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EXECUTIVE SUMMARY
The ABC Bar is a social space where gamers and Esports enthusiasts can enjoy a drink with
their friends, which means the business is part of both the Esports and the VR industry. The
Esports industry is booming - over 380 million people watch esports worldwide both online
and in person, which resulted in $493 million in revenue in 2016. The VR industry on the
other hand, goes along with AR and MR and the newest industry segment XR (Cross Reality)
which combines VR, AR and MR altogether. The global augmented reality and virtual reality
market is expected to reach $151.30 Billion by 2022, at a CAGR of 70.41% between 2016
and 2022.
With the positive industry forecasts, it is no surprise that the Esports and VR markets are
competitive. The competition analysis identifies many companies that work in one of these
sectors, but there are not many competitors who work in this Esports XR cross-industry
segment. The company’s USP is the combination of these two entertaining services in a
social space, with the bar as an added value to the service. Considering the positive industry
forecasts and the uniqueness of the service, it can be concluded that the market has a great
potential.
South Carolina, the ABC Bar’s home, is a politically stable state, with a steady economy that
reached a Real GDP of $183.873 bn in 2016, which is at the highest level recorded to date.
South Carolina’s population is experiencing a stable growth, the educational infrastructure
is good with 86% of the population being high-school graduates or higher and the country’s
technology is on the rise, with more than 62.000 people being employed in the technology
sector.
The company’s internal analysis reveals that the business shows great promise – the
company offers unique services with competitive prices that are adapted to the differentiated
offer, including VR arcade experience, game tournaments, developer time in VR headsets
and private events. The entertainment services are priced $20-$60 per hour, depending the
level of immersion the player chooses. The company will engage in preopening promotional
activities like free VR events with a local partner that will help spread the word about the
new ABC Bar, building a client database and gathering market data about consumer
preferences. The internet will be used for additional promotional activities, using social
media, online promotional tools and company website, prior to the brand and logo
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registering. The ABC Bar will be located at the Rock Hill Galleria Mall and the place’s
walkability factor will contribute to the store traffic as well.
Additionally, the SWOT analysis outcome is positive, with company’s strengths and market
opportunities outnumbering the company’s weaknesses and potential market threats,
resulting in a first-year revenue of around $233.760 and a revenue increase trend in the
following years $333.850 in the second and $403.260 in the third, with a net profit amounting
to $ 65.286, $155.021 and $ 218.903 in the first three years, respectively.
EXTERNAL ANALYSIS
MARKET OVERVIEW
The essential idea of opening an Esport bar and social space with a VR “immersion-scalable”
arcade experience with it, directly, is part of the Esports industry and The Global VR/AR
Market, but indirectly is connected with the entertainment hospitability industry.
Esports is a booming global industry where skilled video gamers play competitively. In
the same way that traditional sports have competitions in baseball, basketball, and football,
esports encompasses competitions across a variety of video games. Contrary to common
perception, esports is not simply a phenomenon occurring in the basements of unemployed
twentysomethings; the industry is real, growing globally, and investable. As the article
from TopTal states, over 380 million people watch esports worldwide both online and in
person. More people watched the 2016 world finals of popular esports game League of
Legends (43 million viewers) than the NBA Finals Game 7 that year (31 million viewers).
According to Newzoo, a market research firm specializing in digital gaming, there are 148
million "esports enthusiasts" around the globe. Newzoo estimates that 22% of American
male millennials watch esports, putting it virtually equal with baseball and hockey in terms
of viewership among that demographic. In 2016, esports events comfortably sold out
KeyArena, Nationwide Arena in Columbus, Staples Center in Los Angeles and Madison
Square Garden in New York. Last year, the industry produced an estimated $493 million
in revenue - a growth of 51.7% from 2015 - and that number is projected to surpass $1
billion by 2019, per Newzoo projections. This could be the year esports secures its place in
the mainstream sports world.
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Opening an ABC Bar means merging the Esports and The Global VR/AR Market as separate
industries into a social environment space where people can have fun and drink at the same
time, where a user will interact in a virtual and the real world, and the transition between the
2 worlds would run very smoothly. In other words, in the future, there are no boundaries
between VR, AR, and MR and probably with the help of AI, we can seamlessly switch to
any form of Reality. The separate sector in this industry is XR (Cross Reality) sector.
With immersive technologies like AR, VR, MR evolving in the market, the distinction line
between them gradually seems to be blurred. To avoid this confusion, a wider term, XR is
introduced, which can be defined as a pool of all such technologies. According to the new
report “Augmented Reality and Virtual Reality Market by Device Type (HMD, HUD,
Handheld Device, Gesture Tracking, Projector and Display Wall), Component (Sensor,
Display, Camera, and Software), Vertical, and Geography-Global Forecast to 2022”, the
global augmented reality and virtual reality market is expected to reach $151.30 Billion
by 2022, at a CAGR of 70.41% between 2016 and 2022. The augmented reality market
would increase dynamically in the near future owing to the high penetration of HMDs in the
market. The increasing demand for AR and VR technology-based products in various
verticals such as consumer, aerospace & defence, commercial, and medical is responsible
for the market growth.
The New Zealand VR/AR Association (NZVRARA) is providing the early cohesion that
defines the success of yet another exciting part of the New Zealand tech story. This report,
Virtual Gets Real, produced by NZVRARA, provides valuable information to help us better
understand the cross-reality sector.
Extended Reality (XR) is a newly added term to the
dictionary of the technical words. Till date, only a few people
are aware of XR, and new people are getting to know about
it steadily. Many People have a lot of confusions as to what
is Extended Reality (XR) and why it’s needed?
Extended Reality (XR) is a combination of real and virtual
world and human-machine interaction. This combination is
produced by Computer technology and the HMD. Extended
Reality includes all its descriptive forms like the Augmented
5

