been made which show that the opportunity can be successful.  The opportunity is not capital intensive and the business model chosen, focussed on leased property and vehicles, mean that the company has the potential to respond to customer demand.  

Attraction

The opportunity is personally attractive as it will allow the use of existing skills to provide a very real solution and make an impact on society whilst providing a sound base for financial success and self fulfilment.  Whilst an initial sacrifice will be required, both financially and in time, the desire to make the opportunity succeed is significant.
SWOT
The opportunity can be analysed further using a SWOT analysis:
	Strengths

Unique

Duel customer

Strong demand

Government support

Environmentally friendly

‘Clean’ image of delivery
	Weaknesses

Middle man role

Price restricted

High standards key differentiator

Loss of retailer livery

	Opportunities

Adjacent products (working household)

Advertising options

Congestion charging (Cambridge)

UK expansion

Factory gate

Data Collection / Market Research


	Threats

Competitor replication

Retailer replication

Fuel costs

Other last mile options


The SWOT analysis shows that there is clear potential for success with the opportunity and excellent opportunities to develop the brand further – both in terms of volume and related products.  Adjacent product include expanding the brand to offer a complete range of working household solutions, from recycling options to house sitting.  The ability to offer a ‘clean image’ to an obvious (albeit ‘niche’) market is a great advantage as extra service and professionalism can easily be added to a traditionally dirty job.
However, there are some significant threats to the operation.  To begin with, even when targeting the high earners, there is a fairly limited price that can be charged for the service to the final consumer.  Equally retailers are likely to resist high rates.  High volume is required to ensure a profit which adds greater complexity.  Due to the low set up costs, the barriers to entry are also relatively low which means that a good brand image and an excellent reputation are required to stay ahead of any followers.
The following PEST analysis assesses the opportunity against political, economic, sociological and technological factors:
Political

· High priority to reduce carbon emissions

· High priority to promote working households

Economical

· Ability to increase vehicle efficiencies and reduced cost of return visits

· Reduction in working time lost and associated cost to individual and / or company
Sociological

· Contribution to management of non working time for maximum effectiveness for time for working households

· Reduced number of Large Goods Vehicle in residential areas with associated safety and environmental benefits
Technological

· Use of internet to offer effective solution to duel customers
· Potential to adopt new technology green vehicles to benefit all stakeholders
The PEST analysis shows that there are a number of wider benefits to the opportunity beyond the simply economic performance.  The opportunity has the potential to positively affect the environment and society in which it operates.

Opportunity Assessment

The following opportunity assessment presents a more detailed view of the opportunity.
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The opportunity assessment takes five key elements and charts the Working Households Solutions Ltd opportunity against them.  The scores can be seen fully in the Appendix.  The ‘return’ element shows that high returns on investment are expected.  This is because the whole operation is based on a £50,000 loan with a quick succession to profit of c. £13,000 per month.  Indeed the growth has the potential to be substantial with increased volume reliant only on the capacity of the transportation, warehouse or storage.
The ‘risk’ element is a medium risk because there are minimal assets within the business which could be sold on.  However, the market and competition have been well researched and key competencies exist within the business which mean that the risk is minimised.

The ‘investment’ element is relatively high because of the funding requirement through loan and the fact that the opportunity will take up a significant amount of personal time and energy.  However, this needs to be mitigated against the other elements and are all manageable within the plan.
The ‘time’ element is a positive indicator as it shows that return on investment is expected swiftly whilst also anticipating continued profitability.  This will only increase as potential adjacent markets are explored which will all add value on top of the initial investment.  A strong competitor is the main threat to this element so continued development and market analysis is required to ensure success.

Finally the ‘change’ element shows that the opportunity promotes a relatively high level of change within the industry and by creating potential new markets.  Whilst this means that the task is not straight forward, the rewards are clearly high.

The Opportunity Assessment model helps to identify that there are a number core strengths to the opportunity and that there is excellent potential.  Whilst the model also indicates that the task of managing the business is likely to be relatively complex, this can be justified and managed to ensure that the company is a success.
Opportunity Selection

The opportunity selection model assesses the opportunity against six key elements – market, innovation, strategy, people, investment and learning.  The completed assessment can be seen in the Appendix, the results are as follows:

	MARKET
	INNOVATION

	6 factors

total: 6
	6 factors

total: 4

	STRATEGY
	PEOPLE

	4 factors

total: 4
	4 factors

total: 4

	INVESTMENT
	LEARNING

	5 factors

total: 5
	5 factors

total: 5

	
	

	30 factors

Total  for all 6 clusters: 28
	93%


The scores returned identify that there is strong potential for the opportunity.  The only areas in which there is area for monitoring is within ‘innovation’ where it cannot be argued that the technology used is different in any way nor can the intellectual property be secured.  To overcome these issues it is important that relationships are built with both retailers and consumers to protect market share whilst there is a possibility to invest in ‘green vehicles’ in the future which would ensure technology is differentiated.
Key Differentiators
To summarise, there are a number of key differentiators of the opportunity:

· Duel offering / benefits

· First to market

· Government / council support

· Environmentally friendly

· ‘Clean’ Delivery

Marketing Plan

The market size is significant with over 50% of households empty during the week and the majority using large retailers to deliver bulk goods, a potential 54,000 people in Cambridge could be interested in the service, 276,000 in Cambridgeshire and, ultimately, 29.4million in the UK.

