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Los Angeles Airport Cyber Café

Marketing Plan

Target Market

The target market for the business will be business and non-business travelers accessing LAX who want to use the Internet before or after their departure from the airport. Additionally, and more important will be the local target which will consist of: non-Internet users seeking to learn how to use the Internet in a relaxed café atmosphere, students and small business owners seeking to accomplish a variety of tasks relevant to their work, and PC gamers looking for a fun venue to play computer games accessible through the Internet.

Competitive Analysis

Although there a no cyber café's in or around LAX, in the state of California there were approximately 50 to 100 cybercafes in 20010-2011.
 Each of these cafes offers a variety of products and services at relatively standardized rates. Using data available from several cafes (in the form of menus and serve price lists), competitors charge the following average prices:

	Food -Refreshments
	

	Espresso
	1.60

	Cappuccino
	2.20

	Latte
	2.30

	Mocha
	2.50

	Tea
	1.15

	Coffee
	.75

	Hot Chocolate
	2.00

	Pop/Soda
	1.40

	Bottled Water
	1.00

	Sandwiches
	4.00

	Muffins/pastries
	.85

	
	

	Service
	

	Computer access per hour
	5.50

	Computer access per 1/4 hour
	1.35

	Gaming per hour
	5.00

	Scanning
	2.00

	Faxing per page
	.50

	Color printing per page
	.20

	B & W printing per page
	.10


Other direct competitors include "business anywhere" types of organizations such as Kinko's (there are four in Kinko's locations in Los Angeles but none near LAX), and CAIS' Business Anywhere, to name but two.


In addition to direct competitors, the business faces significant indirect competitors. These include the vast numbers of individuals who are "do-it-yourselfers." Currently, such individuals are unlikely to visit a cybercafe because they have access to the technology at home and/or at their place of business. This segment of competitors poses a significant risk to the business since the number of at-home Internet users is expected to increase dramatically in the next several years. Indeed, analysts predict that the United States will have some 300 million Internet users by 2010.
 As the number of Internet users increases and these users become more adept using the technology, there must be strategies in place to bring these users through the door.


All competitors have strengths and weaknesses. Perhaps the greatest strength of the direct competitors is that they are each established businesses while this business is only the in the start up phase. The major strength of the indirect competitors, especially in the case on current Internet users is that they already have experience with the Internet and may be uninterested in accessing the Internet is a different environment.
Product and/or service

The cybercafe will offer fee-based computer time and Internet service in a relaxed atmosphere where coffee and excellent food will be complemented by good music. Central to providing this mix of product will be the computer systems and the network set up and connectivity. Networks are best designed and created by networking specialists who are less likely to make costly errors in creation that will mean the café could have significant "down" time.

Spending the time and money on networking design and set up will result in a better design that includes hardware and software as well as technology planning. Doing the networking correctly from the outset will "make the difference between a required technician working on your network all the time, or a technically competent person being available on demand for the occasional incident and regular maintenance checks."

The next question to be decided will be which type of connection service will be satisfactory. Available connections include ISDN, DSL, Cable and T1; although many home and business users rely on 56k modems for their Internet connections, this is not an effective method for a cyber café to connect to the Internet because of the relatively slowness of the connection.

In the start up phase of the business it would be unwise to overspend on hardware and Internet connections. The ultimate in connectivity is the T1 but at this early stage in the business it is difficult to justify the cost of this service (a minimum of  $2500 in hardware costs alone).
 In addition to this, there is the monthly cost of the T1 access, which can run into the $1,000s. Cable and DSL systems are certainly less expensive but may not provide the speed required for the café. Thus, the choice remains the ISDN. 

There are three basic cost components to an ISDN line: setup fee, monthly fee, and line fee. All vary widely from area to area, meaning that the real cost of ISDN depends mainly where you are. 

In general, setup fees are minimal, and of course non-recurring. Monthly fees tend to be competitive with plain old telephone service and, considering that each ISDN BRI line is actually two lines, are usually quite reasonable. The line fees - a per-minute charge for actual line usage (where applicable) - is typically the fee to consider most when looking into ISDN. 

In some areas, the real cost of ISDN lines is lower than the cost of business phone lines, making the decision to use ISDN an easy one. In areas with high line fees, real usage must be scrutinized to justify the rate. How much time will the telecommuter spend accessing the LAN? How many file transfers are involved in a medical imaging application? How many hours a day does a particular worker need to spend on the Web? If those events are time intensive with modems and it's best that they happen quickly, over a reliable connection, the cost of ISDN is typically highly justified. 

