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1
Executive Summary

1.1 The Problem:

Imagine:

On a cold Monday morning after a long weekend partying, your alarm goes off. Time to get out of bed…. You’re really tired and anything but in the mood for work. But ok you have to earn your living, so tired and annoyed you get out of bed. You take a nice warm shower to wash off the weekend. After your shower you walk to your closet and search of a nice shirt for that important presentation you have to give at the office at nine. You really hate ironing, but luckily your maid irons all your shirts for you, so you don’t have to worry about that. …. WRONG! Once you try to pull out a shirt all the other shirts come with it, so now all your shirts are hanging wrinkled and creased in the closet.

So now you have to iron your shirt in the already limited time you have to get to work, causing you to be late, even more annoyed than on a regular Monday morning and late for work. 
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Without The Hanger-Over

1.2  Solution:
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We have invented the Hanger-Over! It is a clothes hanger that makes sure your shirts stay wrinkle free any day of the week. It makes it impossible to pull other shirts out of your closet at the same time, keeping them looking fresh and neat. Just press the red button on the hanger and you can push that snooze button an extra time in the morning!! Or start work early so you can impress your boss.
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How does it work? 

As you can see in the picture below: If you press de “red” button of the Hanger-Over two long bars will come out. These bars will push to the sides of the blouse. These bars will prevent that your shirts can wrinkle in your closet. Furthermore, the Hanger-Over will prevent pulling more than one shirt at the time out of the closet.
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The Hanger-Over

1.3  Business model:

We will use a multi distribution strategy for selling our product. First we will sell the Hanger-Over in clothes stores where they focus on business people and department stores which also sell shirts. The product will have an introduction sale in these stores and the customers can buy a single Hanger-Over if they wish to try it. 

Furthermore, we will sell the Hanger-Over on our company web shop (Hangerover.com). Customers or companies can buy and order the product online 5 or more at a time. We will ship them to order worldwide. Customers will pay via credit card or pay pall when they order the product online.  Companies which order larger quantities starting from 50 or more at a time can choose to pay on delivery.

1.4  Keys to Success

There are several important features we have to implement before Hanger-Over can be sold online or in the shops. 

First, we will have to make a deal with a factory which can produce our product. We are developing a prototype, we also have to make sure that this prototype can be produced in mass production. Also we have to make sure that the costs of production will be on an acceptable level so we can sell the product for a profitable margin and at an attractive price level.

Second, we have to develop a web shop where we can sell the product online. It is crucial that we have the product ready and available at moment we launch our web shop. Also we have to invest in our Google search engine position. We will have to develop a strong online marketing strategy.

Third, we have to make deals with clothes stores and department stores which will sell our product for us. In this we also have to make sure that we are capable of delivering the product as expected. 

2 Line of products or services

2.1 Features

The Hanger-Over is based on one simple product. But we have five different types of Hanger-Overs: wooden, metal, plastic, velvet and satin. We chose to have different materials because people have different styles of interior design. 

Basically we have two product styles: The velvet, wooden and satin Hanger-Overs are part of exclusive line and plastic and wooden are part of the basic product line. The velvet and satin hangers will be aimed at our female consumers.
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Basic styles
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Exclusive styles

Furthermore, we differentiate between Hanger-Overs for men’s shirts and Hanger-Overs for women’s shirts. The women’s the Hanger-Over will be slightly smaller than the men’s variety making sure there is no problem in fitting the shirts on our Hanger-Overs.

So we have two different product styles and we differentiate between men’s and women’s shirts. This means we will sell 9 different types of Hanger-Overs, 3 for men’s shirts and 5 for women’s shirts. 

The exclusive style has an extra feature. It is possible to order Hanger-Overs in this line with the customer’s name printed on. So it will give the buyer a sense off uniqueness. For this extra service we will charge an additional fee.

2.2 Price Points

Like we have discussed here above we introduce two different product lines; exclusive and basic. The prices between these product lines differ, there is no difference between the prices of the male or female Hanger-Overs.