However, due to the sensitivities of the maximum price people are willing to pay, it is likely that a niche market of the top earning 25% of the working population will be targeted as those more likely to purchase the service.

All large retailers are to be targeted with individual deals / arrangements made with each.

The key products can be seen in the following simple marketing matrix.
	 
	Consumer
	Retailer

	Bulk Good Delivery
	60%
	40%

	Bulk Good Installation
	100%
	0

	Bulk Good Handling
	0
	100%


It can be seen that, whilst the core function relies on operating as a service between the retailer and the consumer, the products are viewed and priced separately.  
The marketing mix for the overall business offering is seen below.
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The marketing Mix shows that the aim of the company is to add value at all levels and to innovate not only with the product but to be flexible and ‘different’ with all elements.  Perhaps the most important elements of the mix are those of ‘Process’; ‘ Physical Evidence’ and ‘People’ as it is the intention to create a unique ‘link’ between consumers and retailers through a slick process which is linked to the retailers systems, by investing in high quality people who are encouraged to be ‘associated’ with the community in a positive way and, generally by adding an increased value through focussing on maximising the consumer experience of bulk goods purchasing.
Advertising

A small budget has been provided to ensure that advertising is effective.  This will be in the form of leaflet drops at homes and workspaces and local publicity events, such as radio.

However, the key promotion activity is planned to be through retailers own websites with direct links provided on the websites to WHS Ltd’s own website with contact details and automated ordering service.

Equally important, will be the association to the council under the ‘green image’ which will allow for publicity accordingly.

Market Research
The majority of market research will be conducted personally in order to advertise the new company and forge a bond with the local community.  This will be centred around questionnaires and interviews with consumers as well as meetings with the council and retailers.  The aim is to work with the stakeholders to maximise the chances of meeting and exceeding customer expectations.  Personal contact with the stakeholders will be continued indefinitely so as to ensure that the products provided remain superior to the competition and in order to maximise the positive standing within the community.

Strategy

Direction

The strategic position of the company will be highly competitive.  Whilst the demand is significant, the major risk is the low barriers to entry and so the company will be focussed on monitoring competition and responding aggressively.

The initial strategy is to create a working household solutions company, with the focus being on bulk purchase delivery.  Opportunities for expanding the brand from this initial point will be actively sought.  A green image will be marketed and remain core to the business ethics.
Equally, as the profits will rely on high volume sales, opportunities to expand the territory covered, initially restricted to a 20mile radius of Cambridge city centre, will be investigated and analysed continuously.

Ultimately, the company is intended to provide a secure means of personal wealth and enjoyable environment for all staff for a considerable number of years.  The exit strategy, currently, would be to be purchased by another company for a considerable return on the initial investment.  However, this would be reviewed as circumstances change and the strategy amended accordingly.
Key Objectives

The key objectives at the project are as follows:


By Year 1

· Achieve profitability within 6 months

· Secure two major retailer agreements

· Achieve brand recognition of >50% within Cambridge

· Achieve 98% satisfaction rating from consumers

By Year 5

· Expand bulk delivery service to five further towns / cities

· Secure four further retailer agreements

· Achieve brand recognition of > 85% within Cambridge

· Achieve brand recognition of > 50% within new towns / cities

· Achieve superior ‘quality for money’ performance than identified competitors
· Implementation of five new adjacent products
What does success look like?

Success is identified as a profitable company which provides a personally improved quality of life and provides a positive contribution to consumers in the communities in which the company operates.
Competition
Competition will be dealt with in a number of ways:

1. First to market. 
Quick relationships are required with retailers and the local 

communities to establish the company as a household name and positive contributor working households lives.

2. Flexible Operation
The company will operate in a way which will allow flexibility 

of vehicle numbers and warehouse space to cope with demand and aggressively attack competition.  This will include reduced prices where affordable but focus primarily on providing the best possible service.

3. Market research
Time and effort will be spent thoroughly researching the 

customer demand and maintaining links to ensure the products are market leaders
4. Loyalty Schemes
Discounts will be offered to retailers offering exclusive 

agreements and consumers who regularly use the service
Balanced Scorecard

The business will be run using the balanced scorecard principle.  This will ensure that all parts of the business are monitored equally and strategy amended and implemented accordingly.