Reality (AR), Virtual Reality (VR), and Mixed Reality (MR). In other words, XR can be
defined as an umbrella, which brings all three Reality i.e. AR, VR, MR, together under one
term and thus leading to less public confusion. Extended reality provides a wide variety and
a vast number of levels in the virtually of partially sensor inputs to Immersive virtually.
In short, Extended Reality is a superset of all the technologies ranging from entirely real to
entirely virtual. Additionally, the association of this lies in the experiences of humans mainly
aiming at the virtual reality and augmented reality.
In February 2017 at GDC Unity announced they are developing an XR Foundation Toolkit
for AR/VR creators. Also that month, The Khronos Group formed a working group of key
industry leaders from Oculus, Valve, Unity, Epic, Samsung, and Google to form the
OpenXR initiative: "a cross-platform VR standard eliminates industry fragmentation by
enabling applications to be written once to run on any VR system, and to access VR devices
integrated into those VR systems to be used by applications”. The working group has named
the initiative OpenXR in order to include standards for VR and AR applications and devices.
In October 2017, the NZVRARA released a book, authored by NZVRARA Chairman,
Michael Gregg, on the local VR/AR ecosystem, titled 'Virtual Gets Real: The Explosion of
Cross Reality in New Zealand. Blackeye VR Ltd produced this book (BlackpaperTwo) for
NZVRARA. Subsequent media reporting from Computerworld stated that "the term cross
reality (XR) is increasingly being used to refer to the virtual-to-reality continuum of
immersive technologies including augmented and mixed reality”
ADVERTISING AND SPONSORSHIP REVENUES
The majority of the current industry valuation comes from advertising and sponsorships 71% ($350 million) of it, to be exact. These sponsorship dollars come from game publishers,
who use esports as a means to increase the shelf-life of their own games' popularity and to
appeal to players of other games, as well as other gaming companies and, increasingly, nongaming ones. Marketers in a wide variety of industries see esports as a medium for reaching
younger, digitally-oriented consumers.
Revenues will grow with a CAGR (2015-2020) of +35.6% to reach $1488 million by
2020. Sponsorship is the largest revenue stream and will grow to $655 million by 2020.
New brands, especially non-endemic brands, entering esports will drive the growth in
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sponsorship revenues in the coming years. Advertising generates the second most revenues
and will grow to $224 million by 2020.
The list of household-name brands banking on esports' continued ascension is
swelling. Coca-Cola sponsors the League of Legends World Championships. Buffalo Wild
Wings and Arby's attach their name to The "league," a competition/reality show that
broadcasts games of Counter-Strike: Global Offensive. Geico has a "pro-tip" series on Major
League Gaming's MLG.tv. Red Bull, a brand synonymous with cutting-edge sports
marketing, has made a massive commitment to esports.

According to Newzoo, revenues split: The coming year will be seen the Esports Economy
grow to $696 million, a year-on-year growth of 41.3%. Brands are expected to spend $516
million, broken down into $155 million on advertising, $266 million on sponsorship, and a
further $95 million on media rights. Consumer spending this year on merchandise and tickets
will amount to $64 million. The remaining $116 million is the total investment that game
publishers will make into esports, the share that is not directly recouped by any of the other
revenue streams. It illustrates that, for most game publishers, esports is currently not a
profitable business. However, their investment is justified by the positive impact on game
revenues and the future potential of their esports activities as a stand-alone business.
MARKET SEGMENTATION
Since Esport bars with VR Arcade games are deployed as subcategories into two different
industries, the following market segmentation will present the most important segments of
both industries, Global VR Gaming and Esports industry.
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These days, virtual reality is becoming ever more present it tech media – even if the rate of
consumer adoption has been slower than many had hoped for. Modern VR development was
sparked by Palmer Luckey’s Oculus Rift Kickstarter campaign and was sustained by large
companies investing into the scene such as HTC, PlayStation, Samsung, and Google with
their own hardware and software. Another emerging field is the world of esports. Esports is
on track to become a billion-dollar business in the next few years, and much like VR has
been experimenting in a lot of different areas.
The biggest remaining question is whether the esports community would want to integrate
VR with esports, and the answer is yes. One of the biggest tournament operators in the scene,
ESL, used VR to connect with their fans. Even at smaller events such as HCS Las Vegas,
Evil Genius coach Ryan Towey used a 360-degree camera to capture a match featuring the
EG Halo pro team.
a) Segmentation by VR gaming revenue sales - Virtual reality (VR) video gaming
sales revenue worldwide in 2016, by region (in billion U.S. dollars)

