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The business idea refers to developing a new product – eco bags made of hemp. The new product is innovative, as it is able to fully replace the commonly used plastic bags. Hemp delivers several important advantages, including physical strength, safety and cleanness. Moreover, no bleach and pesticides are applied as a part of the production process. Thus, the product can be used multiple times; thereby, fully replacing conventional plastic bags in the process of shopping. 
The main mission of the hemp-based bags is to make the planet a cleaner place. This is an inspiring goal served by the new product. 
The relevance of the product stems from the official government policies aiming at fully eliminate singe use plastic by year 2042 due to its negative impact on the environment (Smith, 2022). Moreover, consumers in the UK are increasingly more aware and sensitive to various environmentally-related issues (UK Consultancy, 2022). Given the trends towards a sustainable consumerism, the new product could be preferred by many sustainable consumers who are willing to pay extra for protecting the environment by avoiding plastic waste. 
The new organisation has several legal formation alternatives. Sole trader is the most basic one characterised with easy formation and management; however, sole traders are not legally protected against the liabilities of the company (UK Government, 2022). An alternative option is to form a partnership by combining efforts and responsibilities with other professionals (UK Government, 2022). This legal form is also excluded, as the owner wants to maintain full control over the company by having 100% ownership stake. Limited companies are suitable, as they provide a legal separation between the owner and the entity (Fernando, 2022). As a result, the debts of the company do not affect the financial situation of the owner, as both things are separated (Fernando, 2022). In this case, a private limited company is preferred, as the public one is more suitable for large organisations which are popular and have the resources to respond to investors’ expectations and extensive financial regulations (Fernando, 2022). 
The production of hemp-based bags is complicated by the fact that the UK bans the use of cannabis. Hence, a key milestone would be to develop production facilities abroad and then distributing the finished products in the UK market. It is also important to boost consumer awareness regarding the product and its brand. The implementation of effective marketing activities (marketing mix) is also a key for future success. 
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The Five Forces model by Porter (1979) is a form of industry analysis aiming at understanding the prospects for profitability. The factors, which influence profitability in the hemp-based bags sector, are discussed below. 
Threat of new entry 
With exception to the regulatory requirements, the industry has no major entry barriers in terms of necessary capital or development of sophisticated distribution network to enter the market. Hence, many potential new competitors may decide to sell hemp-made bags
Threat of substitutes
The threat of substitutes is high given the fact that UK consumers may prefer traditional plastic bags or other alternatives made of textile and other substances. Bags are not a sophisticated product and may replacements exist in the market.
Bargaining power of customers
Customers are many in number given the fact that the UK population is 67 million (Focus Economics, 2022). Even if excluding the people below the age of 18, who do not engage in shopping, the number of buyers remains quite high. Customers are also individuals; hence, their small size additionally restricts the opportunity to ask for discount prices. 
Bargaining power of suppliers
Suppliers have a limited bargaining power. This is shown by the existence of many suppliers, primarily located in low-cost regions of Asia (Alibaba, 2022). Suppliers are not differentiated and suppliers may be easily replaced in order to get access to lower-cost offers. 
Competitive Rivalry
There are many rivals, as customers can buy from UK-based importers or via online retailers, such as Alibaba (Alibaba, 2022). In the UK, the most popular hemp-bag brands are shown below. They have numerous sources of specialisation; however, no one has specialised in delivering shopping bags in particular, as the focus in placed on other types of bags (Sativa, 2022; Healthy Back Bag, 2022). Hence, this is an opportunity for the new company to fill the existing market gap. 

	Name of competitor
	Differentiation

	Sativa Bags 

	Wide product range, popular brand (established in 2007), free shipping, wholesale options available (Sativa, 2022). 

	Hempnath 

	Wide product range, high-quality, access to numerous hemp-based accessories (Hempnath, 2022). 

	Healthy Back Bag 

	Focus on exceptionally high-quality materials and product design; however, the focus in placed on the segment of back bags only (Healthy Back Bags, 2022). 
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OPERATIONS
The business process is complex because of the need to outsource production abroad and then import the finished products. The first step is to produce hemp-bags – a process conducted by small manufacturers in Nepal and India due to the low costs and specialisation of these regions. Second, finished products are transported to the UK be sea. Third, once delivered, they are sold to individual UK-based customers. 
An inventory of hemp-based bags will be accumulated with the idea of avoiding any shortages and delays when delivering the products to final consumers. The production orders, which are made to the producers, would depend on the number of purchase orders by consumers.  
The actual management of the business in the UK also requires the adoption of automated systems for invoice generation and management of customer orders. Conventional accounting systems will be employed, as well. At some point of time, the company will also invest in big data analytics to better monitor consumer trends and preferences on the basis of purchasing patterns and social media activity. 
How would you generate revenue for your business? E.g., How would you prevent loss of revenue?
Revenue is generated by selling the product to individual consumers (B2C). This is the main revenue stream. At some point of time in the future, when the hemp-bags become popular, other companies will be allowed to advertise by putting their logos on the bags against a commission. If the website of the company becomes popular, additional revenue could be generated through banners; thereby, benefitting from the online traffic.
MANAGEMENT TEAM
The employees, who participate in the production process, are excluded from the management team. Only the members of the UK team where decisions are made are included in the analysis, as shown below. There are diverse roles due to the importance of creating a team of specialists with holistic skills. 
	Name 
	Skills
	What do they bring to the firm

	Owner 
	Leadership and management skills, entrepreneurial skills  
	Responsible for setting the strategic goals and vision of the company. Ensuring smooth and efficient operations and looking for new business opportunities. 

