Heidi and Seek business expansion grant application


26 May, 2008
To:

Jane Grossman

City of Melbourne

PO Box 64

Melbourne, Victoria 3000

From:

Hayley Lau

Heidi and Seek

73-76 Moor Street

Fitzroy, Victoria 3068

Dear Ms Grossman,

RE: City of Melbourne small business expansion grant

I am pleased to submit our application to obtain the City of Melbourne small business expansion grant. 

Heidi and Seek is a sweatshop-free and environmentally friendly women’s clothing manufacturer and online retailer. We sell both wholesale and direct to the public. The purpose of this application is to seek additional funding to open a retail outlet, rebuild our website and update our brand.

The retail outlet will sell clothing and accessories by Heidi and Seek, as well as vintage goods and products from other independent designers who create their goods ethically.
Heidi and Seek provides an alternative to mass-produced garments made by unfairly treated workers from materials that poison or use up many environmental resources. We aim to increase profit, improve visibility, advocate for environmental and worker rights awareness, and enhance the culture and modernity of the City of Melbourne.
Consumers are becoming increasingly conscious of the ethics behind their purchase, particularly concerning sustainability. Heidi and Seek plans to meet this demand.

Our business operations and previous success both indicate that we will accomplish the initiatives set out in our application. We have included a comprehensive and compelling plan of action.
Like-minded people who have a strong desire to succeed drive Heidi and Seek. We are dedicated to this venture and plan to see the business succeed further. Our application will convince you of this.
I look forward to the opportunity of discussing our application with you. 

Yours sincerely,

Hayley Lau

Owner and manager

Heidi and Seek
Heidi and Seek 
Business expansion grant application
Prepared by Hayley Lau, Heidi and Seek owner and operator
25 May 2008

Heidi and Seek

ABN: 11 024 069 0939

Ph: (03) 9567 3256

Fax: (03) 9567 3250

73-76 Moor Street

Fitzroy, Victoria 3068
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1.0 Summary
This document outlines Heidi and Seek’s expansion objectives. It includes our plans for opening a retail outlet, redesigning our website and updating our brand.
We are applying for $19,995 from the City of Melbourne to fund this expansion. We will be making a cash contribution of $3000 and have a private investor lined up who will contribute $5000.

If the City of Melbourne awards us this grant, we will complete the expansion by 18 June 2009.

This application details our business operations and previous successes, which both indicate that we will accomplish the initiatives set out below. We have included a comprehensive plan of action, complete with a detailed description of the business, a cost analysis, a schedule, economic benefits and information on business reliability and venture feasibility.
2.0 Introduction

2.1. Purpose

The purpose of this document is to obtain $19,995 from the City of Melbourne to expand Heidi and Seek. 
2.2. Scope 
The application outlines our intention, means, capability and capacity for expanding Heidi and Seek. It also details the benefits to the business and the City of Melbourne.
2.3. Sources 
We compiled this document using Heidi and Seek financial records, a feasibility study and Ethical Threads: Corporate social responsibility in the Australian garment industry
.
2.4. Business Description and Background
2.4.1. Business Concept

Heidi and Seek aims to counter the disposable nature of the fashion industry by offering environmentally friendly, sweatshop-free women’s clothing. We also have a strong focus on good design. We do not succumb to fads. Our designs are simple, unique, chic, and high quality. Each Heidi and Seek item is an exclusive one-of-a-kind or limited edition.
Heidi and Seek operates ethically by:

· Manufacturing in-house
We directly employ seamstresses who sew our garments in our studio. They receive award wages and all essential employee benefits.
· Primarily using recycled fabrics
These are sourced from second-hand shops and Revival, a shop that sells fabric overruns discarded by clothing factories.
· Using organic fabric when recycled fabrics are not suitable
Some items, such as hair accessories and undergarments, pose a health risk if recycled fabrics are used to make them.