The basic line will be 3,99 euro a piece for the plastic Hanger-Over and 4,99 euro a piece for the wooden Hanger-Over. 

The exclusive line (every variant) will be 6,99 euro a piece. To have a name imprinted on an exclusive l Hanger-Over will cost an additional 1,50 euro a piece. 

There will be no price difference between the women’s and men’s Hanger-Over. 

The prices are estimated on existing market prices for hangers, outcomes of a survey and cost prices of hangers.  The hanger-over is well priced compared to existing hangers. We asked 150 business people what price they would pay for the Hanger-Over themselves. The outcome of this survey is included in our price. 

We found a company who will help us with developing the Hanger-Over and this company will also produce the Hanger-Over for us. We have an agreement with the company that the Hanger-Over can only be sold to us. The cost price for the different Hanger-Overs differ from each other, the cost price are between 0,99  and 1,50 euro, plus shipping cost that are 0,30 euro per hanger.  Orders are per 50.000 pieces so 15.000 euro per order.

The imprinted name will be done by a local company for a price of 0,99 euro per hanger. The Hanger-Over with an imprinted price will give us a profit off 0,51 euro.

The table on the next page show how we came to our selling price. In the table we excluded our fixed cost. In point 5.2 there will be spoke how we will use our profits for  our fixed costs.

	
	Cost price
	Shipping cost
	Selling price
	Profit  *
	Imprinting cost
	Selling price incl. imprinting
	Profit * with imprinting

	Basic line plastic
	0,99
	0,30
	3,99
	2,70
	0
	
	x

	Basic line wooden
	1,30
	0,30
	4,99
	3,39
	0
	
	x

	Exclusive line (every variant)
	1,50
	0,30
	6,99
	5,19
	0,99
	6,99 + 1,50 =                  8,49
	5,70

	 
	 
	
	
	
	
	
	

	*   Before fixed cost
	Marketing costs, Administrative costs, Travel cost, Other costs and Unforseen costs
	 


Table presents cost price, selling price and profit per hanger-over type.

3 Market and industry analysis 

3.1  Target market  

Our main target audience is Dutch men and women between ages 20 and 49 (M/20-49/AB1 Dutch target group table). These AB1 group has been defined as higher educated, with a higher income and higher corporate positions. 

We acknowledge that we can’t compete with in our vision the biggest competitors:

1)  The free clothes hangers that customers receive when buying clothes

2)  The extreme low priced clothes hangers that customers can buy at discount shops

But, we also see a lot of opportunities for the higher segment of customers that want comfort, easy living and good use of product. Besides the demand side of our market, we can also endorse the brand by applying push marketing on the supply side. We believe that for the higher segmented stores like Bijenkorf, it would be great to offer our product either for free or at a discount when selling a shirt (of course we will apply bulk discounts in that case). The advantage of this type of strategy is to increase the level of customer service for the store. This is done with suit-packaging and tie-packaging too. 

Although we also target women, because they have the same problems, our main marketing activities will be focused on men since we believe they are most familiar with the problem we stated earlier in this business plan.

Dutch working women between ages 20 and 49 will be our second target group. This group is different from the male group in terms of trendiness. We believe this target group needs different marketing and is harder to get to than men in the same social and age class.

Our target group size is noted in the table.

	Target group
	Size

	M/V 20-49 AB1
	    3.583.300


Bron: CBS

For targeting our main target group, we will focus mainly on three aspects

1)    Cooperating with high end clothing chains/privately owned stores. We could co-brand our product by printing the store’s or brand name on the Hanger-Over.

2)    Business to consumer marketing in business environments. We will target big companies by handing out flyers and merchandising to employees in the early morning before work. This will also be done at railway stations and airports.

3)    Via SEO specialization to get cheap or free traffic to our web shop (focus SEO only highly relevant search words). 

We call this “smart marketing” because with relatively low marketing budgets we can target many customers via relevant market places and search channels. When our product has proven itself and is established in the market, we will expand our marketing activities to SEA and other offline focused branding campaigns to gain more brand/product awareness. 