Promotions

The business will be promoted on-line with an effective web presence. Estimates for the cost of this approximate $5,000. Such an investment will allow the creation of a site that has a level of interactivity to it - this will promote the business as technologically sound and advanced. (Note should be made here of the number of cybercafe websites that are poorly designed and executed. See for instance, www.flowergarden.com and www.bytesic.com ). Additionally, the café will be promoted through signage (if possible) at LAX, perhaps even a billboard on the freeway leading to the airport.


Other means of promotion will be the production of a weekly editorial/opinion piece on an Internet-related subject to be offered for publication in the local newspaper. This would be done free of charge on a purely promotional basis. Additionally, the café would be promoted on-line via banner advertising on select sites and listings in the various "webrings."

Promotional Budget

Website development - $5,000

Banner advertising - $500 per month

Billboard near LAX - $15,000

 Additional print materials, i.e., brochures, business cards etc - $5,000

Location

The location near LAX has been selected as the site for the cyber café since having the business here will make the café accessible to "locals" but also to travelers and commuters. There is a significant advantages in have the café here since, with the correct promotional materials, travelers could be drawn in numbers from the airport.

There are also disadvantages to locating near LAX. The most significant concerns the increase of "do-it-yourselfers" - those business people who travel with a satellite laptop for instance. Moreover there is the potential to be at a competitive disadvantage when beside an airport since the actual land surrounding such organizations is often taken up with service-oriented businesses. Thus, the café runs the risk of being just another business service "out there."

Pricing Strategy

It goes without saying that effective pricing in any business is critical to success. Since the cyber café concept is at once two separate businesses, i.e., a café and an Internet Access point, it is most appropriate to prioritize the businesses in terms of pricing. By this is meant that one must decide whether the café aspect or the Internet aspect will be the main moneymaker. Such a decision would not be made lightly. Although one might suppose that a business could never survive on "coffee drinkers" it is possible to do this if the coffee is made and marketed correctly. At flowergarden.com for example, the business began as a coffeehouse and bakery and has only recently added Internet connections to their establishment. What this means is that the business was operated as a bakery café until such time as it had a solid foundation. If the decision is made to place the café aspect of the firm above the computer aspect, it is most important to take note of several issues. 


Firstly, it must be said that you live by price, you die by price and by this is meant that one should never establish a pricing strategy based solely on low prices. Constant undercutting of the competitor's prices can send the message that the product is not that valuable or is defective in some manner. Because of these factors, it is always wise to begin setting up a pricing strategy based on an analysis of competitor's pricing. With this in mind, this business will be using the pricing structure as outlined in the table (above), which is a summarized analysis of competitor's prices.


Secondly, and often overlooked is the fact the product quality must match the price in the customer's eyes. After all it is no use charging $2 - $3 for a specialized coffee drink when the product is poor tasting and turns the customer off ever purchasing further drinks.
 The pricing strategy is geared toward attaining the "bread & butter" of the business from the constant market - the local community. To do this, and achieve the required types of customer loyalty required to maintain the business even on a "barebones basis" the business will seek to attract locals and repeat local business by offering usage/membership cards and coffee cards. Membership cards will be on a 10-hour pre-paid basis with a 15% discount for the local client base. Coffee cards will be offered so that once client has purchased 9 coffees the 10th is free.

Best Case Scenario

Monthly overheads (including rent and utilities; promotional materials and advertising; computer supplies, maintenance, and connections; food supplies; part-time employees; insurance, etc) are estimated at $15,000. The best case scenario would mean that business would generate a minimum of $30,000 per month or $360,000 annually. In order to do this, the business would require 1000 - 1500 customers per month (33 or more customers per day) each spending between $20 and $30 per visit.

Worst Case Scenario

Overheads remain at $15,000 but the business only attracts low paying customers (a relatively common problem for coffee oriented businesses. We will overcome this problem by serving well-made coffee drinks that are substantive enough that the customer believes the drink is worth $2.00 or more). To cover the cost of expenses alone would require 30 or more customers a day each spending at least $15 per visit (or booking an hour of computer time, and enjoying a coffee and sandwich). Given the proximity of the business to LAX it is unlikely that such low paying customers would be the sole support of the business. Still, it is wise to be realistic.


In order to accomplish the best case scenario, advertising and promotional materials will speak to potential customers who have the type of disposable income and customer profile that suggests they would spend a minimum of $30 or more.
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