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[bookmark: _Toc50024762]Executive Summary- Ana Gorbatenchi(1914097)
The Diverse cafe is a semi self-service quick food service establishment at the Kennington Lane, London, UK. The proposed cafe will offer healthy fast food products made from animal based red meat as well as plant processed vegan meat for the purpose of serving both fast food lovers as well as to the flexitarians who are either vegetarians or are cutting down the consumption of meat.
The business is categorized as a partnership business entity which established by five people under the Partnership Contract 1890. All the partners have equal ownership stake in the proposed business venture. All the partners are characterized as Ordinary partners who will participate in the managerial operation of the business as well as the profit earned and the loss made by the business.
This business plan provides a short description about the market offerings and services of the proposed business, Market scenario of UK fast food industry, assessment of the business environment of UK fast food industry, marketing promotional strategies of the proposed venture and the financial forecast of first three years of business operation of the proposed business venture.
Due to the financial resource constraints, the owners have decided to open a single outlet of their proposed business venture in Kennington Lane, London in order to serve the fast food industry of London. The London fast food industry is selected due to higher population density and forecasted stable growth rate within the industry. Though people of all age from social classes will be served, the café special focus in targeting the people of lower working and middle social class with aged between 6 to 57 years. To position the brand in the industry, the café will utilize the multisegmented as well as adaptive positioning strategy.
UK fast food industry has seen rapid growth in the last ten years due to the increased urbanization, fast paced lifestyle and increased participation of British women in the workforce. As a result, more than 80% of the British people are consuming fast food frequently which has made the market valuation of UK fast food industry 7.9 billion which is expected to reach 9.8 billion in 2021. Despite the presence of large number of quick service restaurants, the UK fast food industry is highly concentrated market which is dominated by the global fast food chains. Despite such meteoric growth, the UK fast food industry affected by the rising increase in the labour expenses and in the price of raw materials imported from EU countries due to Brexit. The increased preference of people towards vegetarian foods and plant process vegan meat consumption is affecting business operation of UK fast food restaurants.
Store location and the wide range of products offered under several product lines are the internal strength of the proposed business venture while the lack of financial resources is the major impediment for the growth of the proposed business venture which will limit the ability of the venture to expand business operation domestically and to neutralize the competitive pressure arising from the international and domestic fast food chains operating in the London.
In promoting the market offerings of Diverse cafe to the target market segments, the owners have decided to utilize the advertisements and engage in aggressive sales promotional activities to penetrate the target market segments. The business will rely more on social media marketing campaigns to promote the brand to the consumers. All the products of the cafe are priced under the cost-plus pricing strategy to support the market penetration strategy. The product portfolio of the proposed business venture is comprised of seven product lines which will serve the different needs, wants and preferences of the target market segments. All the products will be sold for either in dining services or takeaway services while consumers can also order these products through the website and mobile app of the café as well as the online food order & delivery platform, Uber Eats and Deliveroo.
The initial investment for the proposed business venture is £80000 which will be financed by the Small business loan provided by the Royal Bank of Scotland, owner’s capital as well as the funds received under different government scheme. The owners are expecting a stable 15% growth in the sales revenue of the cafe and a benchmark gross profit margin and net profit margin of more than 50% and 10% respectively from the second year of business operation. No significant business expansion is not expected in the first three years of business operation. The cafe will enter into an operating lease agreement for availing the opportunity of using a delivery van for making delivery of online orders with an annual leased rental of 2000.

[bookmark: _Toc50024763]Business Overview- Ana Gorbatenchi(1914097)
[bookmark: _Toc50024764]Introduction of Team Members:
Ana Gorbatenchi (1914097):
Ana Gorbatenchi has experience of working as an inventory clerk in the UK supermarket chain industry. She has worked as the inventory clerk for the British Supermarket chain, Tesco for three months. As the inventory clerk of Tesco, her duty was to  receive the ordered merchandise from the suppliers, check the merchandise to ensure that the ordered amount are received, unloading the received products and stocking the unloaded products in shelves, checking label of the products, making input of level of inventory on the inventory information system of Tesco and co-ordinate her work with Salesforce. The working experience of her as the store clerk of Tesco will help to manage the inventory of materials of Diverse cafe as she will be able work closely with the suppliers in managing the level of inventory which is essential for minimizing the overall cost of inventory. As an inventory clerk, she needs to be good in verbal communication and in using the word processing and spreadsheet software. She does not have sufficient knowledge in using the spreadsheet software which can be developed through various workshops and training courses.

Alex Woldeghebriel (1916091):
Alex Woldeghebriel has an experience of working as the saucier in the kitchen department of EasyHotel, London branch. As a saucier, the main responsibility of him was to prepare sauces for all the prepared meals as per the instructions provided by executive chef or head chef. He was also responsible for preparing the salad dressing, gravy, soup as well as soups for the consumers. He also had to ensure the required aesthetics of the served food. He is tasked with the preparing the food of the proposed venture. He has achieved his saucier certification from cookery institute. Despite having the certification, he is no working experience as the head chef in any food service industry.



Voicu Magurean (1913010):
Voicu Magurean has worked as the kitchen porter at the Ilford, London branch of McDonalds for 2 years. As the kitchen porter, he was responsible for washing off dishes and for cleaning the kitchen. Working as the kitchen porter, she has not participated in any workshops and training courses. In the proposed business venture, she is responsible for maintaining the hygiene of the kitchen as well as whole cafe. Since she has not attended any training courses on food and hygiene safety level, he may face challenges in ensuring proper cleanliness of the cafe.

Daniel Costache (1916533):
Daniel Costache has worked as the assistant cashier in a retail store in UK. As the assistant cashier, he was tasked with welcoming the consumers, making the consumers informed about the price as well as the availability of products, taking purchase orders from consumers, receiving the money from consumers as well as making the consumers aware of the business policies of the shop. Before joining the retail store, he has received Level 2 Certificate in Cash Management from Infinity Learning. At the proposed business venture, he is entrusted with the cash section or point of sale section as well as the online payment section of the cafe. Despite attaining the certification, he lacks knowledge about the online payment system involved in the e-commerce platform.

Ridwan Ajala (1916036):
Ridwan Ajala has worked as barback in various cafe of London. As a barback, his responsibility was to serve as the assistant of the bartender who will help bartender in his work as well as serve the drink when it is prepared. He has attained level 1 diploma in professional waiter course from Academy for Health & Fitness. He will serve as the waiter in the proposed business venture in which he will serve the food to the consumers in dining food services as well as packages the food for takeaway and online orders.

[bookmark: _Toc50024765]Business Description:
The Diverse cafe is a quick service food service establishment that will start its operation in Kennington Lane, Vauxhall, London SE11 5QY, UK. The cafe will offer various ranges of fast-food products to the people products on the basis of semi self-service. The cafe will offer both in dining as well as takeaway facilities as well as make delivery of online orders. The business hour for the cafe is from 7 am to 4 pm in which breakfast will be served from 7 am to 11 am while the rest of the business hours are reserved for offering lunch.
The main objective of the cafe is to ensure that the proposed business venture has sustainable development by promoting healthy fast-food products and beverages to the consumers. The Vision statement for the proposed business venture is ‘creating healthy fast food products for everyone’ while the mission statement of the cafe is ‘Enhancing the eating experience with healthy, ethically sourced and fresh ingredients and flavours while exciting and surprising the patrons with every bite of the food they eat’.
The business is characterized as a partnership business entity which established by five people under the Partnership Contract Act 1890. All the partners have equal ownership part in the proposed business venture and all the partners are personally liable for any business debts of the proposed venture, this they can be regarded as the ordinary partners in the proposed partnership venture. All the terms and conditions are specified in the partnership deed executed between the five partners. As per the Partnership Contract Act 1890, Daniel Costache has been selected as the Nominated partner who will register the partnership with the HM Revenue & Customs of UK on behalf of all partners by making compliance with the Self-Assessment (SA400) form.