	Marketing specialist 
	Social media, digital advertising, general marketing skills, analytical skills, etc. 
	Responsible for the implementation of the marketing mix. Focus on creating social media content and effective marketing messages maximising consumer demand and brand development. Analysis of relevant consumer trends suggesting potential marketing mix changes. 

	Sales and customer communication (three people)
	Communication, customer service skills, flexibility, empathy, etc. 
	Responsible for the management of online sales and digital sales channels. Responding to questions by customers and delivering post-purchase support and assistance. 

	Accountant 
	Numeracy, analytical skills, precision and focus, attention to details. 
	Responsible for all accounting functions of the company: financial reporting, invoices, cash flow management, risk management. 

	IT support (two people)
	Technical skills, digital sales, software development, etc. 
	Development of online sales channels. Update of software functionality, as well as delivery of enhanced cyber security. Maintenance of the IT systems. 
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The analysis of the marketing mix is important for the success of the company. The choices of product, price, promotion and place could determine the ability to attract consumer demand, as well as develop a strong and recogniseable brand over time (Kotler et al., 2020). Justification for the marketing mix is delivered below. 
Product: Brief description of your product
Product features are essential in determining the size of consumer demand and prospects for business success (Kotler et al., 2020). Hemp, as a material, delivers several important advantages, including physical strength, safety and cleanness. Moreover, no bleach and pesticides are applied as a part of the production process, as discussed. Thus, the product can be used multiple times; thereby, fully replacing conventional plastic bags in the process of shopping. In addition to its properties meeting the needs of sustainable consumers, hemp-based bags are offered in different varieties in terms of size, colour and design. Thus, it is possible to customise the offerings to boost demand. 
Price: How much would you charge for your product and what is the basis for the price chosen?
Price is a key marketing mix element which largely influences the size and nature of consumer demand (Kotler et al., 2020). The price for a hemp-based bag could vary depending on its size and design features. The price range is between £19.99 and £29.99. Thus, an average price of £25 is assumed as applicable. The price may look quite high at a first glance; however, it should be noted that hemp-bags could be used for a prolonged period of time (1-3 years). Hence, the product is a worth investment when compared to the accumulated costs for plastic bags over the same period of time. The price reflects not only the superior product quality, but also the costs of production and distribution. 
Promotional Mix: What techniques would be used in promoting your product?
A variety of promotional options are available to boost demand and brand popularity of the new product (Kotler et al., 2020). Sales promotion is considered in the initial stages of business operations in order to quickly capture market share and make the product more popular. Advertising is also applied by dedicating efforts on social media and other web-based platforms. Traditional media, such as TV and radio, will be purposefully avoided, as they are costly and it is more difficult to target specific consumer groups of sustainable customers. Public relations are also applicable through participation in sustainability fairs and organising thematic events focused on the product.  
Place (Distribution strategy): How would your product be distributed?
The product is manufactured in Nepal and India – top producers of hemp-based products. Then, products are transported by sea to the UK market. Most products are expected to be sold by an online sales platform. The online store is a promising distribution channel, as 30% of all retail sales in the UK are already conducted via the Internet (ONS, 2022). Due to the lack of significant resources, only an online store will be used in the first year of operations. Once the company gains resources, several physical stores are considered in London and other metropolitan areas in the UK where there is a concentration of many people and target customers.
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Sources of funds: where would you be getting funds from?

Funds will be acquired from two sources: own capital (£20,000), bank loan (£30,000) and a government-backed start-up loan (£20,000). Own equity is based on personal savings and some support from family members. This is a flexible and cost-free way of funding, as nothing should be paid in interest expense. It is also an informal way of funding because of the absence of formal procedures and paperwork (Grant Free, 2022). The bank loan is costly due to the necessity to pay interest; however, it is important for acquiring additional funds to expand the business (Chen, 2022).The UK government also provides funding schemes for start-up businesses up to £25,000 (Grant Free, 2022). This funding scheme will be used by asking for £20,000. 
There are other available funding schemes but they are not applicable in this case. Angel investors provide capital in return of an ownership stake instead of repaying the received money (European Commission, 2022). Crowdfunding is also gaining popularity as an alternative option of funding where the public delivers resources to new projects (Johnson, 2022). 
Hence, the company starts with a capital of £70,000. It is used to purchase management systems (specialised software) worth £20,000 and cover operational expenses (salaries, rent, etc.) in the first months of operations when the revenues are still low and the company cannot e self-sufficient. Growth of sales is high at the beginning and then slows down. The break-even point is achieved in month 3. 
Use of funds

	
	Month 1
	Month 2
	Month 3
	Month 4
	Month 5
	Month 6

	Revenue (from your operations and marketing section)
	50,000 (2,000 items sold)
	100,000
	180,000
	250,000
	320,000
	380,000

	Fixed Costs
(List out your fixed costs)






	40,000 (8 people * £5,000 per month on average)
5,000 (rent) 
10,000 (marketing budget per month)
2,000 (miscellaneous)
1,000 (loan repayment)
20,000 (one-time expense for software purchase)
TOTAL: 78,000
	58,000
	58,000
	58,000
	58,000
	58,000

	Variable Costs
(List out your variable costs)








	Costs of goods sold (CGS) (production and transportation) equal to 50% of revenue.
Costs of goods sold = 25,000
Other expanses = 5,000
	CGS 50,000
Other 4,000
	CGS 90,000
Other 6,000
	CGS 125,000
Other 7,000
	CGS 160,000
Other 8,000
	CGS 190,000
Other 10,000

	Profit 
	-58,000
	-12,000
	26,000
	60,000
	94,000
	122,000
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