	Vision:  To be the UK household name for all working household solutions

	Customer
	Process
	Learning and Growth
	Financial

	· On Time In Full (98%)

· Customer Satisfaction (98%)

· Retailer Satisfaction (98%)

· Customer complaints (0) 

· Website hits (> competition)
· Brand Recognition (>50% yr 1)

· Quality for money survey (95%)
	·  Order requirement accuracy (98%)

·  Website availability (99%)

·  Warehouse availability (1700-0500 – 95%)
· Vehicle availability (100%)

· MPG (20+)

· Carbon Emissions (5% reduction per vehicle per year)

· Damage rates (0)
	·  Number of Retail clients (2)

· Number of customers per week (120)

·  Training of employees (100%)

·  Number of new Opportunities identified (1 per month)

·  Up-selling opportunities sourced (20%) 
	·  Turnover (£27k pcm)
·  Contribution by retailer (£10k pcm)
·  Contribution by consumer (£17k pcm)
·  Profit (£50k, double year on year)


Operations Plan
The following simple operations plan identifies the regular process for providing the added value between retailers and consumers.  At every level, attention to detail and superior service is required to justify the additional cost.

An important aspect of the arrangement is the confirmation of receipt of goods by WHS to both the retailer and the consumer.  This will ensure that progress information is given to keep all parties informed but also confirms who is responsible for the goods at any given time.  Until the confirmation is given by WHS, the retailer is responsible, after the confirmation WHE is responsible.
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Deliveries
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The deliveries will be made using a Ford Transit Van.  This will not only ensure that emissions are kept to a minimum but will be a cost effective way of coping with demand in the first six months of the business.  After that, either a further transit van will be added or a box van which will take more product.  The ultimate combination will only be known with experience but, by leasing the vehicles, flexibility of fleet is built in.  Stair-Climber sack barrows will be used to ensure that the majority of products can be delivered by one person.  Larger items will need to be planned so that two people are available to deliver.
Warehouse
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The warehouse will be based in the centre of Cambridge city centre in order to minimise the number of journeys required by WHS during peak delivery time.  The delivery by the retailer will also be more efficient however, as it is anticipated that the majority of retailers will take advantage of the 24 hour delivery slots (when booked in advance) and deliver during the night in order to maximise their fleet efficiencies.  This will mean that traffic in the city centre will be minimal.
Internet
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The internet will be a key source of information / advertising and order processing, particularly as the business expands.  Whilst initially orders and plans will be created manually, ultimately an effective website will automate the process whilst also providing opportunities to upsell other working household solutions.

Links from partner retailer sites will also ensure that new business is sourced in a cost effective way whilst also allowing retailers (and eventually consumers) instant visibility of the order progress.
Evening / night time
It is anticipated that peak times for receiving goods from retailers will be between 1700hrs and 0500hrs whilst peak times for consumer deliveries will be between 1800hrs and 2100hrs and all day Saturday and Sunday.  As such ‘cover’ will be guaranteed at these times by personal presence and driver / warehouseman cover.  As the fleet and number of staff expand shifts will be staggard to ensure coverage in the warehouse, vehicles and office.  Initial temporary / family assistance may be required in emergencies to cover demand in the early days.
Damage
An important consideration is the issue of ownership of the goods.  Insurance will be taken out for damage caused to the product whilst on WHS property or by a WHS employee.  However, the ownership of the goods will always remain with either the consumer – if they stipulate the delivery of goods by a non-partner retailer – or the retailer – if ordered through a partner retailer.
Terms and conditions will make it clear that WHS are not ultimately responsible.

However, obviously this is an area which could ultimately jepordise the consumer or retailer confidence in the service.  As such, visual inspections will be made of goods on arrival to the warehouse and potential damage recorded.  Equally, damage rates will be a key measure in order to minimise.

People Plan
Clearly, in an added value service offering such as this opportunity, the people are key to success.
Personal Experience

Experience

· Operations Support Manager for Distribution Company – 2 years

· Health and Safety Manager for Distribution Company – 4 years

· Customer Services Support Manager – 1 year

Education

· MBA

· Diploma in Safety Management

· CPC (required to operate a fleet of vehicles)

· Geography (BA) Degree
The mix of theoretical and practical experience means that there is a high level of understanding of the distribution industry.  Responsibilities have included transport depot operation, load planning, warehouse management, strategic planning and budget control.  The MBA has also provided an in depth knowledge of strategic issues and financial management whilst the CPC ensures that the company would be able to operate a fleet of vehicles.
The personal capabilities assessment (appendix) shows that, with a score of 98% for entrepreneurial capabilities and 95% for managerial capabilities, there is significant personal confidence to achieve the plan and ensure the operation is successful.  
Employees

Initially the operation would operate with one other employee.  This employee would primarily be employed as a delivery driver but would also be expected to receive deliveries in the warehouse and respond to customer orders.  

As the company develops, additional staff will be added, including a dedicated Warehouse Manager (potentially the existing employee) and drivers to cope with the volume.

