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1.
Market research

Investigating the market for a new e-commerce business, it is prudent to first look at the position and potential for businesses in this relatively new and dynamic area.

Using data from Key Note Reports and Statistical Data from Mintel Marketing Reports there are various factors which will impinge on the success of this venture:

· There are now 7 million Internet users in the UK as at the end of 1999, a rise of 2.2 million from 1998.

· Computer ownership is within reach of a larger percentage of the population due to the dramatic drop in the price of computer memory chips. 

· A whole spate of free Internet Service Providers and competitive phone charges available to the consumer.

· Faster connection technology reduces the waiting time for connection.  This was felt to be a barrier to getting on-line.

· Predictions are that the Market will grow for Internet Businesses from £548m in 1998 to £1.12Bn in 1999, with projections of £6.21Bn by 2003 (growth of 456.5% between 1999-2003, the main area of growth being e-commerce.)

· The number of Individual accounts will rise from £4.8m to £12.9m in 2002.

Possible obstacles to the rapid growth of this sector are:

· Security of transactions on-line.  Worries of consumers about fraud and personal information passed on.

· Government interference with legislation and taxation, possibly expensive for small businesses to adhere to.

· Slow introduction of the fast access technology infrastructure needed to keep up the growth momentum.

1.1
Market Factors in Sporting Goods Retailing

Mintel reports shows a rise in consumer spending on leisure goods. From 4.6% in the late 1980’s to 5% in the late 1990’s. 

Spending on sports goods is on the increase, especially football related merchandise. While skates and associated merchandise are seen as ‘Boom Sports’, short lifecycle, they are very popular if the number of web-sites and retail outlets are any indication.

This points towards Skate UK establishing a broad portfolio of products to adapt to the shifts in trends and their target consumers tastes.

Customer Profile

Recent reports by NOP Research indicate that of all the people now logging onto the Internet, over 3 million are aged 17 years old or under (report dated July 1999).This represents an increase of 12% in the six months since January 1999. The same study estimates that 46% of British children have now shopped on-line, with 17% having made an actual purchase . At this time the most popular products to buy are games, music, tickets and videos, with purchases made using the credit card of a parent. This suggests a strategy of linking Skate UK’s site with these popular product sites in the form of adverts, or flagging up hypertext links. A questionnaire has been constructed to investigate the attitudes and usage patterns of Skate UK’s potential customers. How this is distributed depends on careful scrutiny of the rules governing Market Research involving children. Parental involvement may be required to conform to legal restrictions.

2.
Internet service provider

With the research and information gathered from Internet Service Provider Review, Net Basics and Internet Magazine, the recommended Internet Service Provider for the new  business is ClaraNET.  This suggestion was made after a carrying out a detailed review of seven of the ‘Top 10’ Internet Service Providers (as denoted by Internet Service Provider Review) and ClaraNET was chosen due to the broad range of services, high speed of access, good pricing structure and reasonable level of support available.  

This Internet Service Provider has a good reputation.  In a recent survey of UK Internet Service Providers conducted by Practical Internet Magazine, ClaraNET achieved a special award, being named the top UK Internet Service Provider in terms of quality of service in all areas (Autumn 1999).

The cost of ClaraNET’s Internet Service Provider role is £11.63 per month.  (Additional set-up costs and charges are not applicable.)  This fee includes unlimited e-mail addresses, 25 MB of web space and allows multiple (up to 15) users per modem. 

3.
COMMUNICATION TO ISP

Skate UK has been advised to connect with the chosen Internet Service Provider through the BT HomeHighway service.  This will allow Mr Rowlands to operate from his existing BT line, and it is also compatible with the BT Together service which Mr Rowlands already subscribes to.  BT Together provides low call options, particularly for local calls charged at just 1p per minute during weekday evenings and weekends.  As most ISP’s charge at a local call rate, this will keep the connection costs to a minimum.

Connection will be made from his computer, via an ISDN Terminal Adapter and using the HomeHighway Box which BT will install.  Mr Rowlands will then be able to connect using ISDN (Integrated Services Digital Network), or a combination of analogue phone and fax.  The costs for this option are shown in the table below:

One-off Conversion Charge
£49.50

Monthly Rental
£39.99

Local evening/weekend calls
1p / minute

National evening/weekend calls
2p / minute

Local daytime
3p / minute

National daytime
4p / minute

Plus £13 worth of free calls each month


In summary, Skate UK will be able to take advantage of the following connection options:

· 2 x 64k connections for phone and fax

· 1 x 64k connection for phone or fax & 1 x 64k connection for PC

· 2 x 64k connections for PC

The initial set-up costs will be in the region of £150 (£100 ISDN adapter or card and £50.00 BT conversion charge).