· Purchasing notions by fair trade from Africa
The notions include belt buckles, zips and similar items that we cannot find second-hand. This helps the African economy and provides employment. 
· Using recycled packaging
Since we currently operate on the Internet, all of our orders must be delivered, creating a high amount of packaging. We wrap orders in new, recycled paper for hygiene, and then post them in clean, discarded boxes.
· Being energy efficient
We turn electrics off when not in use and use energy efficient lighting.
2.4.2. Business Direction and Success
Hayley Lau began Heidi and Seek in 2004 as a home-based e-business. In 2005, Heidi and Seek moved to a small studio in Box Hill and took on a few staff members. At this time, Heidi and Seek began to fulfil wholesale orders, as well as selling direct to the public.
The business now employs ten staff and is located in a larger studio and office in Fitzroy. We still process all orders through the website. We now have the opportunity and means to grow further by opening a retail outlet in Melbourne. An updated brand and website will complement the outlet.
Heidi and Seek is a lucrative business. The average profit margin for retail clothing businesses was 3% in 2006-07. In that year, Heidi and Seek’s profit margin was 11% (Appendix C, 2006-07 Profit and Loss Statement).

2.4.3. Business Operation

Heidi and Seek’s owner, Hayley Lau, is responsible for product design, pattern making, overseeing staff and operations, bookkeeping and marketing. The business employs six seamstresses who manufacture the products in the studio. They are also responsible for sourcing the fabric. There are two sales coordinators and one assistant.
3.0 Objectives
The business aims to expand in three ways. The business will open a retail outlet and redesign its website. A branding agency will work with us to update our brand. They will design new graphics, including a logo, and improve our marketing strategies and business consistency.
3.1. Retail outlet
A retail outlet will stock Heidi and Seek products, second-hand and vintage fashion items, as well as other handmade or non-mass produced clothing and accessories made from organic or recycled materials.

O’Gorman Co. compiled a feasibility study (Appendix A) for the proposed outlet. The study had a positive outcome. It found that the following options would be the most successful.

3.1.1. Location

We will rent a shop in Gertrude Street or Smith Street in Fitzroy. This area is a popular shopping strip for Heidi and Seek’s target market (7.0 Marketing analysis and competition, page 15). The streets are lined with clothing boutiques, independent shops, art galleries and contemporary cafes. These venues contribute to the strong and diverse culture that is present in the area. 
The Heidi and Seek retail outlet will enhance this culture by offering an unusual product that addresses a niche market. This location is also close to the studio and office. This means transport costs and fuel emissions will be low.

3.1.2. Shop fittings and equipment

In line with our eco-friendly ethic, we will use second-hand shop fittings and process sales from just one computer and EFTPOS machine. These measures will also reduce costs. If one register is not sufficient, we will purchase another.
3.1.3. Branding

The new outlet will require contemporary graphic design and branding to attract our target market (see 2.3. Branding).
3.2. Redesign website
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Figure 1: Current Heidi and Seek website

Heidi and Seek’s owner, Hayley Lau, created the previous and existing versions of the Heidi and Seek website. She has some web design experience, but the intended expansion calls for a more professional, cohesive appearance. The current Heidi and Seek website (Figure 1) is busy and outdated.
We will purchase web design from a branding agency, along with a branding service. The agency will streamline content to make it easier to read. They will also simplify the navigation and improve the general look of the website to match our product and the retail outlet.
3.3. Branding

The branding service will help us create a strong brand with a lasting impression. Figure 2 shows Heidi and Seek’s current logo. It is outdated and unadaptable, like many aspects of our brand.
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Figure 2: Current Heidi and Seek logo

The agency will work with us to improve our marketing strategies by addressing the following:
· product or service names

· slogan
· logo
· design of business stationery

· website design

· product packaging

· premises and displays

· employee dress and behaviour

Updating these items to be consistent and appealing will help Heidi and Seek to deliver a stronger message and will greatly improve our visibility.

4.0 Proposed business outcomes 

4.1. Stronger brand awareness
The branding agency will provide us with a cohesive image that will radiate from every aspect of the business. Our strong brand will make the business more recognisable, well known and professional.
4.2. Increased media exposure
Heidi and Seek has had sporadic media attention. Implementing the changes outlined in this application will increase our presence in the media, due to the retail outlet in particular.
4.3. Increase profits by 20%

In the 2009-10 financial year we plan to increase our profit margin by 20% compared to 2007-08 (2009-10 Budget, Appendix B). We have taken into account the increased number of sales through the outlet, increased publicity through media exposure, and increased consumer awareness due to our updated brand. Our estimates are conservative. 
5.0 Cost

5.1. Total cost of expansion

	
	Amount (A$)