· Initially

· JC – Warehouse, Customer Service

· 1 * Driver

· Flexible relief

· Future

· Employ Warehouse Manager

· Drivers as demand requires

Training
A high level of training will be completed for all staff.  The minimum requirement expected on recruitment will be a full driving licence suitable for 17.5tonne vehicles combined with a positive attitude!.  The main training over and above that will be specific task-based manual handling training to ensure that the risk of injury is minimised.
A typical induction training would be as follows:

1. Health & Safety / Fire procedure communication

2. Tour of site

3. Tour of Cambridge city and key delivery areas

4. Presentation of company objectives, vision and balanced scorecard approach

5. Task-specific manual handling training

6. Two days work shadow

7. Competency assessment – warehouse, delivery, customer service
Resources

Warehouse

A warehouse has been sourced at the following address:

· 30 Coldhams Road, Cambridge city centre



This is an excellent location in the middle of the city with good access routes to the M11 and A14.  The size is also sufficient to allow expansion within the first year.
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Key features of the site include:

· 6,000 sq ft of warehouse space

· Roller shutter door access
· Secured site and alarmed building

· Offices, kitchen and WC facilities
Van

The Ford Transit Van chosen is available to rent through the Bank of Scotland Finance at the following rates:

· 12months rent @ £1638 + £546 per month 

· Including maintenance for 12 months

· 40,000 max mileage (6.5p per mile after)

The inclusion of maintenance will ensure that breakdowns are kept to a minimum and planned maintenance can be catered for by using daily rental vehicles.
Financial Plan

The company will be set up as a limited company in order to limit the personal liability.  VAT tax will not be paid in the first year as earnings are forecast to be under the threashold / compliance laws.

Funding
The entire funding required will be a £50k bank loan which has been secured from Lloyds TSB at the following rates:


Amount:

£50,000


APR %:

11.5


Interest Paid:

£14,111.2


Total Payable:

£64,111.2


Monthly Payment:
£1068.52

Whilst this is a relatively high rate, it takes into account the relative risk.  This may be reduced by securing an element of the loan against personal property.

	Short Term Finance
	Medium Term Finance
	Long Term Finance

	
	
	

	Overdraft
	£50,000 bank loan
	Retained profits

	
	
	


The plan is to use overdraft facilities to cope with initial cash flow shortages and to rely on the loan to pay for the first few months’ warehouse rents and the down-payment on the van rental.  The projected profit for the company then allows long-term finance to be funded by retained profits which are predicted to be £47k at the end of year 1.
Payment Terms
Payment terms will be offered to retailers at 30 days.  This has been accounted for within the profit and loss forecast.  Consumers will not be offered any credit and will be required to pay for the service in advance.  This will be automated via the booking process.

Profit & Loss Forecast
The full P&L forecast can be seen in the Appendix.  
[image: image13.emf]Gross Profit Forecast

£392

£4,448

£5,413

£6,466

£7,520

£16,596

£19,704

£21,810

£24,090 £24,090 £24,090 £24,090

0

5000

10000

15000

20000

25000

30000

Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug

Month

Profit (£)


The Gross Profit forecast shows that profit will be made immediately.  This is due to the fact that, in an effort to remain flexible, all items are leased – e.g warehouse and vehicle.  All other costs are variable and linked to sales.
[image: image14.emf]Cumulative Net Profit Forecast

-£12,659

-£17,724

-£21,824

-£24,871

-£26,864

-£22,530

-£14,188

-£3,740

£8,988

£21,716

£34,444

£47,172

-40000

-30000

-20000

-10000

0

10000

20000

30000

40000

50000

60000

Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug

Month

Profit (£)


The net profit shows that profitability is reached in month seven.  Initial investment in office equipment and marketing mean that the first six months will return a negative profit but this is covered by the £50k loan and overdraft facility.
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The turnover forecast shows that sales are planned to steadily increase as advertising and reputation increase.  In month six, a second vehicle and driver is planned to enable the doubling of sales (sales are restricted to maximum number of deliveries possible in a day).  
Cash Flow Forecast

The full Cash Flow Forecast can be seen in the Appendix.
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Net cash flow shows that the loan is cashed in month one and positive cash flow is achieved in month six.  Sufficient funds are in place to ‘cover’ the first few months which then enables a healthy cash surplus of c £12k per month.
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The cumulative cash flow shows that the lowest point reached is c £30k in funds.  This allows for a degree of security and flexibility in the plan.  A closing balance of £99k at the end of the year shows a healthy return on the initial investment.
Balance Sheet Forecast

	Balance Forecast
	 
	 
	 

	 
	 
	 
	 

	Fixed Assets
	 
	 
	£0

	 
	 
	 
	 

	Current Assets
	 
	 
	 

	Stock
	£0
	 
	 

	Debtors
	£10,320
	 
	 

	Cash / Bank
	£98,917
	 
	 

	 
	£109,237
	 
	 

	 
	 
	 
	 

	Less current liabilities
	 
	 
	 

	Creditors
	£9,485
	 
	 

	 
	 
	 
	 

	Net Current Assets
	 
	 
	£99,752

	 
	 
	 
	 

	Net Assets
	 
	 
	£99,752

	 
	 
	 
	 

	Funds
	 
	 
	 

	P&L Account
	£49,752
	 
	 

	Loan
	£50,000
	 
	£99,752


The basic balance forecast identifies that the company will quickly become supported by retained profit which is a positive position.  However, there is an element of risk as there are no fixed assets which can be cashed if required.  The whole enterprise, then, relies on a continued high volume of sales.  Future investments in either property or other enterprises may be considered in the future in order to spread the risk further.
Breakeven Analysis

