Company Description
The main offering will be gelato, Italian ice cream, as well as additional dessert items that can be purchased in single servings for consumption at the restaurant located in Medford, Oregon.

While Medford does have several ice cream and frozen yogurt restaurants, it does not have any gelato focused restaurants (Yelp, n.d.). Gelato is like ice cream but has a couple differences that ultimately result in a cleaner or stronger flavor. First, gelato is made with more milk than cream allowing the flavor to not be muddied by the stronger flavor of cream. It is also turned at a slower speed than ice cream resulting in less air being mixed into the custard and a denser product overall (Poon, 2015). 	Comment by Jackie Clark: Is it “churned” like ice cream? I don’t know if gelato has a different term for it.

Because of a stronger, denser, product, people are able to enjoy a smaller helping, while still satisfying a sweet tooth (Bloom, 2016). By focusing on fresh, natural, locally-sourced products when possible, the gelato parlor will be able to distinguish itself from competitors and offer a compelling option for consumers who want to enjoy cold treats while also being mindful of their health.


Industry Analysis
Size and Maturity
In 2017, an estimated $14.8 billion will be spent on food in the semi-service industry. It currently accounts for 36% of the coffee and snack shop industry and the food segment has increased its share of the over $41.2 billion industry in the past 5 five years as food has a higher margin (Alvaraz, 2017). Restaurants, bars, coffee shops, and other fast-casual dining choices currently employ in excess of 11 million employees. The industry is in track to surpass manufacturing employment by 2020 (Lee, 2016). The frozen-dessert industry is split into two main sectors: retail (grocery store) and restaurants. In 2016 it is estimated that the restaurant portion outpaced the retail by upwards of $3 million and both are expected to continue to see growth into 2020 (Prepared Foods, 2017).	Comment by Jackie Clark: This part of the sentence may want to be changed	Comment by Jackie Clark: Is there a projected percentage you can find to ad?

Seasonality and Economic Cycle
[bookmark: _Hlk487316152]While the general coffee and snack shop industry is not largely seasonal and volatility is very low (Alvaraz, 2017). , tThe ice cream industrytrade specifically is a very seasonal industry relying on weather. Most sales take place between March and September, with June being the strongest performing month (IDFA, 2015). 	Comment by Jackie Clark: 

Sensitivity to the economic cycle is a concern as people tighten their discretionary spending during recessions or low ends of the cycle, they are less likely to eat out. However, in the operating conditions section, “volatility has decreased over the past five years as consumers have resumed normal spending habits” (Alvarez, 2017). Additionally, consumers attitudes towards eating out and it isare not as closely tied to the economy as it once was. The current rebound from the recession is showing growth in most areas to be much slower than in past rebounds, however the restaurant sector has seen a much steadier growth (Lee, 2016).
Socio-cultural Concerns
Health concerns lead the reasons for cutting back on ice cream and frozen novelties., hHowever, selling indulgence and organic and natural buzzwords continue to perform well (Bloom, 2016). SpecificallySpecifically,, gelato seems to be performing well for those that are health conscious with a sweet tooth as it has 30% less fat and less air than the ice cream counterpart, packing a stronger flavor in a smaller package (Zhu, 2016). Additionally, the average consumer may not differentiate gelato from ice cream or frozen yogurt. 	Comment by Jackie Clark: Might want to rework this so there isn’t “and organic and”	Comment by Jackie Clark: This sentence seems out of place.
Economic Condition
With the passing of Senate Bill 1532 in 2016, the minimum wage in Oregon is now on a tiered system with annual increases in Jackson county to $13.50/hour by July 2022 (Theen, 2016).The restaurant industry is largely dependent on minimum wage workers and employs a higher percentage of minimum wage workers than any other industry (Maze, 2017). The effects of the higher minimum wage on Jackson counter are not yet known, but there have been mixed results in other cities like Seattle and San Francisco. While Seattle has not seen a large decrease in restaurants (Sherman, 2017), the San Francisco market has seen increases in restaurants closing as much as 14% in some sectors. While it is not solely a result of the increased minimum wage, for every $1 increase in minimum wage, the number of new restaurants falls by roughly 5% (Maze, 2017).	Comment by Jackie Clark: “in Jackson County”??	Comment by Jackie Clark: Is this nationally? May want to ad that info.  


Target Market
Geographic area
The city of Medford has a population of 79,805 as of July 2015 and a land area of 25.73 miles (U.S. Census Bureau, 2016). The specific location being considered is at Roberts Road & Crater Lake Avenue and a three-mile radius around the address. 
Target Customers
The target customers in this radius are those labelled as “Middleburg” (ESRI, 2017c), with a median age of 35.3 and income of $55,000. This falls nearly in the middle of the two groups above, so a target age group would consist of families, aged 25-44, accounting for 25.3% of households in the three-mile radius of the proposed location (ESRI, 2017a). A secondary target is students attending North Medford High School (NMHS) due to the proximity to the proposed location. NMHS has 1,750 enrolled students (Medford School District, 2017). 