	1
	Capital improvement

	
	Shop fittings and signs
	8450

	
	Bond
	2000

	
	Initial cost of stock
	5,000

	
	Recruitment cost
	150

	
	Shop launch
	500

	2
	Brand development

	
	Web design and branding
	2500

	3
	IT Equipment

	
	Server and installation
	2100

	
	Computer and EFTPOS machine
	3150

	
	Stock and sales software
	1600

	
	Subtotal
	25,450

	
	GST
	2545

	
	Total cost
	27,995


Table 1: Cost of expanding Heidi and Seek
Figure 1 on the following page represents the total amount of funding required. Most of the funding will come from the City of Melbourne small business expansion grant and additional funds will come from the business and a private investor.
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Figure 3: Sources of funding for expansion
5.2. Cash contribution

Heidi and Seek has $3000 to invest in expansion. We have also budgeted for the cost of additional products needed to stock the retail outlet and fill the expected demand.
5.3. Equity investment
A private entity will invest in Heidi and Seek for the purpose of expansion. This amount will total $5,000.
5.4. Grant request

As shown in Table 2, the cash contribution and equity investment amounts mean that the business requires $19,995 in grant funding to expand by June 2009.
	Cash contribution
	3000

	Equity investment
	5000

	Grant request
	19,995

	TOTAL
	27,995


Table 2: Summary of expansion financing
If our application is not accepted, we still plan to meet our expansion objectives. However, in order to raise the required funds, the changes will not occur until much later than the proposed deadline.
6.0 Schedule

The expansion will take eleven months. It will begin on July 1, 2008 and end June 18, 2009. The Gantt chart on the following page lists a detailed task schedule.
Specialised businesses will be responsible for:

· Redesigning our website
· Branding the business

· Renovating the retail outlet (installing permanent fixtures)
Heidi and Seek’s existing staff will perform the remaining tasks, alongside current responsibilities. We will halve our work on new ranges until we launch the shop to make time available to work on the expansion. Staff will spend half of their working hours on the expansion and the other half on their prior duties. This will reduce the cost involved in employing and training additional staff. 
Heidi and Seek’s owner will work overtime in order to produce additional products to stock the retail outlet. We have budgeted for the costs involved in producing more garments and the reduced revenue from our limited range.
7.0 Market analysis and competition 
7.1. Industry information

The clothing and textiles industry is becoming more lucrative each year. Table 2 shows the profitability of the industry.

	
	2005
	2006
	

	Industry Revenue
	220,980.0
	229,506.0
	$Mill

	Industry Gross Product
	72,843.0
	74,740.0
	$Mill

	Number of Establishments
	246
	260
	Units

	Number of Enterprises
	218
	220
	Units

	Exports
	28,680.0
	30,463.0
	$Mill

	Imports
	119,678.0
	123,651.0
	$Mill

	Domestic Demand
	328,361.0
	332,694.0
	$Mill


Table 3: Clothing industry summary

(Source: IBISWorld Australia)

7.2. Target Market

Female

18 to 28 years old

Medium to high income earner

Well-educated
Familiar with the Internet

Interested in fashion

The target market buys from Heidi and Seek based on the quality of the design and manufacture of the garments. The business will draw customers because of its ethical premise, but the design of the products will determine whether we make sales.
7.3. Competitors

Heidi and Seek will compete with boutiques and independent designers by offering chic garments that are environmentally friendly and sweatshop-free.

7.3.1. Competitors in Melbourne

Retail chains such as Sportsgirl offer ‘eco-friendly’ items that are made from organic materials. However, the consumer that wants to be even more ethical can buy from Heidi and Seek, which is both eco-friendly and sweatshop-free. The majority of labels cannot verify that workers who make their goods are treated fairly.

Hunter Gatherer and Goodone are boutiques that do not sell items made in sweatshops. However, the demand for this product is higher than these outlets can fulfil.

7.3.2. Online competitors

Global

Supayana, the olive shoppe, Spicy Toast, Lullie Vintage, Minkie and Lil Gun all retain a large share of the global market for one-of-a-kind women’s clothes for sale on the Internet. However, they are based in the United States and therefore have limited advertising potential in Australia. 

Although they do deliver to Australia, the cost of shipping is high. Heidi and Seek takes advantage of the lower shipping cost within Australia. We also advertise locally.