The break-even point for the forecast sales is calculated at £47,172.  This equates to six months of trading which is manageable.  This allows excellent opportunity for maximisation of profits but also minimises the risk as there is opportunity to recover sales if less than planned.
‘3 R’ Assessment

The 3 R Assessment is an analysis of the three fundamental questions in business:

1. Will the business make a Return?

2. What are the associated Risks?

3. Does the business have the Readies (i.e cash) to trade?

In short, the answer to all three is positive.  There is a healthy return associated with the proposal and the cash flow is quickly positive. There is some risk as the company relies solely on sales turnover supported by a single loan but the forecast allows for a considerable amount of flexibility and does not include further options for product development.
Business Model
The following business model shows the business as a snap-shot in time.  The figures are calculated for the predicted performance after twelve months of trading and do not take into account variance in sales either previously or after.  The model can be used as a quick summary of the business potential but detailed analysis is made within the cash flow forecast and profit and loss forecast (see appendix).


[image: image18]
Action Plan

The following action plan provides a summary of work required up to and during the company set up
	Action
	Description
	Target Date

	
	
	

	Contact retailers and arrange meetings
	Essential to ensure that retailer support is harnessed
	1st July 2006

	Secure funding from bank
	Initial offer made but business plan to be fully analysed before loan to be released
	1st August 2006

	Sign contract on Warehouse
	Key resource
	1st August 2006

	Sign contract on Van
	Key resource
	1st August 2006

	Agree advertising launch campaign and implement
	Initial ‘bang’ required to create initial sales
	1st August 2006

	Recruit driver
	Key resource
	1st August 2006

	Pilot service
	Identify areas to improve before ‘go live’
	1st July 2006

	Set up balanced scorecard system
	Performance management tool
	1st July 2006

	Establish process tools
	Key resource
	1st August 2006

	Purchase computer and office furniture
	Key resource
	1st August 2006

	Investigate and secure insurance for activities
	Important element to minimise unforeseen costs
	1st July 2006

	Draw up legal terms and conditions
	Important security measure
	1st July 2006

	Develop Internet site
	Important for future progress
	1st August 2006


APPENDIX

1. Opportunity Selection Model
2. Personal Assessment

3. Warehouse Details

4. Van Rental Detail
5. Cash Flow Forecast

6. Profit & Loss Forecast

7. Carbon Trust Detail

	High value opportunity
	MARKET
	Low value opportunity
	
	High value opportunity
	INNOVATION
	Low value opportunity

	Able to access market of growing size & value

x
	Market growth
	Limited growth potential in smaller markets
	
	Able to lead the market using prior experience

x
	Innovation leadership
	Learn as you go along to catch up 

	Known, identifiable customers in defined market sector

x
	Customer base
	Limited or non-specific customer base 
	
	Application solves a problem informed by customers needs

x
	Innovation related to customer needs 
	Application does not solve customers real problem 

	Customer reliance on product increasing over time 

x
	Customer reliance & convergence 
	Customers not reliant on product, divergent from their needs 
	
	Differentiated technology - optimal performance & cost benefits 
	Technology differentiation


	Undifferentiated  technology - marginal performance & cost improvement

x

	Trust & open relationships with clients; compatible practices

x
	Customer Interaction
	Adversarial customer relationships; lack of fit
	
	Strong IP protection with clear ownership & control, hard to copy


	Intellectual property
	Weak or no IP protection - can be copied 

x

	Long term partnerships within strong supplier & technology networks 

x
	Partnering & networks
	One-off relationships within weak networks
	
	Opportunity to be first to market 

x
	Speed to market
	Follower to market 

	Unique advantages & strengths apparent in relation to competitors

x
	Competition
	Undifferentiated from competitors, forced to 

compete on price
	
	Implementation feasible; challenges can be overcome

x
	Feasibility of implementation 
	Difficult to implement with many obstacles

	
	
	
	
	
	
	

	High value opportunity
	STRATEGY
	Low value opportunity
	
	High value opportunity
	PEOPLE
	Low value opportunity

	Have a strategy to create & grow business

x
	Business growth
	Limited purpose and scope to build a business 
	
	CEO shows leadership in innovation  

x
	CEO leadership
	CEO not an innovative leader

	Multiple strategic & exit options

x
	Strategic options
	Single or limited exploitation options
	
	Management team skilled, compatible & motivated to achieve

x
	Management team effectiveness


	Team lack management skills, fit & motivation  



	High value creation from high profit margin & cash generation

x
	Value creation
	Low perceived value & profit margin
	
	Able to use prior experience & knowledge of industry

x
	Contextual experience 
	No pre-knowledge of industries or technology

	Superior business model 

x
	Innovative business model
	No advantage over existing business models
	
	Able to recruit experienced people from within industry 

x
	Staff capability
	Experienced & capable staff not available

	
	
	
	
	
	
	

	High value opportunity
	INVESTMENT
	Low value opportunity
	
	High value opportunity
	LEARNING
	Low value opportunity

	High return & profitability in relation to investment

x
	Investment-reward


	Low financial return for investment
	
	Independent control of business direction 

x
	Independent control
	Not in full control of the business 

	Attractive to potential  investors with growing equity value

x
	Investor attraction 
	Unattractive to investors offering limited increase in equity value 
	