[bookmark: _Toc50024766]Products and Services- Ridwan Ajala (1916036)
[bookmark: _Toc50024767]Product Portfolio of Diverse cafe:
To compete with the established business in the London fast food industry, the owners of Diverse cafe have developed a product menu that includes a diverse range of food products and hot beverages which will be offered to target market segments. The product portfolio of Diverse Cafe can be divided into five product lines which are discussed below:
1. Breakfast Food Menu:
Under the breakfast food menu, the cafe will serve a wide range of delicious, tasty and healthy food products which are mentioned below:
	Breakfast Food Menu

	Crispy Beacon with Creamy Cheese
	Big Breakfast combo- Egg, bread, bacon, tomato & cheese

	Scrambled Egg with Two loaf of Whole Bread
	Deluxe Breakfast Combo- Scrambled Egg, Bacon & smoked Salmon

	Poached Egg with two toast
	Bacon & Sausage

	Scrambled Egg with two toast
	Toasted Bagel with butter or jam

	Scrambled Egg with bacon or sausages
	Toasted Bagel with peanut butter or marmite

	Baked beans with Two Toast
	Diverse Café Special Oats Porridge with Honey

	Omelets with Chips
	Veggie Brunch- Egg, Mushrooms, Bubble, 2 Special Veggie Sausage,
Baked Beans.

	Cheeseburger with French Fries
	Egg & Mayonnaise

	Hamburger with French Fries
	Mini Steak with Poached Eggs

	Double Beans on Double Toast
	Two Toast with Butter



All these food products will be served by the café from 7 Am to 11 am. A consumer can place the order for both in dining service or takeaway service. These products can be ordered through the website and mobile app of the cafe was well as through the online food ordering and delivery platform, Uber Eats and Deliveroo. The online order will be processed and delivered within 45 minutes of placing the order. The delivery area for the online orders is within the London City.

2. Lunch Food Menu:
Under the lunch food menu, the following food products will be offered to the consumers:
	Lunch Menu

	Smoked Salmon
	Smoked Bacon with Cheddar Cheese

	Mexican Chicken
	Double Cheeseburger with French Fries



All these food products will be served by the cafe from 11 Am to 4 Pm. A consumer can place the order for both in dining service or takeaway service. These products can be ordered through the website and mobile app of the café was well as through the online food ordering and delivery platform, Uber Eats and Deliveroo. 
3. Vegan Meat Food Menu:
These food product lines of Diverse cafe are comprised of different food products prepared from the plant processed vegan meat manufactured by the Beyond Meat. The plant processed vegan meat is produced from soy based or gluten-based protein vegetables which mimics the taste, flavour and appearance of animal based red meat. The products offered under this product line are:
	Vegan Meat Food Menu

	Vegan Meat Chicken Nuggets (10 Pieces)
	Vegan Meat Lasagna

	Vegan Meat Spicy Classic Burger with Cheese
	Vegan Meat Sausages & Bacons

	Vegan meat Spicy Cheeseburger with Mayo
	Vegetarian Steaks (2 Pieces)

	Vegan Meat Spicy Hamburger with Mayo
	Vegan Meat Smoked Chicken Burger

	Vegan Meat Smoked Meatballs
	Vegan Meat Steak


All these vegan meats based fast food products will be sold in both breakfast and lunch and a consumer can place order for in dining service or take away service as well as the option of online order through the website and mobile app of the café as well as through Uber Eats and Deliveroo.

4. Hot Drinks Food Menu:
These beverages are served as the complimentary food with the meals ordered with breakfast, lunch and deserts which is shown below:
	Hot Drinks Food Menu

	Cappuccino
	Espresso

	Latte
	Hot Chocolate

	Americano
	Tea



5. Deserts:
The food products included in the dessert menu of Diverse cafe are:
	Deserts

	Cherry Pie with Custard
	Cherry Pie with Custard

	Apple Pie with Custard
	Apple Pie with Custard

	Glass of Milk
	Malted Chocolate Shake




[bookmark: _Toc50024768]Services offered by Diverse Cafe:
The cafe will offer semi-self-service to the consumers. Here, the consumers will place offer to the POS system and the ordered food will received by the customers from the food receipt section which they can eat either in restaurants or at their home.

[bookmark: _Toc50024769]Level of Product offerings:
To identify the benefits provided the market offerings of Diverse, the three level of product needs to be implemented which is discussed below
· Core product:
The core product of Diverse cafe are all the various food products and hot beverages made from fresh, ethically sourced and healthy ingredients for the purpose of providing dining experience to the consumers.
· Actual product:
The actual product of Diverse cafe is the deserts offered as complementary food option with different fast food products.
· Augmented product:
Here, the augmented product is the availability of takeaway delivery options as well as online order and delivery system offered by the cafe. 
[bookmark: _Toc50024770]Value Proposition:
The value proposition of proposed business venture is the convenient location, the offering of healthy food products prepared from fresh raw materials and ingredients, effective and efficient quick customer service and the offering of large range of food products at a lower price.

[bookmark: _Toc50024771]Target Market- Ridwan Ajala (1916036)
To ensure the financial stability and sustainable growth in the intensively competitive London fast food industry, it is required for the owners of Diverse cafe to make sure that the market offerings of their proposed business venture are promoted and sold to the right customers (Van Reenen, 2016). The owners have decided to serve a niche market which is the London food service industry with an intention to expand the business operation of in other major cities of the UK within the first five years of business operation. Thus, the owners have to identify the profitable and potential market segments within the London food service industry in order to promote and sell the market offerings of proposed business venture to the right consumers. The profitable and potential market segments for Diverse Cafe are identified through the widely used marketing segmentation framework, STP analysis.
The STP analysis is an acronym for Segmenting, Targeting and Positioning, which a strategic marketing tool for dividing the total market of a product or service into different homogenous groups based on similar characteristics for the purpose of facilitating the selection of profitable market segments of the product or service with a view to selecting the appropriate strategy to competitively position the product or service against the market offerings of industry rivals.  Thus, the application of STP analysis will help the owners in facilitating the marketing segmentation process of Diverse café.

The STP analysis for Diverse Café is discussed below:
1. Segmentation:
The first stage in the STP analysis in which the total market of Diverse Cafe will be divided into different homogenous groups based on similar characteristics possessed by the target market segments. The whole market of Diverse cafe is segmented in the following four ways:
· Geographic Segmentation based on Concentration of Population.
· Demographic segmentation based on Age, Gender, Income, Occupation.
· Behavioural segmentation based on personality, benefit perceived and user status of the customers
· Psychographic presentation based on social status and lifestyle of the customers. 

In the market segmentation process, it is ensures that the size of all market segments are economically measurable, The size of target market segments are substantial enough for the cafe to be profitable, The communication with target market segments with the promotional marketing mix is easily accessible, the homogenous characteristics of the potential market segments are differentiable and an effective marketing program can be developed to serve the potential market segments.


2. Targeting:
After the market segmentation, the second stage in the STP analysis of diverse cafe is screen, identify and select the target market segments. While screening, assessing and selecting the target market segments, It is should be remembered that the selected target market segments should be substantial in economic and offer stable business growth for contributing the sustainable growth and development of Diverse cafe through stability in sales revenue and profitability of the cafe, thus ensuring the financial viability in the competitive UK fast food industry. 

The process of targeting appropriate market segments for the proposed business venture is discussed below:
	Type of Segmentation
	Segmentation Criteria
	Target Market Segment

	











Geographic Segmentation
	Concentration of Population
	The Diverse café has decided promote and sell to urban area of UK as the population concentration in urban areas is higher compared to that of rural areas. As a result, the owners have decided to establish their proposed business venture in Kennington Lane, London for the purpose of serving the London fast food market for two reasons. The first one is the density of population in London which is 5,701 people per square kilometre which makes the city 10 times more densely populated than other cities of UK and the world’s 43th most densely populated city (Davies, 2019). Second reason is the growth rate of fast food industry as the market survey of Insight Platform found that the growth of fast food industry (14%) higher compared to the other cities. 

