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[bookmark: _Toc142493689]Introduction 
This is the actual business plan based on the discussion of the external environment and possible business development opportunities. Important strategic, operational, financial and marketing aspects of the business entity are discussed. 
[bookmark: _Toc142493690]Business Description, Intellectual Property and Legal considerations
Previous analysis identified the important role of technological advance and sustainability as key external trends delivering new business opportunities. Given the fact that most of the UK consumers appreciate the concept of sustainability, the current business idea is a fusion between sustainability and new technologies (Statista, 2021). 
More specifically, the company is called ECOSHOES. The rationale behind the business idea refers to the production of sneakers, trainers and other types of shoes from used tyres. This is a new type of shoe production which contributes to the advance of the circular economy and plays a key role in waste reduction and recycling. The bottom of shoes is entyrely made from used tyres based on new equipment and innovative technological processes, as shown below. Hence, ECOSHOES offers a new product in the marketplace. 
Figure 1 – Possible shoe design (right) and technology for tyre extraction (left)
[image: ]
The business idea aims to address the needs of sustainable consumers, as well as contribute to waste reduction. As suggested by Armstrong (2022), car tyres is the second most considerable source of microplastic in oceans – an environmental issue of increased severity. Therefore, the business can deliver not only new commercial opportunities, but also address an important environmental problem. 
Figure 2 – Sources of microplastic in oceans
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Source: Armstrong (2022)
Considering the product description and aims of the business, the mission statement can be described, as follows: ECOSHOES integrates technologies, creativity and sustainability values to support eco-conscious consumers in their efforts for a better future. 
The intellectual property of the business refers to the design of the shoes. This is to a great extent manufacturing business where shoe design is one of the few the unique source of differentiation. The logo and the brand name of ECOSHOES should be under intellectual property protection, as well.  Given the nature of the business, there is no other creative work except for shoe design. Moreover, the technology for plastic extraction from old tyres is available and already patented by the respective inventors. Hence, ECOSHOES should purchase the technology, rather than innovating and patenting new equipment and processes.  
[bookmark: _Toc142493691]Industry Analysis
ECOSHOES operates in the sustainable footwear industry. It is an emerging industry given the insignificant industry revenue of $9.6 billion per annum (FMI, 2023). The expectations for future growth are solid. FMI (2023) provides a projection for an average compounded annual growth rate of 6% - much higher than the overall footwear sector. Thus, the segment of sustainable footwear is expected to reach almost $17.2 billion by year 2033 (FMI, 2023). Considering these projections, the industry has a solid growth potential which is mainly driven by new technologies, which facilitate the production of sustainable shoes, as well as the growing interest of consumers in sustainable products (FMI, 2023). 
The industry attractiveness and profitability prospects are explored by the Porter’s Five Forces model. Five distinct factors must be analysed to understand the overall profitability of a sector – bargaining power of suppliers and customers, threats of new entrants and substitutes, as well as existing rivalry (Isabelle et al., 2020). Each of the five factors is affected by a variety of conditions, as shown below (Isabelle et al., 2020). They are explored in more detail when considering the sustainability footwear industry.
Figure 3 – Porter’s Five Forces model overview
[image: ]
Source: Isabelle et al. (2020)
The bargaining power of suppliers is low because old tyres – the main raw material for sustainable footwear production – is abundant. Moreover, suppliers can be easily substituted, as old tyres are not a highly differentiated product. 
The bargaining power of buyers is moderate. On the one hand, buyers are individual consumers who are many in number and small. This condition reduces their market power. On the other hand, buyers may find other sustainable footwear products in the marketplace at a low switching cost which increases their bargaining power. 
The threat of new entrants is high, as investment costs and other entry barriers are low; thereby, allowing new market players in the lucrative market segment.
The threat of substitutes is low because consumers cannot easily substitute a basic product, such as footwear. 
The existing rivalry is moderate. On the one hand, there are solid brands with many loyal customers, such as Adidas and Nike. On the other hand, the sustainable footwear segment grows very fast; thereby, providing new opportunities for profitability (FMI, 2023). 