The graph presents data on the virtual reality video gaming sales revenue worldwide in 2016,
broken down by region. The source estimates that the VR gaming market size in North
America will reach 1.5 billion U.S. dollars that year. All in all, the global market is projected
to be worth 5.1 billion U.S. dollars.
The world’s two biggest markets for virtual reality video gaming, as of early 2016, are
Europe and North America. The European market was estimated to be worth 1.9 billion
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U.S. dollars, while the North American market was valued at 1.5 billion U.S. dollars. In
2015, when the hype around virtual reality - fueled by announcements of new hardware
releases - exploded, gaming was found to have been the second most popular theme among
virtual reality content categories according to American consumers – about a third of those
consumers showed interest in virtual reality gaming capabilities.
b) Segmentation by product and analysis of the VR gaming market


PCs



Consoles



Mobile devices

During 2016, the PCs segment accounted for the major market share and is anticipated to
dominate the market in the next four years as well. One of the major factors for the growth
of this segment is the advanced experiences offered by PC games using VR technology.
Below is showcased a graph from Statista that presents statistical data about each of the
segments.

The graph presents data on the virtual reality video gaming sales revenue worldwide from
2016 to 2020, broken down by segment. The source estimates that the global VR gaming
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market in 2016 will be worth 3.6 billion U.S. dollars, out of which 1.6 billion will be
attributed to PC VR software and hardware.

c) ESports market revenue worldwide in 2016, by segment (in million U.S. dollars)
– The graph is taken by Statista.

During 2016, the sponsorships and advertising segment in the global eSports market was
expected to generate $661 million in revenue, followed by the prize pools segment with $78
million, the eSports betting and fantasy sites with $59 million, the amateur and microtournaments with $40 million, the ticket sales segment with $24 million, and the
Merchandise segment with $19 million.
TARGET MARKET
The growth of Esports and AR/VR industries gives a positive picture for businesses
wanting to open an ABC Bar. The visitor’s number will expand as the number of Esports
audience increases.
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According to
the article

from “Sports
Illustrated”

The esports audience in 2017 includes 191 million esports enthusiasts and is expected to
grow to 286 million in 2020. In addition, occasional esports viewers will likely grow from
194 million in 2017 to 303 million by 2020.
North America is currently the largest esports market, with anticipated revenues of $257
million in 2017. That is expected to more than double to $607 million by 2020. Most of
these revenues come from sponsorships, which will likely total $113 million in 2017.
Global esports awareness will reach 1.3 billion by the end of 2017, up from 1.1 billion in
2016. Awareness is estimated to approach 1.8 billion by 2020. This growth will be aided
by game publishers incorporating esports into their game clients and other communication
channels, along with increased coverage of esports in the media. The number of esports
participants globally will reach 58.4 million this year, up from 49.8 million in 2016.
The potential of the Esports industry is seen from the view of Esports Enthusiasts that are
ready to spend an average of $3.64 each in 2017. This includes all revenue streams, while
the average direct spending per fan on merchandise, tickets, or subscriptions is $0.33 in 2017.
Revenues per Esports Enthusiast will grow to $5.20 by 2020. North America has 25 million
esports enthusiasts, who generate twice as much revenue per year as those in any other
region, at $10.36 per fan per year, according to Newzoo.
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An October 2015 eSports Consumer Analysis Whitepaper released by video game
research firm EEDAR explains that 64% of the general gaming population on PC are male,
the average age for most eSports game is between 24-27 years of age and roughly half of
eSports spectators spend between 1-4 hours per week watching eSports. Another 20% watch
eSports for 5-9 hours per week.
The same EEDAR report indicates that approximately 36-42% of eSports users indicate they
are likely to attend a future eSports tournament. Additionally, about 33% of eSports
viewers have purchased in-game eSports items, 20% have bought either a physical or
virtual event ticket and roughly 13-15% have paid for eSports-related apparel.
"ESports participants are the most elite players in the world and mass-market brands
are taking notice of the power, influence, and loyalty of eSports viewers," said Patrick
Walker, vice president, insights and analytics at EEDAR. "As the number of gamers and
eSports fans continues to grow, it’s important for companies to look at the massive potential
of the eSports industry and its fans from all angles, from gaming preferences to spending
habits to hobbies."
The statistic shows the results of a survey in the United States concerned with the interest of
virtual reality, by age group. According to the data from Statista, 4% of the respondents
between the ages of 14 and 19 years said that they were not interested in virtual reality at all.
The VR market is set to grow at a very fast rate in the following years, with the revenue from
virtual reality products forecast to reach 5.2 billion U.S. dollars in 2018.
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COMPETITION OVERVIEW
Esports as a new popular industry wouldn’t be growing if the number of participants
involved in Esports didn’t increase each year. As it was mentioned before, VR and extended
reality (XR) in gaming like the advanced segment in it, is growing too. Nowadays,
Entrepreneurs and people involved in the VR Gaming Industry made a new concept for
entertainment social space, where both industries are combined into one place called an
Esport Bar. Most booths can be seen from the lounge area so you can watch your friends (or
strangers) as they jump, swing, crawl, and generally flail about while playing. Each booth
also has a large HD video display showing others exactly what the player is seeing.
An Esport bar with a VR experience and a Food/Beverage area like an idea is quite a new
concept and according to the findings in this research, there aren’t a lot of Esport bars with
a similar concept, in-fact they are pretty rare to be found. That means that the market is not
overwhelmed and has a room for new players.
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The methodology of the research was made with simple Google search with a different
combination of keywords. The total results are Esport bars with VR experiences, which were
close or identically the same with our idea. Each of the Esport bars that are researched below,
is categorized as a Direct or an Indirect competitor.
DIRECT COMPETITORS
Into the subcategory Direct competition are deployed the Esport bars that satisfy several
criteria:


Offering a Virtual Reality (VR) Experience (VR Arcade games).