Some extra figures:

· There are 2. 120.000 higher educated customers ¹(25-55 ) in the Netherlands

· The amount of clothes stores in NL² -> 15.810    

· The average  spendings : EUR 722 ² 

· This leads to an estimated need 5-10 hangers per year  

· This leads to 10-20 million selling opportunities per year 

Sources:

1) Cbs  

http://statline.cbs.nl/StatWeb/publication/?DM=SLNL&PA=71822NED&D1=1&D2=0&D3=2-4&D4=0-4&D5=8-9&D6=0&D7=l&HDR=T,G2,G1,G5,G6&STB=G4,G3&VW=L
2) ABN Amro 

www.abnamro.nl/nl/.../retail-branche-kledingzaken.pdf
3.2  Industry analysis 
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For our industry analysis, as mentioned in paragraph 3.1 we’ve acknowledged several other parties that forced us to be creative in our marketing strategy. 
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The main direct competing suppliers in the market for normal clothes hangers are:

· Mid level convenience stores (like V&D, HEMA and Blokker)

· Low level convenience stores (like Zeeman, Wibra, Xenos etc.)

The bargaining power of customers is relatively low because we target the higher segments. The bargaining power of suppliers is not that relevant at this early stage yet because the expected sales numbers will be lower in the beginning. The threat of new entrants and substitute products is in our view the highest relative risk. 

Our generic strategy will be one of a differentiation strategy with a narrow market scope. 

We believe that our target market is mainly in a higher segment where there is less competition. 

We believe our product needs to be targeted at the higher level because of two reasons. The first reason is that with our relative low budget we can’t compete on price. Secondly we believe our product is more relevant for the higher consumer segment because of clothing etiquettes in corporate environments. 

3.3 Concluding statement 

Given the fact that our product is very useful and unique we believe we can gain a large market share within a short period of time. We acknowledge that we need to cooperate with bigger stores or chains from the start for a speedy market penetration, to try to prevent copying by other manufactures. 

We believe that with smart marketing our goal of at least 5000 euro’s revenue per month after a period of one year, can be met without having to spend hundreds of thousands of euro’s into marketing. This means we can break even in the first year and turn a profit from the second year.

4 Our strategy
4.1  Product design considerations

In chapter two the Hanger-Overs’ different product lines have been described in detail. We chose for two different lines (basic and exclusive) to appeal to as many potential customers as possible. In the exclusive style we have added the feature of printing your own (brand) name because it gives an added value in the customers’ experience. 

We have chosen for different prices for our products. Our pricing strategy is based on the customers’ experience. If a buyer just wants the functionality of keeping their shirts from being wrinkled they buy the basic Hanger-Over if they want more customer value (printed name, better materials) they might prefer the exclusive line which will have a higher price.

4.2  Partner/supplier/vendor agreements

The Hanger-Over company has a few agreements with outside parties. All these agreements are based on formal contracts. First, we have an exclusive agreement (for both parties) with the factory which produces our Hanger-Over. We are required to let them produce our product, we will order our products here and we pay a fixed price. After the first year we will evaluate the production price. Furthermore, we have a formal agreement with the party which can print the names on the Hanger-Overs (exclusive line). Third, we will have formal agreements with our distribution channels (Beijenkorf, Suit Supply, etc). They will sell our products in their stores and we will have to make deals about supplying, selling prices and stock. With these parties we try to establish long term relationships.

4.3
Marketing & Sales strategy

4.3.1  Marketing strategy

The American Marketing Association  defines marketing as “Marketing is the activity, set of institutions, and processes for creating, communicating, delivering, and exchanging offerings that have value for customers, clients, partners, and society at large.” 

Our marketing strategy is based upon the idea that we can charge extra price premium because we add extra value to a product that is seen as a product with low involvement and is only practical to a limited extent. Our main marketing goal is to communicate the value of our product to potential customers. This is our main focus because our product’s substitute is a normal cloths hanger that is mostly provided free or can be bought at convenience shops for very little money. 