	













Demographic Segmentation
	Age 
	On the basis of Age, the café has decided to target consumers of all age but special attention will be provided to the consumers who are  aged between 6 to 57 years in the London  because a significant portion of Gen Next aged between 5 to 22 years as well as Millennial aged between 23 to 38 years are fast food lovers and prefer to purchase these products through M-commerce platforms while a significant of  Millennial and Generation X aged between 39 to 54 years are health conscious and prefer to consume less meat and see the plant processed vegan meat as the substitute of red meat

	
	Gender
	Since 80% of the British people eats fast food daily, the cafe will target both male and female aged between 6 to 57 years.

	
	Income 
	Since a significant portion of the fast food consumers in the UK are from low- and middle-income group who exhibits high degree of price elasticity in buying behaviour, the café decided to target consumers of low- and middle-income class and target the consumers who earn more than £250 per week.

	
	Occupation
	The cafe has decided to promote and sell the products to workers, students and business professionals.

	Behavioural Segmentation
	Personality
	The cafe has decided to target the consumers who are easy-going, flexible and feel relaxed in everything in their life

	
	User Status
	Here, the cafe has decided to promote and sell the products to both fast food lovers who consume fast daily frequently as well as the vegetarian and health consciousness people who prefer vegetables and plant processed vegan meat in their burgers and other fast food products.

	
	Benefits Perceived
	Here, the cafe will target those consumers who thinks of both cost and time efficiency in the fast food consumption. 

	Psychographic Segmentation
	Social Class 
	Based on the social class, the cafe has decided to target the poor, working class and both lower & upper middle class of people. 



3. Positioning Strategy:
To competitively position the market offerings of Diverse Cafe in the target market segments, the cafe has decided to utilize both Multisegmented positioning strategy as well as Adaptive positioning strategy. In Multisegmented positioning strategy, both traditional food products as well as the plant processed vegan meat fast food products will be positioned under the market penetration strategy to attract consumers from both traditional fast food market segment as well as from the market segment which does not eat meat or cutting down the consumption of meat due to health complication arising from the consumption of red meat. In adaptive positioning strategy, the cafe will re-position the brand image and market offerings of the cafe by making periodical changes in the components of marketing promotional mix to adapt to the changes in the needs, wants and demand of the consumers as well as neutralize any competitive pressure arising from the competitors. 

[bookmark: _Toc50024772]Market Analysis- Alex Woldeghebriel (1916091)
[bookmark: _Toc50024773]Market Scenario Analysis of Global Fast food industry
The fast food refers to the type of food prepared and served in a short duration of time by quick service restaurants or vendors. These food products are prepared in large quantities so that the large demand of consumers can be satisfied within a short period of time. The concept of fast food has changed the global food market industry and has paved the way of new restaurant business concept of Takeaway restaurants and Drive-Thru in which consumers can order, purchase and take delivery of their products without leaving their cars. 
The global fast food industry is valued at $647 billion in 2019 which is 4.6% higher than the market valuation in 2018 (Davies, 2019). The market intelligence report of Allied Research on the Global fast food market published in April, 2020 has estimated that the market size of global fast food industry will be increased to $932 Billion within 2027 with an estimated Compound annual growth rate (CAGR) of 5% within the forecasted periods.  Such meteoric rise in the market value of global fast food industry is the result of changing life style of people due to the significant increase of working population as well as the increase of women in the workforce who do not get enough time to prepare meals for their hectic and busy work schedule are highly dependent on the fast food meals. The increased preference of people towards urbanization, rise of disposable income in the recent years as well as the competition among the fast food chains to expand geographically has also contributed to the rapid development of global fast food industry (Davies, 2019). However, the increased health consciousness of people towards the consumption of healthy foods as well as the obesity issues caused by the red meat, unhealthy oils, sugar and preservatives used in the preparation of fast food has been affecting the growth of global fast food industry.
Based on the fast food consumption, USA, UK, China, Brazil and India are major leading market for fast food consumption as these countries accounts for more than 25% global fast food consumption due to the large population as the increased number of fast food outlets of the global fast food chains such as McDonalds, KFC, Burger King, Subway etc. 
Based on the type of fast food products, the burger segment holds the most market share of the global fast food industry due to increased consumption of burgers by the American and European people. Despite this, the consumption and popularity of Asian and Latin American fast food has been increased in the recent years due to the distinctive ingredients and flavours used in these fast food products. The Asian and Latin American food market is valued at $160 billion in 2019 which will be increased to $387 billion with an estimated CAGR of 9.2% (Davies, 2019). 
Based on the regional fast food consumption, North America holds is the leading market in the global fast industry due to the increased consumption of fast foods by the Americans, Mexican and Canadian people which is the result of increased disposable income, increased female employment rate and chaotic, fast paced lifestyle of the people in the recent years. 

[bookmark: _Toc50024774]Market Scenario Analysis of UK Fast food industry:
[bookmark: _Hlk48087869]The UK fast food industry has seen rapid growth in the recent years as the number of fast food outlets has been increased by 34% in the UK food industry in the last ten years as found in the study of Office for National Health Statistics UK. This increase in the fast food outlet in UK is the result of fast paced lifestyle and increased participations of women in different business industry. As a result, more than 80% British citizens consume fast food products daily from different fast food restaurants (Lorusso and Pieroni, 2018). The UK food industry market insight conducted on the eight million British people published by the Barclays Corporate Banking has revealed that the fast food industry has seen 20% growth in the sales revenue from 2008 to 2018 and the average spending of consumers in UK fast food industry has increased to 265 in 2018. As a result, the UK fast food industry is valued at 7.9 Billion in 2019 with a forecasted market value of 9.8 billion in 2021 as it is found in the report of Fast Food Standard of UK published in 2018 that the spending of British citizens in consuming the fast food products will be increased by 22% within 2022. 
The UK fast food industry is a very competitive industry with more than 56,638 fast food outlets throughout the UK which is accounted for a quarter of the outlets of UK food industry (Davies, 2019). Despite the large number of firms, The UK fast food industry highly concentrated which is shown below:
[image: C:\Users\HP\Pictures\dadad.png]
Figure: Market concentration and Competition of UK Food industry (Lorusso and Pieroni, 2018)
The above figure shows that the UK fast food industry in highly concentrated market as the market is dominated by top 5 fast food chains. The study of Euromonitor International on the European Fast food industry has also found that the UK fast food industry is dominated by global fast food chains which is expected to continue in the future.  The Major players in the UK fast Food industry are McDonalds, Starbucks, Costa Cafe, Dominos, Pret A Manger, KFC, Nando’s Outlet, Subway, Burger King and Pizza Hut which are renowned international fast food chains in the globe. 
The UK fast food industry is experiencing significant change in the recent years (Davies, 2019). The UK consumers are now preferring lower cost in selecting the fast food restaurants for frequent dinning purpose as the study of Barclays Corporate Banking has revealed that the average transaction cost of dining in the fast food outlets has been declined by 1.5% from 2016. The UK fast food industry is hardly affected by the Brexit as it will significantly affect the profitability of UK fast food outlets through increased labour expenses as well as rise in the price of raw materials imported from EU countries due to increased import tariff after the transition period. The rise of health consciousness of people towards obesity has made significant contribution towards the development of vegan and vegetarian food consumption, affecting the sales revenue and profitability of UK fast food industry. The study of Obesity UK has found that there are more than 22 million people in the UK who are likely to reduce the consumption of red meat which is the main ingredients of all fast food products. Such shift in health consciousness of people has increased the number of vegan restaurants in the UK as the report of Deliveroo has found that the number of vegan restaurants in the UK food industry has been increased by 168% from 2103 to 2018 as the number of orders has quadrupled in these periods. Such shift in consumer taste and preference has led to the establishment of many vegan meat selling companies such as Beyond Meat, Greggs and many established fast food chains has started to include vegan meat options in their fast food menus (Lorusso and Pieroni, 2018).