Social space with bar (soft drinks, non-alcoholic and alcoholic drinks)



Esports
1.

VR world NYC

Overview: VR World is the largest virtual reality experience center
located in North America and Western Hemisphere, the company has a
workplace of approximately 15,000 square feet. VR World features over 50 content pieces
spanning multiple genres at their location in midtown Manhattan, at their place they have
basic stations, VIP rooms and large spaces for events. VR World is a destination and cultural
attraction for tourists and New Yorkers alike. Their mission is to catalyze the adoption of
Virtual Reality through the fusion of culture and technology. The aim is to make headway
for the industry by making Virtual Reality more accessible not only to consumers but also
to content providers and product developers. VR World will also house a co-creation space
for New York’s leading Virtual Reality and Augmented Reality developers and is an
attractive event and marketing space for brands and organizations. The company has one
location in New York.
Commonalities: VR Arcade, bar with non-alcoholic and alcoholic drinks.
Prices: For one ticket in VR world starts from $25 to $74, depending on the service. For
Moveo virtual reality simulator, the price of the ticket is $25. Ticket for 2 hours standard
pass for $34, and the ticket for all day standard pass for $59. Their tickets can also be with
combined experiences: a 2 hours standard pass + Moveo for $54, and an all-day standard
pass + Moveo for $74.
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Strengths:
• A multiverse of contents such as gaming, film, art, music and etc.
• Stations for multiplayer games.
• Full bar with: non-alcoholic drinks, beer, wine, cocktails, and liquor.
• The company uses equipment such as Oculus, HTC Vive, or Samsung Gear.
Weaknesses:
• VR world doesn't have storage in their place for guests to leave their stuff in.
2. Portal™
Overview: The lounge is designed to provide the
highest-quality VR experiences in a sophisticated but family-friendly atmosphere. Players
experience VR in individual booths while others relax in a lounge area enjoying snacks,
food, and drinks. HD monitors throughout the space Portal VR booths are designed for the
most advanced, room-scale VR experiences. This means visitors won’t be sitting in a
chair. Instead, they will actively participate in their VR experience 360 degrees. Portal is
using HTC Vive systems driven by powerful computers with superior graphics capability
that provide the state of the art in VR. Booths are padded for the visitors’ comfort and safety
and include a coat hook and storage bin for their belongings.
VR booths are available in 60, 30, and 15-minute blocks.
Commonalities: VR arcades, food/drinks
Prices: - Pricing per booth:
$29.95 - 1 person for 1 hour
$39.95 - 2 or more persons split 1 hour
$19.95 - 1 person for 30 minutes
$24.95 - 2 or more persons split 30 minutes
$12.95 - 1 or more persons split 15 minutes
Strengths: VR arcade games, Social space, Bar. Separate Areas for Kids and Adults
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Weaknesses: N/A
3. Arcade Virtual Reality Lounge
Overview: This Lounge offers Virtual Reality in a modern and comfortable
environment. Equipped with Cyberith Virtualizer Treadmills, HTC Vive VR Glasses, a Roto
VR Chair and a great selection of VR Games, you're right in the middle of it all. From autumn
2017, TOWER TAG will equip us for the future of VR-E Sports. In the Lounge, there are 4
types of VR locomotion. Arcade Lounge is located in a Kassel, Germany.
There is an option to book children's birthday parties, JGA's and company celebrations
directly with them. There is a different flexible game selection that can be customized to fit
everyone needs, providing an interactive experience for children ages six and
over. Commonalities: Esports, VR Arcade.
Price: From $10 - $60
Strengths:
• Various drinks and snacks in the lounge
• Ideal for events
• Tournament in VR-E-Sports start with Tower Day
• Watch everything on a TV
Weaknesses: N/A
INDIRECT COMPETITORS
The second subcategory is the chapter Indirect competition, or an Esport bars only, without
VR arcades.
1.