As has been partially stated in paragraph 3.1 we need to implement a segmentation strategy because our target market is specific. Whereas for example a new telephone could be targeted at a wide variety of people we focus on people that really experience the problems of wrinkled shirts in their business environment. We strongly believe that this product market combination enables us to address the right customers. 

4.3.2 General Sales strategy

Whereas our marketing strategy is mostly about formulating and integrating our overall idea’s, our sales strategy needs to be defined in a more practical way. In our sales process we have two main targets. First; the cooperating cloth stores and second the consumer that needs to be targeted. 

4.3.2.1 B2B Sales strategy 

For our B2B Sales strategy we will need to focus on both the aim for both parties to “win” money out of this. By sharing profits with the clothes stores an incentive to sell this. Besides this we focus on co-branding by providing the opportunity to put the clothes store’s brand on our hanger over. 

In order to have control over our strategy and to save money both the CEO as well as the directors will do the sales pitches in person. We will evaluate every pitch and keep track of our sales in shared spreadsheets so we can learn from the executed techniques. 

4.3.2.2 B2C

For executing our sales strategy we need to help our B2B clients in selling our products. We will provide sales material that focuses on the problem-solving attribute of our product. Most likely we will just keep it simple and short and place 2 photo’s of both “before” and after and complement this with “available here now”. To keep costs at a minimum we believe we should print this generically and not customize it per store. What we could consider is using a sticker or print to customize it to the store brand. For our website we will use the same principles: KISS.   

4.4      Distribution strategy 

Like we have stated before we conduct a multi distribution strategy. We will sell our product through various channels: multiple stores and our web shop. So we use the internet distribution channel with our web shop and a retail channel within the multiple stores which will sell the Hanger-Over. Questions about our products can be asked by mail or with the chat function which we make available on our website.

4.5      Service strategy 

Service will be important to us.  On our website will be an option to make comments about our product on a forum. Also we will over a new Hanger-Over whenever the product breaks down within the first half year. Whenever a product has broken down we will ask the customers, by use of an online survey, how the product broke. We want to learn from the customers experiences so we can improve later versions of the Hanger-Over.

4.6
Source of competitive edge 

The Hanger-Over wants to become the standard on the clothes hanger market. If a consumer does not have a Hanger-Over in their closet, he/she is missing out on a customer experience. We want to make high-end products to an affordable price, we want to build solid relationships with our distribution channel and we continuously want to learn from customers experiences. With these focus point we are sure we will have competitive advantage regarding to our (potential) competitors.

5 Organizational summary 

5.1  Organizational structure 

The Hanger-Over company will be a hands-on business. Just like every other business we have to write our company in at the Chamber of Commerce. We chose the legal structure of BV. This means we have no personal responsibility (personal bankruptcy) in case of we go bankrupt. Because of this legal structure we have some formal roles, the board exists out of four people:

CEO: 



Anske Idsinga (25% shareholder)

Director of Finance: 

Susanne van der Meulen (25% shareholder)
Director of Operations:
Hassan Sabab (25% shareholder)

Director of Marketing:
Imad Qutob (25% shareholder)

CEO: will be the head of our company. As the head of the company Anske will be responsible for the financial and overall performance. The CEO has to keep close contact with the other members of the board and has to make sure the company operates as a team. Furthermore, the CEO has the deciding vote whenever there is situation when 2 people agree and 2 people disagree. Furthermore, the CEO is responsible for the growth of the company.

Director of Finance: will be responsible for all the financial questions and decisions within the company. The finance director has to make financial plans and has to monitor the profit margins. Furthermore, the finance director is responsible for paying the bills. Also she has to make all the financial statements. Also the financial director is responsible for all the purchases which are being made.

Director of Operations: will be responsible for all formal contracts with our distribution channel, on this point he will work very closely with the marketing director. Also he is responsible for the web shop. Furthermore, the operations director is responsible for the innovation of the products and he has to make sure that there will be a lean and mean operational process of the Hanger-Over company.