	Personal vision & confidence in business potential 

x
	Personal vision
	Self doubt & lack of  scope to succeed

	Acceptable risk of loss in worst case scenario 

x
	Risk
	Unacceptably high downside risk 
	
	Able to reduce margin between success & failure

x
	Incremental learning
	Unable to reduce margin of effectiveness 

	Commercially viable with predictable breakeven & cash flow 

x
	Viability & cash flow 
	Unpredictable cash flow, unlikely to achieve viability 
	
	Intuition, knowing the right thing to do

x
	Intuition
	Does not feel right - bad past experience 

	Long term opportunity & income stream

x
	Timescale
	Short term timeframe & rapid exit strategy 
	
	Able to practice ethical framework & values 

x
	Ethics
	Non-ethical exploitation


Personal Assessment

	Cluster
	Entrepreneurial Capabilities
	Assess

ment

	Personal organisation


	· Set & plan to achieve personal and business goals

· Take personal responsibility for the outcomes and consequences of my actions

· Plan and use time productively to achieve my goals

· Apply energy and dynamism to achieve results effectively

· Apply self awareness of personal strengths & limitations to achieving goals

· Seek creative and effective ways of solving problems and meeting needs

· Manage stress and pressure which may result from uncertainty and investment of effort


	4

4

4

4

4

4

4



	
	Total score out of 28
	28

	Interpersonal interaction


	· Grow and maintain networks of social and industry contacts

· Find out what is important to people and understand their perspectives

· Influence and persuade people to understand, accept and trust my point of view

· Negotiate and conclude agreements with people

· Lead individuals and groups to achieve common goals

· Coach and provide feedback to people on their behaviour and performance


	4

4

4

4

4

3



	
	Total score out of 24
	23

	Investigating opportunity


	· Identify and investigate the potential value of new opportunities

· Investigate and develop options for exploiting opportunities

· Identify resources which could be connected to exploit opportunities

· Assess, evaluate and select the opportunities which offer greatest potential


	4

4

4

4

	
	Total score out of 16
	16

	Applying innovation


	· Identify new possibilities and apply creative thinking to initiate new products, services and processes

· Connect needs resources, knowledge and technologies to create new products, services and processes

· Develop innovations which can be applied to solve customer problems and meet actual and potential needs

· Ensure innovations can be produced to meet customer requirements and expectations


	4

4

4

4

	
	Total score out of 16
	16

	Strategic venture planning


	· Propose a strategic vision and strategic plan for the future development and growth of a venture

· Prepare a credible business proposal to gain support from and identify the benefits to investors, partners, customers and other stakeholders

· Define a realistic business model which will enable a venture to meet customer requirements and create value from the opportunity

· Identify and plan the resources needed for the launch and development of a venture: what will be required, when and potential sources

· Identify and assess the strengths & weaknesses of competitors and differentiate a venture from these in ways customers will value

· Identify the critical factors for success of a venture and integrate these into the venture strategy and business model so that they can be achieved


	4

4

4

4

4

4

	
	Total score out of 24
	24

	Market development


	· Identify markets, segments and their characteristics

· Find out actual and emerging customer needs, preferences and decision making criteria

· Develop and implement marketing plans to communicate and sell to target customers

· Contact, meet, present to, negotiate with and sell to customers

· Set targets and monitor performance for sales

· Review and evaluate the effectiveness of marketing plans 


	3

3

4

4

4

4

	
	Total score out of 24

Final score out of 132

Divide your score by 132 and multiply by 100 to give a percentage
	22

98%


	Cluster
	Management Capabilities
	Assess

ment

	Leading and managing people
	· Develop and communicate a clear mission, direction and core values for the organisation which everyone can relate to their work

· Ensure effective, clear and regular two-way communications with everyone in the organisation

· Develop and implement effective Human Resource Management systems (e.g. for employment and performance management) which meet organisational and statutory requirements

· Ensure every manager in the organisation is aware of their responsibilities for managing people effectively

· Ensure all employees have access to development and training opportunities to meet organisational, personal and statutory requirements


	3

3

4

3

4

	
	Total score out of 20
	17

	Managing organisation and operations
	· Create an organisation structure able to support achievement of the business goals

· Define key responsibilities within the organisation and ensure these are filled

· Define and implement the key processes to provide the product or service effectively, efficiently and in line with customer expectations

· Define and introduce performance measures to monitor effectiveness, efficiency and quality

· Introduce and maintain systems and methods to continuously improve performance, cost and quality


	4

3

4

4

4

	
	Total score out of 20
	19

	Managing finance and resources
	· Plan the financial requirements of the business to meet its business goals

· Plan and monitor financial performance of the business against key targets

· Plan to meet investor and lender requirements for their interest in the business

· Develop systems to plan and monitor (one score):

· Breakeven, viability and profitability overall and of individual products, services and key accounts or operations

· Resource requirements and liabilities of contracts are identified and can be met