Meltdown ABC Bars

Overview: Meltdown ABC Bars are founded in 2012, and the first
Meltdown bar was established in Paris. The company has 26 established
bars in 2017, but the chain has plans to open more franchises and reach
other territories including the US. The company concept from founding is creating social
space for gaming enthusiasts. The Meltdown business model is a bar where guests can watch
streams with favorite esports tournaments and play video games.
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Commonalities: Esports and gaming bar.
Price: N/A
Strengths:
• 26 established bars in Europe and Canada since 2012.
• Largest ABC Bars chain.
Weaknesses:
• No VR arcade games, no US establishments yet.
2. ISimu VR
Overview: ISimu VR is the premier virtual reality entertainment arcade
founded in 2017. The company has one location in Duluth, GA. The
company has 12 stations with high tech equipment such as HTC Vive
and HTC headsets. According to their website, iSimu VR will have
regular tournaments starting in 2018. Admissions per tournament will be $20, with prize
range from $100 to $600 worth of in-house credits, and VR champion tournament in March
with a projected cash prize of $5000.
Commonalities: VR arcade, Esports.
Price: Minimal price is $19.99 per half hour to $59.99 per two hours.
Strengths:
• Organizing in-house tournaments starting in 2018.
• Snacks and non-alcoholic drinks.
Weaknesses:
• There is no social space or bar.
3.

Shift VR Arcade

Overview: Shift VR Arcade has one location in Greensboro, North
Carolina. Shift VR Arcade offers virtual reality gaming for a single
person or group, the company is equipped with HTC Vive virtual
reality gaming systems and it is the only one of its kind in the area.
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Commonalities: VR arcade.
Price: There are offers in different packages for a single person, for two persons, for four
persons with prices starting from $30 for a single person to $80 for four persons, and also
the company has three different membership packages with prices starting from $20 to $50.
Strengths:
• 1 establishment on the US East Coast.
• Shift VR Arcade is the only one of its kind in the Greensboro, NC area.
Weaknesses:
• There is no social space or bar.
• Don’t have esports.

4. Omniverse VR
Overview: Omniverse VR company was founded in 2017 in League
City. Omniverse is a VR arcade and experience center with a focus on
using VR for entertainment and education. The company offers VR experiences and
gameplay for individuals, family events, group events, as well as corporate team building
and celebrations. From the technology side, Omniverse VR uses active VR rigs, the Omni
from Virtuix, and Room Scale VR stations. Firmly supported by the Omni. The company
has one location in League City.
Commonalities: VR arcade, Esports.
Price: Starts from $10 to $300. The company’s price list is for different packages for a single
person, for two persons and event packages.
Strengths:
• A multiverse of contents such as gaming and immersive experiences that allow transporting
customers into movies, new environments, and other planets.
• Active VR and Standing VR experiences.
Weaknesses:
Don’t have a bar.
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5. MindTrek VR
Overview: MindTrek VR powered by Zero Latency, is a free-roam,
large-scale multiplayer virtual reality gaming arena.
The company has two locations in Woburn, MA and Marlborough, MA,
and according to their website, the company’s plan is to open two more VR arcade gaming
centers in the USA in 2018.
Commonalities: VR Arcade.
Price: Ticket for 45 minutes costs $49 per player.
Strengths:
• The company has a workplace of 4000 square feet with 2 areas that can each support 8
players depending on the game.
Weaknesses:
• The company content includes only 3 games.
• Don’t have a bar.
• There are no Esports tournaments.
6. The VOID
Overview: The VOID is founded in 2015 and headquartered in Lindon,
UT. The company has 7 locations in Anaheim, Dubai, Lindon, London,
New York, Orlando, and Toronto. The Void creates its own content, but
it also serves as an immersive version of major films and video games. A combination of a
physical set, real-time interactive effects, and virtual reality are utilized to create HyperReality experiences, which allow participants to not only watch a movie or play a game but
to live in them.
Commonalities: VR Arcade.
Price: N/A
Strengths:


Create their own content, but it also serves as an immersive version of major films
and video games
19

Weaknesses:
•

There is no social space or bar.

•

No esports.
7. Imax VR
The Imax VR centers a trademark of IMAX Corporation has 6 locations
located in Los Angeles, Toronto, Shanghai, Manchester and two
locations in New York. The IMAX Corporation is a Canadian theatre

company which designs and manufactures IMAX cameras and projection systems as well as
performing film development, production, post-production, and distribution to IMAX
affiliated theatres worldwide. Founded in 1968, it has operations in Toronto, as well as New
York City and Los Angeles. The company trademark Imax VR centers are launched into
Imax Corporation theaters at 6 locations, with main service VR arcade.
Commonalities: VR Arcade, Esports.
Price: Depends on the length and complexity of the chosen experience.
Strengths:
• Room-tracking technology.
• Single-player and head-to-head multiplayer competition.
• The company uses equipment such as HTC Vive and Star VR.
Weaknesses: N/A

PEST ANALYSIS
The Pest analysis is an overview of the Political and Legal, Economic, Social, and
Technological Factors that shape the South Carolina, USA.