Director of Marketing: is responsible for the marketing strategy and deal making with potential new distribution partners. Furthermore, he really closely has to monitor the comments customers make about the Hanger-Over to help improve the product. The marketing director initiates initiatives to measure the customer satisfaction, and uses this input to improve our product. 

5.2  Compensation scheme 

We have decided not to take any salary out of the company for the first three years. We are with four partners which all have a job. All of us will work four days at our current employers and the other day we will spend on the Hanger-Over Company. If necessary we will use some holiday days to work extra at our newly founded company. Besides the specific day everyone will be available in weekends and evenings. Then we will have our meetings, do our administration and improve our product. When we our financial stable enough we might take a salary but we also could chose to re-invest the money directly into the company.

5.3  Coordination and Decision-making Rules & Policies 

As stated before no one has ultimate power within the company. But in case of a tie the CEO has the deciding vote. Of course this can lead to difficulties especially when this happens often. Each six months we will evaluate every ones’ role in the company and every two years we unanimous have to choose our CEO (new CEO or old one). Furthermore, we are convinced that everyone is a specialist on his or her field and we trust each other to do the right things for the company. Also in case of a tie decision we will have an extra management meeting to try to solve our differences.

5.4   Statement regarding Company ownership

The ownership of the company will be equally distributed over the 4 shareholders. The CEO has ultimate decision power whenever there is a tie in the board’s decision making. All the shareholders have signed an intention statement to be active for at least five years within the Hanger-Over company. In the first years we will not take money out of the company because we directly want to re-invest in the company. Whenever, a board member decides to leave this is possible but there will be no payment within the first five year. So if someone leaves after two years he will get his relative share over these two years whenever the five years have passed. We do this because we want to build a stable company with high commitment from all shareholders. Furthermore, we believe that equal shares are the best way to create this high commitment.

6.0      Financial Plan
6.1      Start-up Funding

Our startup funding contains several aspects. Since October 1st a new Dutch law has been introduced that let go of the minimum of € 18.000 euros of capital needed to start a BV (Ltd.).  Mainly, our starting up costs consist of procurement, marketing/sales and income. According to Dutch Tax Laws every owner with a person that is a director in the BV needs to pay a salary that is market conform. In our case we need to pay ourselves 3000 per month. This is a salary that is quite big when starting a company so the law provides the possibility to lend back the money from these salaries to the company for a market conform interest rate. 

Based on the minimum of one container filled with our lines of product and the rest of the starting costs we need a 400.000 euro of funding to finance our start up. This start up amount is based on a projection of 10.000 hanger-overs sold per month and a healthy cash position for working capital. 

These costs are:

	FIXED
	Subject
	amount
	per unit
	total

	
	Procurement 50,000 pieces
	40% plastic =  20,000
	1,3
	26000

	
	
	30% wooden = 20.000
	1,6
	24000

	
	
	20% premium=10.000
	1,8
	18000

	
	
	10% premium=10.000
	2,8
	14000

	
	
	
	Sub
	82000

	
	
	
	
	

	Montly
	Store cost
	
	
	4000

	
	Sales-Marketing:
	
	
	2000

	
	Support Staff:
	
	
	12000

	
	All IT-Telecom:
	
	
	3000

	
	Acct/Legal/Consult:
	
	
	2000

	
	
	
	
	23000


We need to take our price strategy in account:
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6.2      Breakeven analysis

In order to project our breakeven analysis we’ve projected our prices strategy in relation to our fixed and variable costs. With multiple products we need to keep in mind that the difference in prices and cost per product lead to different contribution margins. If our sales are 100% based on the selling of our product line “basic plastic” different figures apply then in case of a 70-20-10 distribution of our sales. Consequently the breakeven point is purely based on the notion that our assumptions of share are correct. In order to give more insights we’ve created three scenarios.