[bookmark: _Toc50024775]Competitor analysis:
Since the UK fast food industry is highly concentrated, it is dominated by few established firms of the industry. The market share of top 10 fast food restaurants of UK in terms of sales revenue in 2019 is shown below:

Figure 1: (Davies, 2019)
The above figure reveals that McDonalds has the largest market share in the UK fast food industry with more than £ 2 Billion in sales revenue in 2019. These ten firms account fore than 31% of the total sales revenue of UK fast food industry.
The London fast food industry is considered to be the most important and largest marker segment of the UK fast food industry (Davies, 2019). The Public Health of England has conducted a study on the density of fast-food outlet in UK and found that London has the fastest food outlet in the entire UK. The number of fast food outlet operating in London in 2018 is shown below:

Figure 2: (Lorusso and Pieroni, 2018)
The above figure shows that London has more than 8800 fast food outlets which account for 16% of the entire fast food outlets in the UK. The London borough of Westminster has 464 outlets which is the largest number of outlets in London as well as in the UK. The London borough of Lambeth in which the proposed business venture will be established has 313 fast food outlets which implies the high degree of competition inherent in the London fast food industry.



[bookmark: _Toc50024776]SWOT analysis of the Major Competitors:
Two most important competitor for Diverse cafe is the Kennington Lane Cafe located at 383 Kennington Ln, Vauxhall, London SE11 5QY, United Kingdom and Cafe Italia located at 348 Kennington Lane, Kennington, London, SE11 5HY, United Kingdom
 To understand the different operational aspects of the business of competitors, SWOT analysis is separately performed on these two competitors which is shown below:
SWOT analysis of Kennington Lane Cafe:
	Strengths
	Weakness

	· Attractive business location.
· Renowned brand for serving traditional British homemade food products.
· Offerings various types of traditional foods as breakfast and lunch during the business hours.
· Brand reputation as the best outlet in the London for serving traditional British Breakfast which has rewarded the cafe as the most loved restaurant of London in 2015.
· The most sustainable cafe in Vauxhall as it has achieved the Gold Standard Rate in 2017 for 100% recycling of food waste.
	· Poor customer service in the recent years.
· Poor food quality in the recent years.

	Opportunities
	Threat

	· The opportunity to expand into M-commerce through the online orders through its website as well as making partnership with the online food order and delivery platform, Uber Eats.
· The opportunity to expand the business operation by opening outlets in other boroughs of London. 
	· Intense competitive pressure from established fast food chains as well as local food service outlets operating at Kennington Lane.
· The possible price hike of raw materials as well as the increased labor expenses caused by the labor shortages due to Brexit.






SWOT Analysis of Cafe Italia:
	Strength
	Weakness

	· Attractive business locations.
· Renowned for eye catching, attractive architecture and interior design.
· Renowned brand in the London for serving high quality homemade Italian foods and hot coffee.
	· Offering of one product line, Italian food products is exposing the business to major risk form the serving of one product line and does not help the business diversify risk among different food product lines.
· Not efficient in food recycling & waste management

	Opportunity
	Threat

	· Opportunity to expand the product portfolio by adding different food products to satisfy the changing taste & preference of Consumers.
· Opportunity to expand the business operation by opening outlets in other boroughs of London
	· Potential law suits regarding environmental issues arising from inefficient food recycling and waste management system of the café.
· Intense competitive pressure from established fast food chains as well as local food service outlets operating at Kennington Lane.
· The possible price hike of raw materials as well as the increased labor expenses caused by the labor shortages due to Brexit




[bookmark: _Toc50024777]Business Environment Analysis- Voicu Magurean (1913010)
[bookmark: _Toc50024778]PESTLE analysis for the assessment of external business environment:
PESTLE analysis is a strategic tool used by the management of an organization to identify, evaluate and measure the impact of different macro-business environment factors on the business operation for the purpose of assessing the investment viability of a business venture. The different factors of PESTLE analysis are shown below:
[image: Underground Water Project: PESTLE Analysis]
Figure 3:
The PESTLE analysis for the UK fast food industry is discussed below:
· Political factors:
The most important political factors affecting the business operation of UK fast food industry is the BREXIT which will likely to result labour shortages, tariffs on imports as well as difficult access to financing (Gudgin et al., 2018). 25% of workforce of UK fast food industry is comprised employees from different EU countries. These EU employees will face immigration hassles in the post Brexit period which may induce them relocate in countries. Such action will result in acute labour shortages in the already high employee turnover UK fast food industry. The UK fast food restaurants have to pay tariffs for importing raw materials from European countries which is likely to increase the price of products. For example, The British Retail Consortium (BRC) has estimated that the cost of importing beef, cheddar cheese, butter from EU countries will be increased by 48%, 57% and 48% respectively due to the increased import tariffs imposed by EU after the transition period of Brexit which is likely to increase the market prices of product offerings of UK fast food restaurants (Lorusso and Pieroni, 2018). 
Another important political factor affecting the business operation of UK fast food industry is the promotion of health consciousness by the UK government to tackle obesity issues. As the study of UK Public Health published in 2018 reveals that 25% British people are suffering from various diseases caused by obesity. The study of UK National Health Service (NHS) has identified the consumption of fast foods or junk foods as well as the artificially added sugar beverages as the prime contributor of obesity among British People (Davies, 2019). The NAS has to spend on average £6.1 billion per year to deal with the obesity issues and has estimated that obesity is likely to result in more than 7.8 million cases of diseases in the UK within 2034. AS a result, UK government has initiated various health consciousness programs such as Better Health, Childhood Obesity Strategy which promotes the healthy eating habits. Such actions from the government are likely to reduce the turnover and profitability of fast food restaurants in the future.

· Economic Factors:
One of the most important economic factors affecting the business operation of UK fast food industry is the economic slowdown of UK economy in the recent years due to Brexit and the pandemic, coronavirus. 
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The above two figures show that UK economy has experienced the worst economic slowdown in the recent years due to Brexit as demonstrated by the zero and negative growth in Gross domestic Product (GDP) in the last two quarters of 2019. The economic slowdown is expected to continue in 2020 due to the pandemic as it is estimated that GDP growth can be contracted by 35% in late 2020.  Such contraction of GDP means that the disposable income of people may decrease in the future which will result in reduction in spending per consumer. As a result, the fast food restaurants may face decline in the sales revenue as the consumers may induced to reduce the frequency of fast food consumption with the decrease in disposable income.
Another important economic factor is the significant increase in the labour expenses.
[image: ]
Though the growth in wage expenses has been declined in the late 2019, it has increased significantly in the recent years and has outstripped the inflation growth rate from the late 2018. The outstripping of growth in the inflation by the growth in wage expenses implies that all the business firms in the UK are faced with increasing the wage and salaries of the employees in the recent years which is in turn has increased the labour expenses of the fast food restaurants for retaining as well as hiring new employees, thus affecting the profitability of fast food entities.

· Social factors:
An important social factor influencing the business operation of UK fast food industry is the adoption of fast paced lifestyle by UK people. This fast-paced lifestyle has made people to prefer fast food consumption as the study on 20000 UK citizens reveal that 93% of the UK people prefer fast food consumption because it is quick and easy to get. This shift in the lifestyle of people has contributed to the immense growth of UK fast food industry as it has been found that the number of fast food restaurants has been increased by 35% from 2010 to 2019. As a result, the average number of fast food restaurants for 100000 UK citizens has increased from 47 in 2010 to 61 in 2019. It is estimated that the spending of British people in consuming fast food will be increased by 22% within 2022 due to the fast-paced lifestyle experienced by British people.