Political

Factors

Key findings
South Carolina's state government consists of the Executive, Legislative, and Judicial branches.
Other relevant influencers are the state constitution, law enforcement agencies, federal
representation, state finances, and state taxes.
South Carolina is a politically stable country.
The market is free, with a regulatory environment that is efficient and transparent.
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South Carolina has strong state’s incentives, business-friendly government and permitting
processes and is ranked 2nd on Top States for doing business 2016 on these basis.
The government’s proactive approach toward easing regulatory slowdowns can be noticed with the
creation of The Small Business Regulatory Review Committee, a collection of volunteer business
owners who review the regulatory situation and, if needed, order economic impact studies and
flexibility analyses.
Over the 5 years ending in 2016 the South Carolina’s economy grew in real terms by 10.51% at a
compound annual growth rate of 2.02% per year. Real South Carolina GDP in 2016 is at the
highest level recorded to date and amounts to $183.873 bn.
According to the University of South Carolina’s article, the fastest growing industries in 2016 in

Economical

South Carolina were the manufacturing sector and the professional and business services
sector, due to the high-wage job creation and the support of high rates of consumer spending.
South Carolina’s unemployment rate was 3.9% in October 2017. According to the same article by
University of South Carolina, Rock Hill experiences the largest gains in employment (+3.4
percent) in 2016.
Regarding the taxes, according to South Carolina’s Department of Commerce’s statement, the state
has no state property tax, no local income tax, no wholesale tax and no unitary tax on worldwide
profits. The state also promises a favourable corporate income tax structure. South Carolina’s
personal income tax rate is 0% to 7%.
South Carolina’s Population in 2017 is estimated to 5.03 million and the state is experiencing a
growth rate of 1.06%. York County’s population is 258.526, with a growth rate of 13.93% since

Social

2010.
The educational infrastructure in South Carolina is solid, with 86% of the population being highschool graduates or higher, with science and engineering studies at the highest rate with 32%.
The Cost of Living Index in York (90 out of the national 100) is lower than the cost of living
index in South Carolina (97 out of the national100). The housing index is the lowest (71 in York,
80 in South Carolina) and the healthcare index is the highest (104 in York, 101 in South Carolina).
CNBC ranks South Carolina 31st for quality of life.

Technological

According to an article about US Technology sector, South Carolina is one of the US states with
an expected national growth of high-tech industries.
According to another source’s findings, South Carolina’s technology growth outpaced the
national average in 2016 and South Carolina’s tech sector now employs more than 62,000 people,
which means a 3.3% jump.
The CNBC (America's Top States for Business 2016) ranked South Carolina 32nd in Technology
and Innovation.
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According to Comptia’s article, the leading tech occupations include computer user support
specialists (7,010), industrial engineers (6,850) and computer systems analysts (5,940).

INTERNAL ANALYSIS
After analyzing the external factors that can impact the company’s work, it is of essential
meaning to analyze the internal factors in order to fully understand the company’s business.
The internal analysis offers insight into the business’ competencies and aspects that
need/should be improved in the future. The analysis also aids in improving the business’
operations, attaining customer satisfaction and higher profits. The internal analysis in this
document is divided into a couple of subchapters that will explain each section in greater
detail. The Business Model segment explains the way the business will function. The
following chapter will expand on the ways the business can promote its brand and product
in the market. Process Workflow is the segment of the internal analysis that will explain how
the main process that generates revenue will work. The Organizational Structure will define
the hierarchy in the venture and lastly, the closing segment of this chapter will focus on the
Unique Selling Points, the key competencies that make competing esport bar stand out of
the rest.
BUSINESS MODEL
The business’s main purpose is to open an ABC Bar and social space with a VR “immersionscalable” arcade experience.
The unique selling point of the business is the combination of these entertainment sectors
into one, (Esports, bar, gaming social space, VR arcade) which has never been attempted,
even though separately ABC Bars and VR arcades are growing rapidly and only a few are
offering an immersion-scalable VR experience.
The ABC Bar venue will be a Sole Proprietor and a combination of an Esports,
Entertainment and social space for friends. The company will also include a bar where guests
can enjoy drinks and snacks while having fun.
It the beginning, the owner of the business will conduct a partnership with a local business
and host a free VR night events, where people can have a 15min free VR experience in
exchange for completing a survey. This will help the owner to gather local market data, build
a client database and it will also help with the preopening promotional activities.
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After a few VR night events, the owner will have enough information to understand the
customers’ preferences, so the business can officially start.
The ABC Bar will start its work in the local mall portion. Thanks to the mall’s walkability,
the business will ensure that potential customers will see it and will be interested in
experiencing it. The owner will not invest in the interior of this portion and will save up the
money, so the business can be relocated to a custom built building and invest the saving
then. The Esports Lounge will have a relaxed and nerdy atmosphere where people can feel
like they are inside a gaming room. The “bring your own food” policy during the weekdays,
along with the food trucks that will arrive on weekends will make the place more casual,
friendly and comfortable.
XR will offer different types of entertaining activities: Game tournaments, private events,
developer time in VR headsets, VR Arcade, but also drinks and various snacks. The VR time
would have a scalable price range associated with the level of immersion the player chooses.
Most VR arcades have a price range of $30-$50 per hour for the base experience.
The VR arcade is a hot trend in the VR/AR industry. People from different age categories
play VR arcade games and for this aim, VR game developers create various types of
games. In the bar, there will be 6 Vive Stations = 420 Sq. Ft. Players will experience VR
in individual booths while others relax in the lounge area, enjoying snacks, food, and
drinks. HD monitors throughout the space will show what each player is experiencing.
When it comes to entertainment and technology, the palette of an ideal clients is wide, but
few categories of clients are most common for this concept of ABC Bar such as the techsavvy adults of the next generation, social gamers, curious newcomers to VR, competitive
gamers or people who can not/do not want to build or purchase their own computer to play
VR games.