Overall, the sustainable footwear segment provides relatively positive prospects for high profitability, mainly due to the growth of the sector, easiness of finding suppliers and favourable consumer trends. 
The VRIO analysis is acronym of valuable, rare, inimitable and organised – four conditions which must be simultaneously met to establish sustainable competitive advantage (Barney, 1991). The VRIO model requires a thorough analysis of ECOSHOES’s resources and capabilities to determine the main sources of competitiveness in the marketplace, as well as the areas where improvements are possible. 





Table 1 – VRIO analysis of ECOSHOES	
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The capital, equipment and workforce play a key role for operating the business; however, these resources are also available to competitors and can be easily imitated. The brand name of ECOSHOES is still largely unknown by the public; hence, it cannot be a basis for competitiveness. The main levers for competitiveness stem from the capabilities of the organisation focused on its ability to develop a unique organisational culture promoting innovativeness and creativity. 
[bookmark: _Toc142493692]Operations and Management Team Plan
Legally, the structure of ECOSHOES is a private limited company – PLC. This is justified by the small size of the start-up organisation, the easiness of establishing and managing PLC, as well as the legal separation between the company and its owners (Chen, 2022). Hence, the own capital of the owner is protected against the liabilities, if any, of the business entity (Chen, 2022). Moreover, the owner has a full control over the company, as ownership is not shared.
The company can be considered a micro business because it has fewer than ten employees. The management team consists of eight professionals with unique roles and responsibilities, as follows:
· Owner: Me. Key responsibilities include strategy development, key decision making, supervision and control over operations. 
· Shoe designer: A professional responsible for the design of new shoes.
· Marketing professional: A professional responsible for all marketing activities, including social media ones.
· Finance and accounting: A professional responsible for the preparation of financial statements, as well as internal performance analysis and key financial decision-making. 
· Production employees: Three experienced professionals with skills in the shoe production process. They must manage the machines and all equipment involved in the shoe production process. 
· Distribution: A professional responsible for inventory management, customer orders and complaints management. 
Some non-core activities, such as security, cleaning and legal services are outsourced to external providers. Hence, the above-mentioned professionals comprise only the core management team of the company or its full-time employees. Considering the small size of ECOSHOES, the proposed organisational structure is relatively flat. While the owner makes all major decisions, active communication and coherence of the company are quite present. This is supported by the lack of any meaningful hierarchy and barriers to communication and coordination of activities.
Figure 4 – Organisational structure of ECOSHOES
[image: ]
As shown, the level of specialisation is high. Thus, ECOSHOES includes professionals with niche skills. Professional capability, as well as effective collaboration are essential for successful performance. Without exception, all organisational members play an equally important role for the company. 
[bookmark: _Toc142493693]Marketing Plan
The marketing mix has a key role in the process of positioning of ECOSHOES (Kotler et al., 2020). Four elements are discussed – product, place, price and promotion – to identify the best solutions affecting consumer demand, brand positioning and overall marketing strategy (Kotler et al., 2020). 
In terms of product, ECOSHOES relies on quality, innovativeness and design – key characteristics to effectively differentiate in the market. Therefore, products must integrate the above-mentioned three key features. ECOSHOES must also develop many types of eco-shoes to address the needs of multiple consumer groups. The focus on quality and innovativeness is essential for developing a strong brand and reputation in the long-term; thereby, establishing a new source of competitive advantage (Kotler et al., 2020). 
Place is limited to an online-based store. E-commerce is a fast-growing segment, as more than a quarter of all UK retailer sales are made via the Internet (Coppola, 2023). An online store also facilitates accessibility because overseas buyers can access the products of ECOSHOES. Moreover, ECOSHOES does not have the financial resources to open a network of physical stores. Therefore, the development of effective online-based sales channels is much more cost-efficient and acceptable in terms of distribution. 