· Investment and working capital requirements

· Cash flow

· Debtor and creditor payments and timescales

· Ensure statutory financial reporting requirements are met, e.g. accounting, taxation and VAT


	4

4

4

4

4

	
	Total score out of 20
	20

	Responsible management
	· Display sensitivity to stakeholder interests, concerns and expectations of the businesss

· Identify legislative and statutory requirements for the business and monitor evidence of compliance with these

· Maintain dialogue with community and media organisations to ensure people in the business are aware of their interests and respond effectively to them

· Ensure the business develops and implements appropriate policies and practices in relation to social, environmental and ethical responsibility, equality of opportunity and diversity


	4

4

4

4

	
	Total score out of 16

Final score out of  76

Divide your score by  76 and multiply by 100 to give a percentage
	16

72

95%


	Cash Flow Forcast
	
	
	
	
	
	
	
	
	
	
	
	

	 
	Sep
	Oct
	Nov
	Dec
	Jan
	Feb
	Mar
	Apr
	May
	Jun
	Jul
	Aug

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Receipts
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Cash Sales
	2752
	3486
	4128
	4859
	5590
	12642
	14104
	15566
	17200
	17200
	17200
	17200

	Cash From Debtors
	0
	1720
	2150
	2580
	3010
	3440
	7740
	8600
	9460
	10320
	10320
	10320

	Capital Injection
	50000
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Total Receipts (a)
	52752
	5206
	6278
	7439
	8600
	16082
	21844
	24166
	26660
	27520
	27520
	27520

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Payments
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Salaries / Wages
	0
	3750
	3750
	3750
	3750
	5416
	5416
	5416
	5416
	5416
	5416
	5416

	Rent / Rates / Water
	1638
	3927
	3927
	3927
	3927
	3927
	3927
	3927
	3927
	3927
	3927
	3927

	Insurance
	417
	417
	417
	417
	417
	600
	600
	600
	600
	600
	600
	600

	Repairs
	250
	250
	250
	250
	250
	400
	400
	400
	400
	400
	400
	400

	Heat / Light / Power
	250
	250
	250
	250
	250
	250
	250
	250
	250
	250
	250
	250

	Postage / Printing / Stationary
	100
	100
	100
	100
	100
	100
	100
	100
	100
	100
	100
	100

	Motor and Travel
	430
	538
	645
	753
	860
	1936
	2150
	2366
	2580
	2580
	2580
	2580

	Telephone
	300
	300
	300
	300
	300
	350
	350
	350
	350
	350
	350
	350

	Professional Fees
	0
	2000
	100
	100
	100
	100
	1000
	100
	100
	100
	100
	100

	Capital payments
	0
	3000
	0
	0
	0
	0
	1000
	0
	0
	0
	0
	0

	Loan Interest and Charges
	0
	0
	854
	854
	854
	854
	854
	854
	854
	854
	854
	854

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Total Payments (b)
	3385
	14532
	10593
	10701
	10808
	13933
	16047
	14363
	14577
	14577
	14577
	14577

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Net Cash-Flow (a-b)
	49367
	-9326
	-4315
	-3262
	-2208
	2149
	5797
	9803
	12083
	12943
	12943
	12943

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Opening Bank Balance
	0
	49367
	40041
	35726
	32464
	30256
	32405
	38202
	48005
	60088
	73031
	85974

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Closing Bank Balance
	49367
	40041
	35726
	32464
	30256
	32405
	38202
	48005
	60088
	73031
	85974
	98917


	Profit & Loss
	
	
	
	
	
	
	
	
	
	
	
	

	 
	Sep
	Oct
	Nov
	Dec
	Jan
	Feb
	Mar
	Apr
	May
	Jun
	Jul
	Aug

	Receipts
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Sales (net of VAT) (a)
	4472
	5636
	6708
	7869
	9030
	20382
	22704
	25026
	27520
	27520
	27520
	27520

	Less:
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	     Cost of Materials
	4080
	1188
	1295
	1403
	1510
	3786
	3000
	3216
	3430
	3430
	3430
	3430

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Gross Profit (b)
	392
	4448
	5413
	6466
	7520
	16596
	19704
	21810
	24090
	24090
	24090
	24090

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Overheads
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Salaries
	3750
	3750
	3750
	3750
	3750
	5416
	5416
	5416
	5416
	5416
	5416
	5416

	Rent / Rates / Water
	5565
	3927
	3927
	3927
	3927
	3927
	3927
	3927
	3927
	3927
	3927
	3927

	Insurance
	417
	417
	417
	417
	417
	600
	600
	600
	600
	600
	600
	600

	Heat / Light / Power
	250
	250
	250
	250
	250
	250
	250
	250
	250
	250
	250
	250

	Professional Fees
	2000
	100
	100
	100
	100
	1000
	100
	100
	100
	100
	100
	100

	Interest Charges
	1069
	1069
	1069
	1069
	1069
	1069
	1069
	1069
	1069
	1069
	1069
	1069

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Total Overheads ( c)
	13051
	9513
	9513
	9513
	9513
	12262
	11362
	11362
	11362
	11362
	11362
	11362