MISSION AND VISION

Mission: The mission of XR is to develop a forward-looking social space that embraces the
technological advancements happening in the entertainment.
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Vision: With a passion towards the VR technology and dedication to our customers, the
company will enrich the entertainment concept by implementing Augmented, Virtual,
Holographic and AI technologies, making XR a place in the future.
MARKETING PLAN – 4P ANALYSIS
The marketing plan elaborates the marketing mix (4P – Product, Price, Promotion, and
Place) and it should be compatible with the company’s mission, vision, and strategy. The
marketing plan offers analysis of every element of the marketing mix and a strategy for each
element so that the goals can be achieved. The best method for implementing the marketing
plan is choosing the IMK (Integrated Marketing Communications), which is an advanced
communication method that allows two-sided communication (business to client and client
to business) and its purpose is to synchronize the marketing mix in order to send a strong
and consistent promotional message to the potential client.
PRODUCT
The first of the Four Ps of marketing is the product. A product can be either a tangible good
or an intangible service that fulfills a need or want of consumers. In this case, the product is
given as a service.
The Bar demands various services such as:


VR arcade experience,



Private Parties,



Events,



Game Tournaments and



Developer time in VR headsets.

All of the services have prices and usually need to be booked beforehand, especially the
private events.
Aside from the services connected directly with technology and Esports, there will be a bar
and social space for socializing and enjoying a snack or a drink. For starters, the menu will
consist of a range of drinks: alcoholic, energetic and non-alcoholic, as well as various snacks.
In order to demand a service such as VR Arcade games and Games tournaments events, a
commercial licensing from the different VR game developers for each game will be needed.
PRICE
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The managing team created prices that are both affordable and competitive. The VR time
will have a scalable price range associated with the level of immersion the player chooses.
Considering the differentiated product, the price is adapted to the different offers:


Base experience - $20-$30 per hour.



VR + treadmill - $30-$40 per hour.



VR + treadmill + Suit - $50-$60 per hour.



Holoroom - $70-$80 per hour.

The three most common pricing methods are the competition-based, the cost-based and the
customer based pricing method. If a competition-based price analysis is done on the XR’s
prices and the price for the base experience is compared to the prices of the direct competitors
analyzed in the competition chapter, it can be concluded that the price is set in the average
price range ($10 - $30). It should be noted that the average price and price range are
calculated based on 10 competitors’ prices for base experiences or starting packages for VR
arcade experience.
The prices for the rest of the offers cannot be compared to the competitors’ prices since the
competitors’ prices for VR arcade games vary a lot, due to the many options for creating a
customized package, the chosen service and the duration of the game.
The price strategy should be consistent with the company’s strategy that comes from the
company’s mission and vision. There are a few possible pricing strategies, each one of them
adequate for achieving a different goal and suitable for a different kind of business.
The alternative pricing strategies are pricing at a premium, pricing for market penetration,
price skimming, economy pricing, psychology pricing and bundle pricing.
XR will use the market penetration pricing strategy, which sets a low initial price for the
services. The goal is to quickly attract new customers based on the low cost. The strategy is
most effective for increasing market share and sales volume while discouraging competition.
The most of the competitors for the base VR arcade experience had prices higher than $25,
and the XR’s price for base experience starts from $20.

PROMOTION
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The promotional goal for a company must be set adequately to reach the targeted audience.
Considering that the target audience for XR are young people who have an interest in gaming
and therefore technology, the key promotional channel that should be used is the internet
channel.
Promotion can be viewed as a wide concept of advertising one’s products or services. The
promotion will be implemented by using the existing channels such as social networks,
media, and websites that will be created for the business’ promotion.
The key promotional concepts that will be used in the promotional campaign are the
following:


Mass media advertising – such as cinema commercials, radio and internet
advertisements, printed media and billboards.



Public relations - as a way of reaching the potential clientele with relatively low
financial expenses via press releases, sponsorship deals, exhibitions, conferences,
seminars or trade fairs and events. The weakness of this approach is the company’s
inability to influence the news since the news are announced from other sources.



Database market – since the owner will have a database of potential customers that
will be collected from the surveys conducted on the VR night events, it can be easy,
low cost and effective to use this information for a personalized direct market (one
on one marketing). It can be done by e-mail, direct mail or any other way.



Word-of-mouth – a promotional tactic that is based on creating a buzz and includes
any informal communication about the product by ordinary individuals, satisfied
customers or people specifically engaged to create the word-of-mouth momentum.



Online promotional tools – such as Foursquare, which is challenging Yelp’s
supremacy as the leading social application for the hospitality industry. Engaging
Foursquare members is particularly effective for bars. The platform’s typical
demographic profile includes college-educated, media-savvy young people who
actively engage their friends and invite them to meet in nightspots to see and be seen.
Getting reviews and photos posted on Foursquare can provide steady bar business.
Yelp claims to use a proprietary algorithm like Google’s formula that ranks search
engine return pages, but Yelp uses their formula to filter out reviews that don’t seem
authentic, seem to praise bars too lavishly or vilify ones so thoroughly when it’s
suspected that some competitor wrote them. In 2013, Foursquare introduced a new
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kind of advertising for local businesses called Foursquare Ads. It promised to
completely change the way local businesses reach new people and encourage them
into becoming real customers. Foursquare Ads are short text-and-image ads that are
shown to Foursquare users when they open up their Foursquare mobile application.
Discounts for the services could be given if for check-ins or high reviews on Yelp.