Our first scenario =

Basic line plastic 
:  40%       Basic line wooden

:  30%


Premium line
:  20 %      Premium line co-brand 
: 10 %


	
	per 1000
	
	
	
	
	
	
	
	
	

	
	400
	
	300
	
	200
	
	100
	
	Total
	

	Price
	3,99
	100,00%
	4,99
	100,00%
	6,99
	100,00%
	8,49
	100,00%
	
	

	sales
	1596
	
	1497
	
	1398
	
	849
	
	5340
	

	Var cost /piece
	1,3
	32,58%
	1,6
	32,06%
	1,8
	25,75%
	2,8
	32,98%
	1640
	30,56%

	Var cost 
	520
	
	480
	
	360
	
	280
	
	
	

	Net profit
	2,69
	67,42%
	3,39
	79,96%
	5,19
	74,25%
	5,69
	67,02%
	3700
	69,29%

	per share
	1076
	
	1017
	
	1038
	
	569
	
	
	


For 50.000 hanger over sold without taking into account our fixed costs 50*3700 would lead to a 185.000 profit. 

Of course we need to add our fixed costs, we will do this further on. Just to show how these figures change we’ve projected a second scenario 

Our second scenario =

Basic line plastic 

:  60%          Basic line wooden

:  30%

Premium line


:  10 %          Premium line co-brand 
:  0 %

	
	per 1000
	
	
	
	
	
	
	
	
	

	
	600
	
	300
	
	10
	
	0
	
	Total
	

	Price
	3,99
	100,00%
	4,99
	100,00%
	6,99
	100,00%
	8,49
	100,00%
	
	

	sales
	2394
	
	1497
	
	69,9
	
	0
	
	3961
	

	Var cost /piece
	1,3
	32,58%
	1,6
	32,06%
	1,8
	25,75%
	2,8
	32,98%
	1278
	30,56%

	Var cost 
	780
	
	480
	
	18
	
	0
	
	
	

	Net profit
	2,69
	67,42%
	3,39
	79,96%
	5,19
	74,25%
	5,69
	67,02%
	2683
	67,73%

	per share
	1614
	
	1017
	
	51,9
	
	0
	
	
	


As can be seen in the sheet in this case our profit (no fixed amounts calculated yet) has dropped from 185.000 to 134.150 (2683*50) this is a decrease of over 25%.  For our break even analysis we have taken into account the MBV sheet in paragraph 6.4 that shows us the figures when scenario 1 is applied. That break even point is at selling 6214 pieces per month. 
In the following paragraph our projected cash flows are given for year one and two, dived by month. As we predicted we will sell about 10.000 hangers per month in the partition that was mentioned in scenario 1. We will need to have working capital from our investment to either have extra cash to buy more when sales go up faster than predicted, but of course this is a buffer for times when sales drop temporarily

6.3      Projected Cash Flow (by month, for 2-3 years)

In this overview our projected (future) cash flows for 2013 and 2014 are given. The assumption is made that we will sell 10.000 hanger-overs  per month evenly spread and by the figures in scenario 1. The funding is 400.000 euro in the start in January 2013. As can be seen in the montly burn rate our 23.000 monthly costs is in this cash flow but the 6000 euro distribution costs are variable (adding up to 29.000)

[image: image17.jpg]




[image: image18.jpg]




6.4      MBV Spreadsheet

In this overview you can see our monthly burn rate. The costs mentioned add up to 23.000 euro. This results in a 6.216 breakeven point per month. It is noteworthy to say that our product has got a 69% gross profit per unit on average, based on scenario 1. The projected sales are 10.000 hanger-overs that result in a range of positive net cash flows over coming years. 
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7.0       Contingency plan 
This chapter describes some uncertainties in the external environment that have the potential to prevent the Hanger-Over making profit. These uncertainties can be classified as state, effect or response uncertainties. 

7.1 State uncertainties

We have some state uncertainties that might prevent us making a profit. We are not sure of how the prices of the raw materials will develop. We now have a deal with the factory and we have made our calculation based on that deal. But if there is a big increase in the raw material price we will have to adjust our product price. Then it is not sure if the customers are willing to pay the new price for the Hanger-Over anymore. Furthermore, it is possible that there is a change in fashion trends and that wrinkled shirts will become the standard, why should a customer then buy a Hanger-Over anymore?