The running costs will be £40.00 per month with £13 of free calls, plus additional calls charged and BT Reduced Rates.

This package will provide Skate UK with an easy to use, fast connection to the InterNet and Digital network at a relatively low cost, and should be more than satisfactory for their first year of trading.

4.
SEARCH ENGINES

One of the key areas of this report was the analysis of search engine strategy. There are over a billion web pages on the net so finding the right information can be hard.  Commerce through the Internet is growing exponentially as we speak.

The 1550 search engines available on the net offer different ways of searching for information more quickly. As 90% of Internet searches are done using the top 8 search engines this narrows down our focus. It is the objective of any online company like Skate UK to gain top position in the search rankings of these search engines.
My research has identified three types of search engine.

1. Directory- Yahoo and Go which constitute over half the internet searches

2. Link based search engine- Google and Excite, which rank the results in order of which site, has the most links.

3. Key word based search engine- AltaVista, Lycos and Hotbot that rank sites on the relevance of keywords in the text to the search keywords.
It is impossible for one web site to do well in every search engine result as they have different ranking criteria.  The main site will have to choose which search engine to aim at.
However given the widespread availability of free web space on ISP’s like Freeserve we have recommended launching a number of sub sites that act as adverts for the main site. These can be designed to optimise rankings for each individual search engine. This will enable Skate UK to get good rankings in all the search engines especially as you can then link these sub sites together to get good rankings in category 2 search engines.

Summary of ranking tactics recommended
· Submit the site to the top 8 search engines as it is free to do so

· Target AltaVista, Lycos and HotBot search engines

· Use keyword repetition using the same colour as background, very small fonts and Meta tags.

· Multiple links to your own subsites and other industry sites.

· Use of just text on introduction page while Java is loading.

In order to achieve good rankings we have listed design and submission tips which have been found from various sources on the Internet and journals on the subject. As this is such a new topic books on the subject are not as helpful.
The study also included a detailed look at the individual ranking characteristics of each search engine, as well as the demographic nature of the visitors to each site.  Whilst this information is valuable it dates quickly, therefore the source has been given in the report.
Of course the main criteria for success of the site will be the quality of the site content. Given the experience of the design staff (Manchesterunited.com webmasters) the design will be cutting edge. This will gain initial footfall but long-term footfall and return visits will as always be based on the benefits that can be offered to the site visitors.  We have put some ideas in the report and given the previous business experience behind Skate UK, this perspective should see no problems.

Our research looked at competing websites in the UK, and as there is only one, we can see a bright future for Skate UK in this growing industry.

5.
MARKETING APPROACH

As Skate UK will be selling a diverse range of products, they have been advised to develop a Promotional Mix.  In doing this they have studied the Marketing Mix which consists of the 4 P’s:

· Product

· Price

· Place

· Promotion.

The products they sell will be appealing to a wide audience of many ages.  This audience will have significant knowledge of the products before making a purchasing decision, an this should not be underestimated.  The Pricing aim of Skate UK is to sell at the lowest price possible in order to attain market share.  We see no reasons why this can not be achieved, but, it is a policy which can quickly lead to tough competition if competitors enter into “price wars” with Skate UK.  If this does occur, Skate UK will have to increase their levels of promotion, and find ways to attain customer loyalty through the promotional mix.

The distribution channel preferred by Skate UK is direct from manufacturer to customer.  Whilst this is the simplest form of distribution, it is not always the most effective or efficient method of distribution.  The potential problems we see with this system are a lack of control over when goods will arrive;  what condition they will arrive in;  whether they are what the customer ordered;  how the customers return goods if they are unsatisfactory; and how Skate UK know that their customers are totally satisfied with their purchasing experience.

This does not suggest that Skate UK’s choice of distribution is not possible, just that it will need managing very carefully and Skate UK must obtain feedback from their customers in the early months to check the system is working satisfactorily.

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.

Skate UK have a tremendous knowledge of their market which needs to be conveyed to their target customers through a variety of promotional initiatives.  We have recommended the following:

· Advertising and editorial in selective magazines, including issuing press releases

· Sponsorship

· Direct Mail

· News Groups (both setting-up and joining anonymously)

· Competitions on the web site

· Freebies and Give-aways

· E-mail shots

· Joining the Which? Web Trader.