Australian

Lady Petrova Vintage, Putrid Milk and Melody’s Sweet Vintage are the main direct competitors based in Australia. They currently possess the largest shares of the online market. 

The garments sold by Lady Petrova Vintage are unique, but plain. Putrid Milk only advertises a single style of party dress, which is then made up in different fabrics. Melody’s Sweet Vintage targets a more provocative share of Heidi and Seek’s target market. The owner only creates revealing semi-formal dresses which would not appeal to the more conservative woman. 

Heidi and Seek fills the niche left by these competitors. We create a variety of tops, dresses and skirts in chic, wearable styles.

8.0 Economic benefits 

8.1. A modern, fashionable city
Cities such as London, New York, Paris and Milan have already begun to embrace environmentally friendly fashion. Consumers in these fashion-conscious cities have responded positively to the idea of ‘ethical shopping’. It is becoming more and more popular. Melbourne is one of the most fashionable cities in the world, yet it is lagging in this significant area of the fashion trade.

There are thousands of clothing retailers in Melbourne. Only two of these support and carry out ethical fashion practices: Hunter Gatherer and Goodone. Heidi and Seek will help fill the demand. 
8.2. Get green and fair
Heidi and Seek’s fundamental guiding principle is to respect the environment and those that live in it. Our environmentally friendly and sweatshop-free practices will help Melbourne’s image. 
Our contribution to global warming is minimal compared with other similar small businesses. We do not mass-produce, and we source our materials locally. Using recycled materials reduces production and waste.
There is an increasing concern about the treatment of outworkers in the clothing industry in Victoria. Many are paid as little as $2.50 per hour and receive no employee benefits.
 Workers who receive award wages and appropriate benefits make Heidi and Seek garments. If businesses like us grow, this oppression will decrease.
8.3. Employment
Heidi and Seek will provide jobs for the residents of Melbourne.  We will initially require the equivalent of five full-time staff once our business has expanded in the proposed ways. The number of people we employ will continue to grow as the business expands further.
9.0 Appendices
Appendix A

O’Gorman Co. Feasibility Study

Appendix B

Heidi and Seek 2009-10 Budget
Appendix C

Heidi and Seek 2006-2007 Profit and Loss Statement
ANALYSIS

In writing my grant application, I considered that the audience (the City of Melbourne) would mainly be interested in how my proposal would benefit them. I needed to address this in every word of the document. I put myself in their place and included everything that I would want to know if I was granting such a large amount of money. I included a detailed description of the business, a comprehensive plan, a cost analysis, a list of benefits and information on business reliability and venture feasibility. 

A professional approach needed to back this data, so I also needed to make sure I used appropriate business words where necessary (equity investment, for example) but not overuse them. I limited the use of jargon and made sure that I would still communicate my meaning to those unfamiliar with the words. I aimed to use plain, concise English that was error-free.

If I planned to submit the application to the City of Melbourne, it would have been necessary to include some specialised information, such as thorough financial records and a feasibility study. However, these documents were beyond the scope of the assignment. They also would have made the length of the application much longer than the word count. Instead, I referred to these documents in the form of appendices. If the assignment had a higher word count, I would have also included more information on each of Heidi and Seek’s key employees, the owner in particular.

I had written the first draft of my grant application before preparing my presentation. This preparation process brought issues to my attention that I had not yet considered. Some of this missing information included: a detailed list of Heidi and Seek’s ethical practices, an analysis of the current website and logo, the purpose of updating the brand, and a practical explanation of how we will meet the deadlines. I also reorganised some of the sections so that the document was more logical.
I created the schedule in Microsoft Project, but I was unable to import it into Word. Copying the screen image made the words indecipherable unless it ran over two pages. The Gantt chart needed to fit on one page. Instead, I inserted the Project printout into my application document. This means that the Gantt chart is not present in the Damocles submission, and that the hard copy submission does not have a page number for the Gantt chart page. If I had more time, I would have recreated the chart in a program that allowed me to embed the document into Word properly.

In the editing process, I noticed that some of my phrasing did not portray a confident expression. For example, in the Economic Benefits section, I had written, “If our venture is successful, our number of employees will continue to grow”. I replaced the sentence with, “The number of people we employ will continue to grow as the business expands further.” This removed doubt. If the application seemed insecure, then the assessors would not be confident in the venture.
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