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Trading Profit (b) - ( c)
	-12659
	-5065
	-4100
	-3047
	-1993
	4334
	8342
	10448
	12728
	12728
	12728
	12728

	Less: Depreciation
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Net Profit before tax
	-12659
	-5065
	-4100
	-3047
	-1993
	4334
	8342
	10448
	12728
	12728
	12728
	12728

	Cumulative net profit
	-12659
	-17724
	-21824
	-24871
	-26864
	-22530
	-14188
	-3740
	8988
	21716
	34444
	47172


Carbon Trust
The following information about The Carbon Trust is taken from http://www.carbontrust.co.uk/commercial/venturecapital/
Can your venture provide commercial returns and carbon abatement?
The Carbon Trust is a co-investor of choice in the low carbon technology field. We specialize in identifying and investing in early stage technologies and credible management teams with the ability to create and deliver 'low carbon' businesses. The Venture Capital team is strongly supported by in-house technical and strategy groups as well as a wide network of specialists.

For all venture capital deals the Carbon Trust works with other venture capital and private equity firms as co-investors. 
If you have a technology that has commercial potential, can demonstrate its feasibility and have potential co-investors in place then you may be of interest to us. Typically we invest between £250k-£1.5m per deal as a minority stakeholder alongside private sector investors on the same terms. 
The Low Carbon Technology Assessment (LCTA) indicates where the Carbon Trust's intervention (funding, coordination and expertise) will have the greatest material impact. Projects that fall within the 'focus' and 'consider' areas of the diagram below comprise the core of the investment portfolio and directly meet our strategic objectives. Individually excellent projects in the other areas will of course be considered, however an exceptionally strong case will need to be presented.
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The Carbon Trust's Venture Capital Process
The process is rigorous and extremely competitive; there are criteria to be met at each stage and if they are not, you will be rejected (see diagram). 
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'It is our objective to catalyse deals that will build sectors that are vibrant and self-sustaining. We fund novel and clean technologies that offer efficient solutions to meet a clear and growing demand.' 
Russell Pullan, the Carbon Trust 

Links specific to Venture Capital at the Carbon Trust: 
Selection Criteria Guidelines 
Co-Investor 

If you wish for your business plan to be reviewed by the Carbon Trust then you should send an executive summary of the business plan to invest@thecarbontrust.co.uk
Before submitting any proposal to the Carbon Trust all applicants should read and be aware of the guidance for companies produced by the British Venture Capital Association (www.bvca.co.uk –see publications, A Guide to Private Equity).

	

	
	


Total Costs:	£149k


Gross profit:	£286k


Net profit before tax: £137k





Gross profit margin: 89%


Net profit margin:     43%


ROI:                          60%


Break Even Point:     £171k





Projected Growth





Double turnover year on year for two years





Sales Year 2: £320,000





Sales Year 3: £640,000


 





Fixed Costs





Finance costs: £50k loan 


   @ 7% p/a: £13k


Warehouse & Office 


   premises @ £40k Insurance @ 5k


Salaries:  JC Salary @ 


   £25k; 1 Drivers @ £20k 


   = £45k


Marketing: £4k


Vehicle Rent @ £1638 + £550 per 


   month: £8k





Total fixed costs:  


   £115k





Variable Costs





Average Fuel per 


   delivery @ £5: £15k


Materials (computer, office equip.etc): £4k





Total variable costs: £34k


   £34k








Customer Benefits





Group 1: Saved Time / saved holiday; installation – bulk goods


Group 2: Efficient delivery mileage; reduced wasted journeys








Customer Group





Group 1: Working consumer of bulk goods – solution for receiving deliveries


Group 2: Efficient management of last mile delivery to major retailers





Sales Income





120 deliveries per week @ 


   £30 each = £180k


20 installations per week 


   @ £20 each = £20k


120 orders per week 


   management fee 


   (Retailer) @ £20 each: 


   £120k





Total Income: £320k











4) WHS Store Goods in Warehouse





3) WHS Confirm Receipt to Retailer and Consumer via e-mail or telephone





2) WHS Arrange Delivery Window with Retailer





1) Consumer Confirms Delivery Date with Retailer





3) WHS Load Goods on Van





2) WHS Confirm Receipt to Retailer and Consumer via e-mail or telephone





1) Retailer issue dated delivery list to WHS





5) WHS Install if required





4) WHS Deliver





3) WHS Store Goods in Warehouse





2) WHS Arrange Timed Delivery





Non-Partner Retailer





Partner Retailer





Consumer





WHS  Return Delivery





WHS Delivery





Original Delivery





Original Delivery





Return











Marketing Mix





Product





Duel customer


Time-specific delivery


Customer contact





Promotion





Retailer internet


Local advertising


Personal sales with retailers





Price


Differential advantage


Duel customer


Volume / contract discounts





Process


Highly visible


Interconnected with retailers


Personal





Physical Evidence (ambiance)


High awareness


Considerate distribution





People


Highly trained


Personable


Integral members of community





Place / Distribution


New distribution channel


Flexible


‘Green’














Opportunity Selection Model





1) Consumer contacts WHS via internet booking or phone
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