Figure 5 – E-commerce in the UK (£, million)
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Source: Coppola (2023)
Price is higher-than-average due to several factors. First, as discussed, ECOSHOES aims to base its competitiveness on quality, innovativeness and design uniqueness. Thus, the differentiation generic strategy suggests high prices. Second, high prices may fuel the demand of consumers for the new shoes, but the company cannot have enough production capacity at the initial stages of its existence. Therefore, higher prices are desired to meet demand and avoid product scarcity and delays. Third, high prices are also suitable given the fact that 69% of consumers express willingness to pay extra for getting access to eco-friendly products (Fashion Network, 2023). Hence, higher-than-average prices also reflect the exclusivity and quality of the offered products. 
Promotion aims at stimulating demand and brand awareness (Kotler et al., 2020). ECOSHOES will avoid price-based promotional stimuli; instead, consumers will be rewarded based on their loyalty. Points-based rewards, gifts, affiliate stimuli and others are suggested. In addition, active social media activities on Facebook, Instagram, YouTube and X are planned to increase public awareness and customer communication processes. 
The above-mentioned marketing plan reflects the long-term vision of ECOSHOES to develop a strong brand, high customer loyalty and reputation as a leading sustainable producer of footwear. 
[bookmark: _Toc142493694]Financial Plan
The start-up costs include several key expenses. First, a special machine must be bought to extract the rubber from old tyres and use it for shoe production. The cost for such a machine tends to range, but market analysis indicates $23,000 (the equivalent of £19,000) as a common purchase price (Alibaba, 2023). ECOSHOES should also dedicate additional £31,000 for extra equipment which is necessary in the shoe production process. Thus, £50,000 is needed to ensure production process. 
Additional resources are necessary to purchase computers, secure a long-term lease of a production facility and an office (£30,000). Some capital reserves are also needed as a buffer to cover all operational losses until the company becomes profitable. This reserve amount is suggested to be £70,000. On total, at least £150,000 is necessary to start the business and ensure smooth operations regardless of the market performance in the initial months. 
Capital can be acquired from many sources – own savings, resources provided from family members and friends, small business lending by bank, government-financed funding schemes, angel and venture capital investors, crowdfunding and others (GrantTree, 2022). In this case, the capital is a mix of own savings £30,000 and a loan from a bank for the remaining £120,000. The use of own funding ensures control and no interest costs; however, a bank loan is necessary to make the business idea a reality. Thus, additional resources are accessed for investment purposes (Philps and Campbell, 2023). The disadvantage refers to the interest expense given the current rate at a level of 13% - 15%, since the loan is unsecured and perceived as riskier (Virgin Money, 2023). Considering this, a total of £179,000 must be repaid over a period of five years; thereby, causing extra interest expenses equal to £79,000 (Calculator net, 2023). 
Figure 6 – Capital structure of ECOSHOES (%)
[image: ]
The business intends to generate revenue solely based on selling sustainable footwear products. Given the high-quality and exclusivity of products, the profit mark-up is 100%. This is also reflected in the following cash budget. The raw materials and other supplementary components for producing a pair of shoes is suggested to be £50. Respectively, the selling price is £100. The starting sales volume is just 200 pairs in month 1. Regardless of the low starting point, sales are exponentially growing in the initial six months due to the growing popularity of ECOSHOES. There are also a variety of operational expenses which negatively affect the financial performance of the company. Salaries are on average £4,000 per person. Depreciation of equipment is not included in the analysis, as does not cause cash outflow. 
Table 2 – Cash budget of ECOSHOES (£)
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The break-even point is achieved in month 4 when the company becomes profitable. This occurs at a production level slightly lower than 1,200 pairs per month. The cashflow analysis shows the good prospects for ECOSHOES, as profitability is realistic even in worse-than-expected scenarios. Hence, the business idea must be executed. 
[bookmark: _Toc142493695]Conclusion 
Research findings demonstrate the financial viability of the business idea and its relevance in the present market context. The evidence paves the way for future business operations and motivates the pursuit of entrepreneurial achievement. 
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