The ice cream market drivers are “premium” and “flavor,” while health plays a role for 19% of frozen treat buyers (Bloom, 2016). In other words, people are willing to spend more for a quality product in the name of indulgence. The Middleburg group generally spends their entertainment budget on family-oriented activities and restaurants (ESRI, 2017b). They also prefer to buy American when possible, and are comfortable with technology. This group makes up for 6.5%, or 1,759 households in the target area (ESRI, 2017c). 

The Middleburg set prefers SUVs and trucks, enjoys country music, and likes to focus on family friendly television. This group can be young couples, but most likely has at least one child. They are generally conservative and a higher percentage are home-owners compared to the United States as a whole. They are thrifty, but are more willing to spend on activities they can do with the whole family rather than things (ESRI, 2017b)..	Comment by Jackie Clark: The “Middleburg” set isn’t heath conscious? I feel like that could tie back to some of your previous sections	Comment by Jackie Clark: This is bold and I cant change it.
Market Potential
Given the total sales of $860,000 (Bizminer, 2016), spread among five businesses, if things were split equally at 20% they would each have revenues of $172,000. This does include a business or two outside of Medford. Using a breakeven analysis tool, it is estimated that the business will need to have at least $60,000 in gross sales to stay profitable.  Assuming an average sales price of $3, roughly 20,000 sales would need to be completed in the year to meet the above benchmark. Sales will be heavier in the summer months versus the cold season, however average sales per day would need to be 55. Considering the target customer, sales forecast would be for 50% in the Middleburg group, 15% students at NMHS, and 35% other. 	Comment by Jackie Clark: Move cite to the end of the sentence?

For the Middleburg group explored above, that would require 10,000 sales. Assuming an average group of 3 people, that would be about 3,300 annual visits. Within a three-mile radius, there are an estimated 3,640 Middleburg adults (ESRI, 2017c). This requires less than 1 visit annually by each adult which is well within feasibility. 
 
For the high school group, gross sales of $9,000 would be required. At $3 per sale, 3000 annual visits would be needed. This is less than 2 visits per student at the school. Assuming even half of students visit the shop, only 3 annual visits would be necessary. 

The remaining $21,000 gross sales, or 7,000 individual sales will be made up of miscellaneous demographics in surrounding areas. Within the three-mile radius, there are an additional 48,625 adults. It should not be difficult to capture 7,000 sales from this population annually. 


Competition Analysis
Primary and Secondary Competitors
Primary competitors comprise of businesses whose primary focus is cold desserts. In Medford, this includes Cold Stone Creamery, Baskin Robbins, 2 Yogurt Huts, Sweet Cream, and All-American Ice Cream & Frozen Yogurt. Secondary competitors include general dessert businesses, or fast-food restaurants that emphasize their dessert menu. This includes Dairy Queen, Sonic, The Cupcake Company and Cookie Connection in Medford. See a more detailed breakdown of the competitors in Appendix A. External competition also includes full-service restaurants that offer a more friendly dining experience or consumers deciding to make the product at home (Alvaraz, 2017).
Competitive Strength Assessment
A table breaking down multiple success factors amount competition is located in Appendix B.  

Much of these ratings were arrived upon by reading customer ratings on Yelp (2017) and their feelings about the product. For manufacturing, businesses that sold also sold by the pint, gallon, or sold additional options (i.e. ice cream cakes) were given a higher rating than those that just sold the basics. This was also applied to new product innovation as there is not much differentiation in the market among the businesses from the consumer’s eye. All the businesses have websites, take credit cards, and utilize a Facebook account apart from Cookie Connection and All American Ice Cream. Many of these businesses are franchises of larger national corporations and their pages are monitored and run by the corporation and not the local stores. Virtually all of these companies are local franchises or small businesses and thus their financials were not available so an educated guess was used. 

The closest companies to the proposed gelataria on the assessment are Cold Stone Creamery and Sweet Cream. Sweet Cream’s downside is that it is not open on the weekends or for full evening business hours like most competitors. Both companies have a strong emphasis on fresh ice cream with both making their ice cream on premises (Cold Stone Creamery, 2017; Sweet Cream, n.d.). In order to compete with them, marketing must focus on making the product on site, focusing on local and fresh ingredients whenever possible, and having regular business hours. Sweet Cream especially had a strong rating from consumers regarding customer service, so focusing on making sure consumers walk away happy with the service they receive is paramount. Continuing to try new flavors is also important to keep customers interested, so a base set of flavors with several rotating options may be the way to go. 
Barriers to Entry
In this industry, the barrier to entry is quite low as one can rent equipment, storefront, and furniture leading to a low start-up cost however they are increasing (Alvaraz, 2017). However, due to the lack of differentiation between frozen treat options, that doesn’t mean it would be simple to pull away market share from existing companies. Therefore, a strong marketing and social media plan is necessary to get consumers interested in a new frozen treat option. Focusing on words like “indulgence,” “premium” and “natural” sway consumers towards well-performing brands (Bloom, 2016). 