Another important factor affecting the UK fast food industry is the increased health consciousness of people towards healthy lifestyle. The world-renowned British market intelligence firm, Mintel conducted a survey on 11000 UK citizens about their consumption of red meat in late 2018 which is shown below:
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Figure 4: (Pollard, 2018)
The study of Mintel reveals that the obesity and other health issues caused from the consumption  of red meat has made 49% British people to either avoid the consumption of meat or reduce the consumption of meat and 85% people prefer the plant processed vegan meat as a suitable replacement for the consumption of red meat The report of Obesity Health Alliance published in 2019 has found that 22 million UK citizens are looking to cut down the consumption of meat for avoiding health related complications and diseases resulting from obesity. Such increased health consciousness of people will have negative impact on the sales revenue and profitability of fast food outlets.
· Technological factors:
The recent development in technology has help the business entities in UK hospitality industry to improve the operational efficiency of the business (Gudgin et al., 2018). The recent development in technology has enabled the fast food restaurants in UK to apply kitchen automation, robot deliveries, artificial intelligence which is improving the operational efficiency of fast food outlets. For example, McDonalds has initiated the digitalized ordering system in its many UK outlets in which the consumers puts their order through a tablet rather than a waiter and these devices are digitally connected to the Point of Sale (POS) terminal and the order are directly processed and sent to the kitchen for preparing and serving. Similarly, McDonalds has purchased the Dynamic Yield, an Artificial Intelligence development company; in a deal worth $ 300 Million for the purpose of using the artificial intelligence technology to improve the personalized dining experience of the consumers. Similarly, KFC as well as Dominos are working to develop a prototype AI powered delivery system in which all the orders will be delivered to the consumers directly by using drones or self- driving vehicle such as car. Thus it can be implied that the companies are now integrating more and more technology to improve their operational efficiency which is helping them to improve the profitability by reducing the cost as well as helping the fast food outlet to provide superior service to the consumers which is essential for the attainment of competitive advantage.

· Legal Factors:
The business operation of UK fast food industry has been affected by the increased rules and regulation affected by the UK government (Pollard, 2018). The fast food outlets in the UK has to ensure their compliance with the street trading policies, food quality and hygiene regulation, health and obesity regulations as well as the policy for disposing the food waste in conducting their business operation. 
· Environmental Factors:
The increased awareness of people towards the consumption of natural resources and the climate change has forced the fast food industry to address the sustainable use of natural resources as well as proper food waste management (Gudgin et al., 2018). As a result, fast food outlets are now focusing on reduction of energy consumption in their store, reduction of food waste as well as sustainable food waste recycling system and the reduction of plastic packaging in the fast food outlets. For example, McDonalds has developed an effective and efficient food waste reduction and recycling system for all of store in the UK. 



[bookmark: _Toc50024779]Porter Five Forces Analysis for assessing the competitive landscape of Diverse Café
Porter five forces model is a strategic tool used by the business firms to assess the competitive nature of an industry for the purpose of evaluating the industry attractiveness and profitability of an industry. The Porter Five Forces model is shown below:
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Figure 5: (Pollard, 2018)
The Porter Five Forces Model for Diverse Cafe is discussed below:
· Rivalry among existing competitors:
The competitive pressure arising from the industry rivalry is very strong for Diverse Cafe because of the following reasons:
· The UK fast food industry is comprised of large number of firms with different sizes. The UK fast food industry is served by both global fast food chains such as McDonalds, KFC, Dominos, Pizza hut, Burger king as well as domestic fast food chains such as Leon, Pret a Manger, Little Chef etc. The global fast food chains retain a significant portion of the market share which induces these fast food chains to compete aggressively for expanding their market share to become the market leader within the industry.
· The products and services offered by these companies are lower priced and the industry is comprised of large number of firms which offer products that are moderately differentiated which makes the switching cost of buyer very low. As a result, all the firms compete aggressively with each other to expand their market share.

The Diverse Café can neutralize the competitive pressure arising from the industry rivalry by developing a complete understanding of the demand supply situation within the industry which will help to offer more innovative and quality products at a lower price which is essential for attracting new consumers as well as building a strong brand loyalty among consumers.

· Threat of new entrant:
The competitive pressure arising from the new entrant is moderate because of the following reasons:
· There is neither a trade barrier nor a government barrier imposed by the UK government to establish a fast food restaurant in UK (Pollard, 2018).
· It is very easy to open up a fast food restaurant in UK as any small business with minimum financial and human resources can establish a fast food restaurant in UK.
· Since the product offerings of this industry are moderate differentiated and the buyer’s switching cost is lower, any small fast food restaurant with lower priced food menus can compete with the rivals for market share.
· The attainment of economies of scale in the UK fast food industry is fairly difficult as the small fast food restaurants do not have the ability to achieving larger capacities for having a cost advantage in the business operation (Gudgin et al., 2018).

The Diverse café can neutralize these competitive pressures by achieving economies of scale through an effective and efficient value chain system and by expanding the business operation within few years which will help the café to cost advantage in its business operation.


· Threat of Substitutes:
The competitive pressure arising from the substitutes products is strong because there are number of substitute products available which are fairly priced and offer satisfactory service to the consumer (Pollard, 2018). One substitute product of fast food restaurant is the vegan meat which is plant processed meat made from various vegetables. There are now eleven companies in the UK such as Beyond Meat, this are offering fast food products with vegan meat. As the people are getting more health conscious and reducing the consumption of junk food, the UK vegan meat industry has flourished in the recent years which is affecting sales revenue and profitability of fast food restaurants.

The Diverse café can neutralize this competitive pressure by offering vegan meat products in its food menu.
· Bargaining power of suppliers:
The competitive pressure arising from the bargaining power of suppliers is weak because there are large number of suppliers who provide fairly standardized or undifferentiated products which makes the switching cost of suppliers very low (Pollard, 2018). Since the number of suppliers is less substantial compared to the number of customers served the fast food restaurants and they are concentrated in the industry, the suppliers do not have significant control over prices which makes the bargaining power of supplier’s week.
The Diverse café can neutralize this competitive pressure by entering contractual agreement with multiple suppliers. As a result, the switching cost of suppliers for the café will be low and the suppliers will not have substantial power of prices.
· Bargaining power of buyers:
The competitive pressure arising from the bargaining power of buyer is strong because all the fast food restaurants offer moderate differentiated products and the large number of fast food restaurants in UK fast food industry which offer different fast food items at a lower price, thus implying that that customers have a lot of options available which makes the switching cost for buyers low (Gudgin et al., 2018). On the other hand, substitute products are widely available which offer satisfactory benefit at the same price range.

SWOT Analysis:
SWOT analysis which stands for Strength, Weakness, Opportunity and Weakness is strategic tool for assessing the impact of internal and external factors on different operational aspects of an organization. This strategic framework helps to identify the strengths that an organization possess to exploit the business opportunities as well as helps to overcome the weakness and neutralize the threats faced by the organization. The SWOT analysis is shown below:
The SWOT analysis for Diverse Café is discussed below:
	Strength
	Weakness

	· Location is one of the main strengths for the proposed food service outlet. The cafe will be established in Kennington lane, Vauxhall. There are many offices including the Embassy of US is located. Besides, the location is renowned for the historic international cricket stadium, The Oval and there are many schools such as Ashmole Primary School, Lilian Baylis Technology School. Thus, establishing a fast food outlet in Kennington lane will help the café to serve a wide range of consumers.
· The fast food outlet will offer a wide range of food products under different product line which will help the café diversify the risk arising from conducting the business operation with one product line.
· The company will offer different food products made from plant processed vegan meat along with the animal processed red meat. This will help the café to promote the business as a healthy food service business and will help to achieve competitive advantage over the rivals as few fast food outlets such as Greggs offers vegan meat fast food options.
· The cafe will build an effective and efficient value chain system with a large number of suppliers which will help the fast food outlet to acquire fresh, ethically sourced raw materials at a lower price.
	· The Diverse café does not have sufficient financial resources to compete with the established quick service food service outlets in London.
· The café is focussed on serving a small niche market and does not have brand reputation to expand its business operation within a short period of time.
· The deficit of financial resources means the company may not have an effective and efficient workforce which may result in poor customer services.