6.
Quality control / Management control system

The quality in this case is the quality of the service provided and not the quality of the product, which is a problem for the producer. The management of quality control is essential to maintain competitiveness and to keep costs down. So the operation of the company should be geared to the customers needs and any decision will need to consider the effect on potential customers. 

Front office (Web page)

Speed of web shop, Availability of products advertised, Correct cost information, Purchasing instructions, Customer information.

Back office

Catalogue updating, Customers orders, Financial transactions, Order dispatched, Customer delivery notification Check product, dispatched, Customer details stored.

It was intended that the products would be imported from foreign suppliers who could supply at a lower price and to keep the operating cost down by not retaining stock.

Obtaining products from foreign suppliers will cause difficulties in delivering the products to the customer. It will have implications on the delivery time and the extra costs involved in importing products, import tax, duty and transport, may not be static.  Importing in first, allowing the price, quantity and delivery time to be guaranteed may be preferable but will mean retaining stock with all the consequences for capitol outlay and unsold stock.

In the Internet company the relationship between front and back office is clearly crucial to maintaining the service quality of the operation. Front office operations are completely dependent on the back office, failure to maintain the web site will result in the reduction of competence and confidence in the company by the customer.

7.
Operational Solutions

The operational solution for the company is dependent on the number of products you wish to sell and the expected interest in them. If your company offers only a very small number of products and has a very small order volume, there is no need for a complex shopping system. Alternatively if you start to offer a wide range of products and receive more orders this system becomes more difficult to handle for you and the service to your customers will be effected, if not through error then the speed of delivery. 

A shopping solution should therefore be looked at if you expect your business to have the ability to expand as and when required.

Manual or automated management solution

There are basically four ways to operate your shop, the simple web page based option or  three shopping software solutions. 

1. Buy a ready made solution

2. Rent space on an e-hosting solution.

3. Build the system from scratch exactly to your specification.

To set up a new Internet company quickly with as little knowledge as possible. Where the product ranges and sources is undecided, and the possible future sales or interest in the products is unclear. You might just want to get your feet wet. Choose an ISP e-hosted shopping solution. Low cost start up, single annual fee, software provided, simple to set up, secure, banking transaction, credit checking facilities. Offers other facilities should you wish to improve or upgrade but will probably cost more. All the facilities for an online shop.

If there is more confidence in the long term future in the Internet company and there is an expected expansion in sales. Then a higher degree of automation may be required to cope with increasing demand. A ready made shopping solution will allow for data base facilities to keep track of customers details, payments, orders, and deliveries. A higher start up cost and it will require some technical expertise but could save you money in the long run. And would give you a much more efficient and controlled operation.

8.
Movement of Money

In order to enable a secure payment system that operates over the Internet, research into processing houses has been undertaken.  The advantage of using a processing house is the ability to clear credit/debit card transactions very quickly, to directly debit the cardholder’s account and to allow the taking of payments on-line at a relatively low cost.

Four processing houses have been researched in detail (Netbanx, WorldPay, DataCash and SecPay) and all provide security in the form of secure servers, secure socket layers and/or payment card information encryption.

When considering the four processing houses studied, the recommended choice is Netbanx.  This service provides four option levels; the Supported Ordering Platform at £300 + VAT (one-off charge) appears the most relevant package for Mr Rowlands' new business and has been integrated with popular carting software packages such as Actinic, Cat@log and Shop@ssistant which provide order collation and pricing facilities that integrate with the NetBanx payment system.  

Netbanx security features include secure servers and the encryption of all payment card information.  Also, firewalls within the processing house systems allow the isolation of information from hackers.  

As an added benefit, the Netbanx ‘helpdesk’ service provides 24 hour support.  This level of service is not offered by the majority of the processing houses studied.

9.
Banking & Payment of Suppliers

In order to ascertain the most efficient means of setting up an account to collect money and, separately, to remit money, the major UK banks were examined in detail in respect of accounts offered and services provided.  An explanation of each service complete with cost breakdowns have been provided to Mr Rowlands for ease of comparison purposes.

Mr Rowlands has also independently researched the banking facilities available and has chosen to open an HSBC Dollar Account in the US.  Mr Rowlands has expressed that operating his business via an interconnecting bank in the US in this way will provide the US suppliers with greater confidence in the new business venture, compared to operating a Dollar Account from the UK.
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