[image: ]	Comment by Jackie Clark: This might need an additional title underneath 

Regarding the chart above (Alvaraz, 2017), competition is by far the highest barrier to entry as companies just starting out are trying to get a piece of the pie that has already been given to the other companies.  Roughly half of new businesses in this industry are sold within the first three years (Alvaraz, 2017). 

Competitors are able to add products to their line-up to widen their pull. For example, Baskin Robbins already carriesy frozen yogurt, sorbet, and low-fat ice cream options in addition to the usual ice cream options (Baskin Robbins, n.d.). They can also experiment with new fads like rolled custard (Krader, 2016) to get the consumer’s attention. Since several of the competitors are franchises of large corporations, they have the benefit of research divisions to come up with new, exciting flavors which is another area consumers are interested in (Bloom, 2016).	Comment by Jackie Clark: Move to the end of the sentence?
The proposed company will not have the benefit of large research divisions, but being a new company has the opportunity to hit the market with both long-time favorites like chocolate, vanilla, and strawberry, while leaving room on the menu for some food trends like lavender lemonade. In order to enter the market, a business will need to get necessary restaurant and business licenses, secure a location and purchase equipment with the most cost prohibitive being an industrial gelato machine, along with other kitchen equipment and furniture for the parlor. A significant cash investment or the ability to secure a start-up loan to help finance getting the business open. 


[bookmark: AppendixA]Appendix A – Market Competition
Below is a list of all primary and secondary competitors in Medford. Due to the short lifespan of ice cream, businesses in surrounding cities have not been included. Additionally, average ratings between 1 and 5 have been included from Yelp (n.d.) along with how many reviews are averaged to come up with that rating. 
[image: ]
Summary
Highest rated companies include Sweet Cream and Cookie Connection, while All American Ice Cream and the north Medford location of Yogurt Hut with low scores (Yelp, n.d.). In general, local companies garnered more favorable reviews while franchises suffered from a higher quota of negative reviews.

Below is a map with the 12 local competitors pinpointed to show concentration of businesses (Google, 2017). 
[image: ]
1 – All American
2 – Cookie Connection
3 – Baskin Robbins
4 – Cold Stone Creamery
5 – The Cupcake Co.
6 – Dairy Queen
7 – Dairy Queen
8 – Dairy Queen
9 – Sonic
10 – Sweet Cream
11 – Yogurt Hut
12 – Yogurt Hut 



Summary
There is a high level of saturation in the area surrounding the mall. Other locations are more spread out. One area location to consider may be the Crater Lake Ave & Roberts Rd area as there is a large residential area nearby (east of the location) that could be better served by a business in closer proximity for convenience to residents.


[bookmark: AppendixB]Appendix B – Competitive Strength Matrix
Introduction
In the following tables, the proposed business is compared to the 9 competitors identified above. Multiple locations of the same business have been consolidated into one column. 


[image: ]
[image: ]
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Restaurant (Primary Average | Number of

Competitors in bold) Address Focus (primary in bold) Rating' | Reviews
[All American ice Cream | 1600 N Riverside Ave |ice Cream, Frozen Yogurt 1 9
Baskin Robbins 1100 Biddle Rd Ice Cream 25 9
Coldstone Creamery |35 Medford Center _|ice Cream 3 15|
|Cookie Connection |1600 N Riverside Ave |Cookies, espresso, gelato 4 E
[cupcake Co., The 950N PhoenixRd___|Cupcakes, espresso, sandwiches 35 4
Dairy Queen - North |1078 Morrow Rd___|Burgers, Frozen Treats 35 1)
Dairy Queen-South _|951EBamettRd _|Burgers, Frozen Treats 35 9
Dairy Queen- West |1960W MainSt __|Burgers, Frozen Treats 2 1)
sonic 1760 Delta Waters Rd |Burgers, Frozen Treats 25 2
sweet Cream 25Riverside Ave” _|Ice Cream s 7]
[YogurtHut-North |67 RossanleyDr___|Frozen Yogurt 2 1|
[Yogurt Hut - South 1345 Center dr Frozen Yogurt 35 14)

* (Yelp.com)

2 Current Address - this is a foodtruck and could change locations in the future
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