	Opportunities
	Threats

	· The UK government provides financial grants to the small and medium enterprises which can be availed by the proposed business venture to expand its business operation (Van Reenen, 2016).
· The café should expand its business operation in other parts of the UK to sell products to the British people who prefer fast foods due to the fast-paced lifestyle experienced by them.
· The café can use the social media marketing campaigns for establishing a strong brand reputation in different social media platforms. 
	· The changes in regulation and legislation poses a considerable threat to the profitability of Diverse Café. For example, the strategy of UK government to tackle obesity issue has been affecting the sales revenue and profitability of the existing food service establishments. (Tsolakis et al., 2018).
· The current shortages of skilled employees in UK food industry implies that Diverse Café will find it difficult to recruit skilled employees due to the lack of sufficient financial resources.
· The Brexit will increase the price of raw materials as well as wage expenses which will affect the profitability of Diverse café.
· The preference of consumers in consuming less red meat for having a healthy lifestyle may reduce the sales revenue of the café in the future, thus affecting the profitability of the proposed business venture. 



[bookmark: _Toc50024780]Marketing & Sales Strategy- Alex Woldeghebriel (1916091)
Promoting the product to the final consumers is an essential activity for business of all size and structure. For ensuring sustainable growth of the Diverse cafe in the intensely competitive London food industry, The Diverse cafe has to communicate and promote the brand to the final consumers. Thus, an understanding of marketing promotional mix is essential for the business owners for promoting the market offerings.
Marketing Mix refers to the strategic framework used by the business organizations for communicating and promoting the products and services offered to the target market segments in order to obtain the desired response from the target customers as well as increasing the demand of the market offerings for the purpose of improving the sales revenue and profitability of the company (Tsolakis et al., 2018). Product, Price, Place & Place are the strategic components of the marketing mix which is also known as 4Ps of marketing mix.
The 4ps of marketing promotional mix for Diverse Cafe is discussed below to understand how the business will promote the brand to the final consumers for stimulating demand for the market offerings of the cafe.
· Products:
This component of marketing promotional mix includes the marketing offerings that will be sold by a business firm to the market segment. The product portfolio of the Diverse cafe can be divided into 5 products line which are discussed below:


· Breakfast Food menus
· Lunch Food menus
· Vegan meat food menu
· Hot drinks food menu
· Deserts.

The core benefits of the all the food products offered by the Diverse cafe is to promote healthy habit in the target market segment as well as helping people to overcome the health complications arising from obesity. Here, the proposed venture will be focused on the selling the food products included in the breakfast, lunch, vegan meat as well as hot drinks menu. The food products included in the vegan meat will be sold during the breakfast as well as lunch hours. This wide range of products not only will help the cafe to diversity the risk within several product lines but also help the company to meet the different taste and preferences of both fast food advocates as well as health conscious which is essential for supporting the market penetration strategy of the proposed venture in UK food industry (Tsolakis et al., 2018).

· Price:
Price refers to the amount of money charged to the target customers by a business firm for products and services offered by the business firm (Van Reenen, 2016).  The owners of the cafe have decided to implement the market penetration strategy to support the business growth. In Market penetration strategy, the Diverse cafe will charge lower price for all the products for the purpose of stimulating demand for the market offerings of the cafe as well as penetrate the fast food market of London within first three years of business operation for the purpose of archiving financial stability in the business operation. To support the market penetration growth strategy, the cafe will utilize the cost-plus pricing strategy to determine the optimal price of the products.
In cost plus pricing strategy, the cafe will determine the market price of per unit of a fast food product by adding a mark-up or profit margin to the per unit cost of preparing the fast food product. The reason for adopting the cost plus pricing strategy is the high level of price elasticity shown by the consumers in buying fast food products because most of the consumers of fast food fall with the low and middle income group who seek for lower prices in selecting the dining option in the fast food outlet as the average spending of UK citizens in consuming fast foods has been declined in the recent years as demonstrated by the Barclays corporate banking. 
· Promotion:
This component of marketing mix incorporates the utilization of advertising, sales promotion, direct marketing, personal selling and personal relation for the purpose of communicating and providing necessary information about the market offerings to the target market segments in order to induce them to purchase the products. As a new business venture, the Diverse Cafe will focus on Advertising, Sales Promotion as well as direct marketing to promote the brand to the target market segments which are discussed below:

· Advertising:
To promote the market offerings of the Diverse cafe, both traditional as well as emerging forms of advertising methods will be used.
In traditional forms of advertising, the cafe will place advertisements in print media such as daily newspapers and weekly health magazines of UK. The company will also utilize the outdoor print media by distributing leaflets as well as placing billboards in front of the Oval and other important areas of London to provide information about the market offerings of Diverse Cafe.
In emerging forms of advertising, the cafe will utilize the social media platforms such as Facebook. YouTube, Instagram, Twitter, YouTube etc and different health blogs to promote the brand to the final consumers (Tsolakis et al., 2018). Different types of digital contents and leaflets will be posted and updated in these social media platforms to promote the brands. Since the company does not have sufficient fund to use telecasted advertisements in different national television channels, the café will rely on the social media platforms more to promote its products.
· Sales Promotion:
Sales promotion is a very promotional tool for a new business venture to penetrate the market (Van Reenen, 2016). As a result, the Diverse cafe will frequently engage in different sales promotional activities to stimulate the demand for market offerings of the café within the short period of the business establishment. The cafe will provide coupons, gift vouchers in different festivals, price discounts, free samples and buy one get one free for increasing the sales revenue and profitability of the café. The owners of Diverse cafe intend to launch a customer loyalty program under the name ‘Dine Diverse’ in which the regular customers who will dine regularly at the café will make them available of different additional facilities and services offered by the cafe.

· Direct marketing:
In direct marketing promotional strategy, the Diverse will use its website, mobile app, E-Mail and social media platforms to directly communicate with the customers for the purpose of making them aware of the prices of the products and the adoption of any sale’s promotional activities of the company. The owners intend to develop a customer database system in the future to store the contact address as well as the E-mail of the consumer which will help the company to communicate with customers through Electronic Mails. Besides, the owners have decided to launch a social media campaign from the first day of business operation in which a person will enjoy free breakfast and deserts for two days if the person recommends the cafe to 10 of his friends and families in any social media platform. Such marketing campaign will help the cafe to attract potential consumers. 

· Place:
This component of marketing promotional mix is describing the distribution channel that will be used by the cafe to sell its products to the target market segment. The cafe will use both direct distribution channel and indirect distribution channel. In direct distribution channel, consumers can purchase the food products directly from the cafe as well as through the website as well as the mobile app of the cafe. In indirect distribution channel, the cafe will sell the products through online order and delivery platforms such as Uber Eats and Deliveroo.


[bookmark: _Toc50024781]Management team- Ana Gorbatenchi(1914097)
The organization structure for the proposed business venture, Diverse cafe is shown below:

Figure 6(Self-made)
The organizational structure of Diverse cafe is comprised of four functional departments. The kitchen department will be managed by Alex Woldeghebriel with one more employee work as his assistant. The Hygiene department is responsible for ensuring washing off the dishes and maintain proper cleanliness of the cafe and this department will be supervised by Voicu Magurean. The inventory management department will be managed by Ana Gorbatenchi with one more employee working under her jurisdiction. The Front desk department is comprised of two functional section. The cash management section will be managed by Daniel Costache who will oversee the point of sale section as well as the online payment section. The customer service section will be supervised by Ridwan Ajala and one more employee under his jurisdiction. This section is responsible for the in dinning as well as takeaway services.
The Management team of Diverse cafe is comprised of 10 employees. All the five owners will participate in different functional units and receive remuneration from the business for the services rendered by them. All the employees of the proposed business venture have sufficient experience and knowledge in performing the assigned responsibilities except Alex Woldeghebriel who does not have any prior experience as a head chef in any restaurant. Thus, the owners have decided to hire a professional chef within the first month of business operation and created an advertisement leaflet which will be uploaded in its website, social media platforms and in the online job recruitment website which is shown below:
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Figure 7: Job Advertisement
[bookmark: _Toc50024782]Financial Plan and funding requirements- Daniel Costache (1916533)
[bookmark: _Toc50024783]Pricing of Products:
To support the market penetration pricing strategy, Diverse cafe has decided to utilize the cost-plus pricing method to determine the price of the products. In the cost-plus pricing strategy, the cafe will add a mark-up to the cost of the product to determine the price of the products. All the price of the products that the fast food outlet will offer the customers are shown below:
	Breakfast food menu