7.2 Changing trends in distribution channel

Today, online shopping is still growing; this is as well a positive factor as a negative factor for us. Positive is that we will get more customers in our web shop and negative is that we will lose customers in shops of our distribution partners. We are not sure how this will develop in the long run, and if it is a positive or negative effect for us. Now we focus on the Dutch market, in the longer run we could also think about entering also other countries with our product to reach more potential customers.

7.3 Changing trends

It is important to keep asking your customers about their needs and feelings about the Hanger-Over or other related products. Now there is a market for wrinkle free products but maybe everybody in the future will like wrinkled shirts.
7.4 Response uncertainty: Copycats

Whenever the Hanger-over becomes a success there is always the chance of copy cats. The Hanger-Over product is relatively easy to copy, and when competitors see that there is money to be made they could decide also to produce and develop a similar product. Our company has the intention to always stay ahead of competitors through continuously product innovation and excellent customer service. On the initial Hanger-Over product we will apply for a patent to protect our product as much as possible.

7.5 Partnerships chose for substitutes

Our distribution partners could choose to leave the Hanger-Over products and choose a substitute product. Maybe there will be developed shirts which will never wrinkle (there are some now, but not that nice), our maybe a spray which prevents shirts from wrinkling. We have to monitor the substitute market closely and when needed adjust our strategy. Also it would be preferable that in the long run we would ourselves also develop new products besides the Hanger-Over so we will be less vulnerable.

8.  Expansion plan

There are several options to expand our business. Here we outlined the options we considered.

Since our business model is based on a web shop and contracts with department stores and clothes stores it is not very difficult to copy in another country and expand abroad. So option one is copying our business by setting up new deals with foreign department and clothes stores. The web shop can be set up in multiple languages to accommodate foreign buyers and potential new business partners. The down side of this option is that we would have to allow for different business and selling tactics abroad. But also the contracts that we sign with foreign partners are subject to other legal issues than we are used to and these need to be taken into account. 

Another option for expansion would be by introducing new products. We would however have to take in account that our primary product is limited in its’ possibilities for innovation. Introducing new products would therefore imply introducing products that are complementary to our Hanger-Over. 

Thirdly there is the possibility of expanding into new market segments. Right now we focus on department stores, clothes stores and individual costumers. Our business model however allows for more differentiation in our clientele, especially the exclusive line. We could sell the Hanger-Over to hotels, hotel chains, and conference centers. The Hanger-Over would also make a good gift for business people to present to their business acquaintances.

The forth option we considered is a franchise. But since our business model is not based on a physical store or office this is not what we would plan in our future.  Also franchising would imply complicated franchise contracts, a lot of time and effort in teaching and training, writing manuals, maybe even in multiple languages.  

The last option we considered would be licensing the patent. It is less risky and demanding than franchising, but it would mean partly giving away control of the company by selling distribution or production rights to (foreign) partners. 
Although expanding into new geographical areas and new market segments requires research and testing (both which can be costly pursuits) and imposes uncertainty we have decided to combine these two options for expanding our business. We realize the combination of these two options is a costly one. It requires a lot of time and travelling on our part and we may have to consider hiring additional staff. We therefore will do this step by step. First we would copy the model abroad and adapt our web shop so it can be used in multiple languages and start researching foreign markets and possible partners abroad. Next we would hire local legal consultants to help draw up contracts and where necessary local business consultants.            Secondly we would adapt our web shop to accommodate new market segments. This would also require spending money on marketing research and campaigns in order to reach our new target market segment and hiring local legal and business consultants.

The risks we would take are great, but when successful the payoff can be even greater. We would stay in control of the company and once established as a known strong party it will get easier to find new business partners and will give us a stronger bargaining position (with both buyers and suppliers) as we grow.
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Many times people hang their just ironed shirts in the closet on a regular clothes hanger. The moment you want to wear a shirt, you pull it out of the closet and accidentally pull  all the other shirts with it, leaving them wrinkled an creased once you’ve tried to stuff them back in. The Hanger-Over makes sure you never again waste your time ironing your shirts twice before you actually get to wear them!!
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