	Food Products
	Price (In Pound Sterling)

	Crispy Beacon With Creamy Cheese
	3.8

	Scrambled Egg with Two loaf of Whole Bread
	3

	Poached Egg with two toast
	2.8

	Scrambled Egg with two toast
	2.8

	Scrambled Egg with bacon or sausages
	3.99

	Baked beans with Two Toast
	2.8

	Omelets with Chips
	2.1

	Big Breakfast combo- Egg, bread, bacon, tomato & cheese
	4.1

	Deluxe Breakfast Combo- Scrambled Egg, Bacon & smoked Salmon
	4.99

	Bacon & Sausage
	3.1

	Toasted Bagel with butter or jam
	1.2

	Toasted Bagel with peanut butter or marmite
	1.9

	Double Beans on Double Toast
	2.48

	Diverse Café Special oats Porridge with Honey
	1.49

	Veggie Brunch- Egg, Mushrooms, Bubble, 2 Special Veggie Sausage,
	4.19

	Baked Beans.
	0.8

	Cheeseburger with French Fries
	1.89

	Hamburger with French Fries
	1.89

	Egg & Mayonnaise
	1.89

	Mini Steak with Poached Eggs
	6.4

	

	Lunch Food Menu

	Food Products
	Price (In Pound Sterling)

	Smoked Salmon
	4.01

	Mexican Chicken
	4.11

	Smoked Bacon with Cheddar Cheese
	4.99


	Double Cheeseburger with French Fries
	3.59




	Vegan Meat Food Menu

	Food Products
	Price (In Pound Sterling)

	Vegan Meat Chicken Nuggets (10 Pieces)
	4.1

	Vegan Meat Spicy Classic Burger with Cheese
	4.1

	Vegan meat Spicy Cheeseburger with Mayo
	4.1

	Vegan Meat Spicy Hamburger with Mayo
	2.8

	Vegan Meat Smoked Meatballs
	3.6

	Vegan Meat Lasagna
	3.49

	Vegan Meat Sausages & Bacons
	4.1

	Vegetarian Steaks (2 Pieces)
	3.9

	Vegan Meat Smoked Chicken Burger
	3.8



	Hot Drinks Menu

	Food Products	
	Price (In Pound Sterling)

	Cappuccino
	£2.15

	Latte
	£2.15

	Americano
	£1.90

	Espresso
	£1.50

	Hot Chocolate
	£1.8

	Tea
	£0.8



	Deserts

	Food Products
	Price (In Pound Sterling)

	Cherry Pie With Custard
	2.5

	Apple Pie with Custard
	1.2

	Glass of Milk
	2.6

	Caramel Apple Curst
	2

	Malted Chocolate Shake
	1.35

	Strawberry Shake
	1.3



[bookmark: _Toc50024784]Financial Requirement:
The initial investment required to establish the Diverse Cafe in Kennington Lane is £80000 which is shown below:
	Particulars
	Amount
	Total Amount 

	Equipment

	
	£50000

	· Fryer
	£6000
	

	· Griddle
	£5000
	

	· Refrigeration & Freezing equipment
	£6000
	

	· Hood
	£4000
	

	· Griddle
	£2000
	

	· Shelves
	£3000
	

	· Sinks
	£2500
	

	· Utensils
	£2000
	

	· Preparation Table
	£1500
	

	· Furniture- Dining table & Chairs
	£18000
	

	Working Capital For first three months
	
	£10000

	Staff recruitment & Training
	
	£3000

	Initial Inventory
	
	£3000

	Website & Mobile App development
	
	£3500

	Promotional Activities``
	
	£10500

	Total Initial Investment
	£80000



The determination of total initial cost has been prepared with the advice from the various owners and employees of existing food service establishment at Kennington Lane Vauxhall, London. 



[bookmark: _Toc50024785]Sources of Financing:
The initial investment £80000 for establishing the Diverse Cafe will come from three different sources which are:
· Small Business Loan from Royal Bank of Scotland.
· Owner’s Capital
· Financial Grants
There are briefly discussed below:
· Small Business Loan:
To finance the  £ 80000-initial investment of the Cafe, the owners have decided to apply for a small business loan to the Royal Bank of Scotland. The loan will be provided by the bank at annual interest rate of 7.9% which will be repaid in quarter loan instalments. The duration of the small business loan will be 4 years; therefore, the loan will be fully repaid within 16 instalments. The interest rate will be fixed and locked during the loan period; thus, the business is protected from higher interest risk while business will not enjoy the monetary benefits if the interest rate declines in the future.
The loan payment schedule for the small business loan of Royal Bank of Scotland is shown below:
	Year 
	Number of Loan Payment
	Initial Balance
	Interest
	Principal Amount
	Total payment

	1st Year
	1
	50000
	988
	2687
	3575

	
	2
	47312
	934
	2741
	3575

	
	3
	44571
	880
	2795
	3575

	
	4
	41777
	825
	2850
	3575

	2nd Year
	5
	38926
	769
	2906
	3575

	
	6
	36020
	711
	2964
	3575

	
	7
	33056
	653
	3022
	3575

	
	8
	30034
	593
	3082
	3575

	3rd Year
	9
	26952
	532
	3143
	3575

	
	10
	23808
	470
	3205
	3575

	
	11
	20604
	407
	3268
	3575

	
	12
	17336
	342
	3333
	3575

	4th Year
	13
	14002
	277
	3398
	3575

	
	14
	10604
	209
	3466
	3575

	
	15
	7138
	141
	3534
	3575

	
	16
	3604
	71
	3604
	3575



The personal assets of the five business partners will be served as the collateral for the small business loan.
Besides the small business loan, the owners of Diverse Cafe are planning to arrange overdraft loan with a reputed bank in the second year of business operation to get the working capital required and to ensure smooth business operation of the cafe.

· Owners Capital:
All the owners will contribute £ 10000, each £ 2000 as the capital for establishing the Diverse Cafe.
· Financial Grants:
The business is categorized as Small and Medium Enterprise (SME) which has enabled the business to receive £ 20000 funding as a financial grant in the first two years from the UK government. The business will receive £15000 from the Retail and Hospitality Grant Scheme while £ 5000 from The Small Business Grant Fund.

[bookmark: _Toc50024786]Financial Forecast:
All the owners of the business have decided to finance the growth of the business through working capital of the business which means that the business will grow slowly in expanding its business operation as the owners do not have any expectation of supernormal growth in the business operation because the business will compete with the established food service establishments such Kennington Lane Cafe, The Coriander, Nando's Vauxhall Arches. To compete with these established these food service outlets, the cafe needs enough financial and human resources which the business does not have and direct competition with these food serving outlets may result in business failure as the enormous financial resources possessed by these businesses may retaliate to neutralize the competitive pressure arising from the business strategy of Diverse Cafe.

[bookmark: _Toc50024787]The Assumptions Made in the Financial Forecasting:
Making some financial assumptions is necessary for developing a financial plan (Van Reenen, 2016). Such financial assumptions not only play a very important role for creating the foundation and for developing the projected financial statements but also help to improve the financial viability among the investors if the financial assumptions developed are based on logic and numerical data.
The important financial assumptions made in projecting the income statement, balance sheet and cash flow statement for Diverse cafe for the first three years are mentioned below:
· A constant growth in the economy is assumed in developing the projected financial statements. Thus, no stagnation or recession is assumed in developing these financial statements.
· The sales price for each product is assumed to be remained the same during these financial periods. The total sales revenue for the first year is estimated at £22500 which is assumed to increase by a constant 15% in the next 4 years.
· Total cost of goods sold is estimated to be 43% of total sales revenue as the ideal average cost of sold ratio for UK fast food industry is 42% to 55% as mentioned in the report of Mintel which valued the cost of goods sold for the first year at £96570. It is assumed to be increased by 10% due to the increases sales in the next two financial years and to take into account the issue of price increase caused by inflation and the increased import tariffs resulting from Brexit.
· The delivery van will be delivered under the operating lease agreement for which the Cafe will have to a lease rental of £2000 for ten years.
· The company expects to maintain a gross profit ratio of more than 50% and net profit margin of more than 10% from the second year of business operation of the Diverse Café.
· It is assumed that there will be no sudden technological changes during the forecasted period which will make the equipment obsolete. 
· It is assumed that no owner will withdraw any money or product from the business during these forecasted financial periods.
· It is assumed that no dividend or portion of profit will be paid to the owner in the first two of business operation. All the profit will be retained for financing the equipment purchase of the cafe. 
· It is assumed that there will be no prepayment of the Small business loan taken by the owners during the loan period.
·  It is assumed that the business will make significant investment to expand its business geographically within the UK

[bookmark: _Toc50024788]Projected Financial Statements:
[bookmark: _Toc50024789]Projected Profit & Loss Account:
	Projected Profit and Loss Account

	Particulars
	Year 1 (Amount in £)
	Year 2 (Amount in £)
	Year 3 (Amount in £)

	Sales Revenue
	225000
	258750
	297562.5

	Cost of Goods Sold
	96750
	106425
	117067.5

	Gross Margin 
	128250
	152325
	180495

	Gross Margin (in %)
	57%
	59%
	61%

	Expenses
	
	
	

	Payroll Expenses including taxes
	40000
	45000
	50000

	National insurance and pensions 
	9000
	11000
	14000

	Staff training and recruitment 
	2000
	0
	3500

	Rent and rates 
	18000
	12000
	12000

	Sales and Marketing and Other Expenses 
	5000
	5000
	5000

	Depreciation
	3500
	3500
	3500

	Leased Equip-Delivery Van 
	2000
	2000
	2000

	Utilities 
	2500
	2500
	2800

	Insurance 
	2000
	2000
	2000

	Sundry expenses 
	986
	1287
	2398

	Total Operating Expenses 
	84986
	84287
	97198

	Profit Before Interest and Taxes 
	43264
	68038
	83297

	Net Profit before interest and tax (in %)
	19%
	26%
	28%

	Interest Expense 
	3627
	2726
	1764

	Profit Before Taxes 
	39637
	65312
	81533

	Profit Before Taxes 
	18%
	25%
	28%

	Taxes Incurred 
	3171
	5225
	14676

	Net Profit after tax 
	36466
	60087
	66857

	Net Profit after tax 
	16.2%
	23%
	24%

	Dividends
	0
	0
	35014



The projected Profit & Loss Account reveals that the cafe will be able to achieve the needed gross profit ratio and net profit ratio established in the financial projection as these ratios are more than 50% and 10% respectively.


[bookmark: _Toc50024790]Projected Balance Sheet of Diverse Cafe:
	Projected Balance Sheet

	
	Year1 (Amount in £) 
	Year2 (Amount in £)
	Year3(Amount in £)

	Assets:
	
	
	

	Fixed Assets
	
	
	

	Fixed assets 
	85000
	138000
	154000

	Accumulated Depreciation
	3500
	7000
	10500

	Total Fixed Assets 
	81500
	131000
	143500

	Current Assets
	
	
	

	Cash 
	8700
	14149.84
	34253.3

	Inventory 
	47000
	50710
	73066

	Other Current Assets 
	0
	1289
	1386

	Total Current Assets
	55700
	66148.84
	108705.3

	Total assets 
	137200
	197148.8
	252205.3

	Liabilities
	
	
	

	Current Liabilities
	
	
	

	Accounts Payable 
	20754
	33464
	49167

	Current Borrowing 
	20000
	17345
	7800

	Other Current Liabilities 
	0
	860
	1210

	Total Current Liabilities 
	40754
	51669
	58177

	
	
	
	

	Long-term Liabilities 
	
	
	

	Bank loan 
	50000
	38927
	26952

	Total Liabilities 
	90754
	90596
	85129

	Net assets 
	46446
	106552.8
	167076.3

	Share Capital 
	10000
	10000
	18000

	Retained earnings 
	36446
	96553
	149076

	Total Capital
	46446
	106553
	167076






[bookmark: _Toc50024791]Projected Cash Flow Statement of Diverse Cafe:
	Projected Cash Flow Statement

	
	Year 1(Amount in £)
	Year 2(Amount in £)
	Year 3(Amount in £)

	Cash Receipts
	
	
	

	Cash Sales 
	225000
	258750
	297562.5

	 Cash Received from Bank Loan 
	50000
	0
	0

	Cash received under Different Financial Grants 
	20000
	20000
	20000

	Total cash inflow
	295000
	278750
	317562.5

	
	
	
	

	
	
	
	

	
	Year 1
	Year 2
	Year 3

	Cash cost of sales
	
	
	

	Cash Spending 
	96750
	106425
	117067.5

	Initial inventory purchase 
	3000
	
	

	Subtotal cost of sales
	99750
	106425
	117067.5

	Cash expenditure
	
	
	

	Operating expenses 
	81486
	80787
	93698

	Interest payments 
	3627
	2726
	1764

	Tax paid 
	1737
	15662.16
	19215.54

	Subtotal cash expenditure 
	86850
	99175.16
	114677.5

	
	
	
	

	Cash capital payments
	
	
	

	Loan repayments 
	14700
	14700
	14700

	Assets purchased 
	85000
	53000
	16000

	Drawings 
	
	
	

	Dividends paid 
	
	
	35014

	Subtotal cash capital payments
	99700
	67700
	65714

	
	
	
	

	
	
	
	

	Total cash outflow
	286300
	273300.2
	297459

	Net Cash inflow/(outflow) 
	8700
	5449.84
	20103.46

	Opening balance 
	0
	8700
	14149.84

	Net cash inflow/(outflow) 
	8700
	5449.84
	20103.46

	Closing balance £
	8700
	14149.84
	34253.3





[bookmark: _Toc50024792]Break-Even Analysis:
The breakeven analysis for the Diverse Cafe reveals that the sales revenue of the business is strong enough to remain competitive and stable in the future and showing a strong balance between forecasted sales revenue and fixed cost of the business. It is estimated that the annual fixed cost of Diverse cafe is £71650 and the average sales revenue for serving a customer is £3.5 while the average cost for serving a customer is estimated to be £1.65. Based on this information, Diverse cafe has to sell 37710 units of fast food item or earn a sales revenue of £131986 to achieve annual breakeven in the business operation. 

[bookmark: _Toc50024793]Conclusion:
The business plan is concerned with the proposal of establishing a quick food service establishment under the brand name ‘Diverse Cafe’ in Kennington Lane, Vauxhall. Though the UK fast food industry is characterized as the highly concentrated and competitive industry due to the significant market power enjoyed by the established international fast-food chains, the proposed food serving outlet will be able to enjoy sustain able growth in the industry by  serving a niche market.
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Sales Revenue of top 10 UK fast brands in UK ( Amount in £ Billion)

Sales Revenue ( Amount in £ Billion)	
Mcdonalds	Starbucks	Costa Coffe	Domino's	Pret A Manger	KFC	Nando’s Outlets	Subway
	Burger King	PizzaHut	2.0699999999999998	1.08	1.01	0.98	0.8	0.79	0.77	0.63	0.6	0.54	

Number of fast food outlets in Londom Boroughs in 2018

Number of fast food outlets	Barking and Dagenham	Barnet	Bexley	Brent	Bromley	Camden	City of London	Croydon	Ealing	Enfield	Greenwich	Hackney	Hammersmith and Fulham	Haringey	Harrow	Havering	Hillingdon	Hounslow	Islington	Kensington and Chelsea	Kingston upon Thames	Lambeth	Lewisham	Merton	Newham	Redbridge	Richmond upon Thames	Southwark	Sutton	Tower Hamlets	Waltham Forest	Wandsworth	Westminster	194	278	196	304	255	330	269	424	286	266	231	290	196	255	201	236	256	184	295	100	136	313	345	167	364	229	123	339	179	354	297	306	464	
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