Company Website - so consumers can have the order-delivery system available on
the Internet. Furthermore, every available sales channel such as Mobile Apps, Media,
Selected Magazines, etc. will be used.



Social Media - aside from the website, a Facebook fan page will be made, which
will be coordinated by our marketing manager and their team. The marketing team
will have the responsibility to post the daily meals that will have a discount in happy
hours. Additionally, there will be an Instagram profile that will consist of photos
from fun times with VR arcade experience, photographed by satisfied customers.

The key to any promotional activity is its consistency to the strong brand strategy. In a
world where customers are constantly exposed to advertising, the way to reduce the media
noise is to create a strong brand name and logo that will tell the company’s story and
distinguish the brand from the competitors.
Once the brand name and logo are registered, they will be printed on napkins and food boxes,
as well as on mini promotional devices like key chains, pens, t-shirts and etc. Giving away
functional branded gifts can be a more effective promotional move than handing out simple
business cards.
PLACE
Choosing the right location is very important, more important than randomly selecting a
place. A start-up business should always try to cut back expenses and come up with creative
solutions on how to lower the start-up costs. One way to do that is to cut back on marketing
expenses in order to invest more in the business in the future. Although marketing can be
crucial at the start, it doesn’t have to be expensive, just effective, so the well-chosen
walkability portion in the mall can be enough to ensure store traffic and save money.
The ABC Bar will be located at the Rock Hill Galleria mall at first. The mall has 77,185
population in a 10 miles radius and is anchored by many popular brands and corporate retail
chains, which ensures great walkability.
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The owner will not invest in the portion’s design, so the savings can be invested in the
custom-built building in Rock Hill. Before the business is relocated, it will serve nonalcoholic drinks and will not require a liqueur license. Later, the business will be relocated
in a custom-built building in Rock Hill, the largest city in York County, South Carolina, and
the fifth-largest city in the state.
In a perfect setting, the company would require a building to be built to the establishment’s
specific needs, but if it cannot be done, the business will be relocated in an existing building,
but will invest the savings in adapting the interior design.
ORGANIZATIONAL STRUCTURE
The idea for opening an ABC Bar and social space with a VR “immersion-scalable” arcade
experience with it will be supported by the owner who in the same time will work in the
company as Managing Director. The organizational structure will be short and simple
because XR will start as medium size VR arcade entertainment bar.
The company’s employees will be XYZ as the Managing Director, with another manager
and the team of VR attendants and Bartender that will help in handling the day-to-day and
even long-term activities in the bar. The restaurant will start with the following employee
positions, it will consider using third-party delivery services if it’s deemed necessary and
will continue to expand its staff as the occasion arises:

Owner/Managing
Director

VR Attendants (3)

Bartender

1. The Managing director will make the most important decisions for the business. His
duties would be to coordinate the input and outcome for the bar and delegate assignments
but also to understand the needs of the customers and employees.
2. The bartender is not a simple autonomous drink mixer; he/she is the most important
figure in the establishment. He/she must make patrons of the establishment feel
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welcome, secure, and relaxed. To the patrons of a bar, the bartender is a very powerful
figure. Bartenders must keep their work area clean. Countertops and tables must be
cleaned with disinfectant, soap, and water. Outside furniture must also be wiped at the
start of the day. Refer to your opening/shift change/closing checklist ensuring all duties
are complete. Make sure people drink responsibly.
3. VR attendants – There will be 3 attendants working in the bar. Each of them will be
responsible for taking care of the customers in the VR arcade area, the Social space area
and other regular activities connected with the serving, such as cleaning after the mess.
PROCESS WORKFLOW
The process workflow helps to see the bigger picture and understand all the work stages of
the activities that each stage includes. To get the business up and running, there is a lot of
work that needs to be organized and done orderly. Below is presented the company’s process
workflow in 8 stages, each stage containing the necessary activities that need to be done in
order to go to the next stage.
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1

2

3

4

5

6

7

9

10

11

12

•PURCHASE COMMERCIAL AND OTHER LICENSES
•FIND EQUIPMENT SUPPLIERS AND SING AN AGREEMENT
•HOST THE VR NIGHT EVENTS AND CONDUCT A SURVEY
•ANALYZE THE SURVEY RESULTS AND CREATE A POTENTIAL CUSTOMERS DATABASE
•FIND A PORTION IN THE LOCAL MALL AND SIGN A RENT AGREEMENT
•FIND SNACKS AND DRINKS SUPPLIERS AND SIGN AN AGREEMENT
•START THE BUSINESS ALONG WITH THE SOCIAL MEDIA PROMOTIONAL CAMPAIGN
•DESIGN AND REGISTER A BRAND AND LOGO
•GET A LIQUEUR LICENSE
•RELOCATE THE BUSINESS
•FOLLOW AND IMPLEMENT THE VR ARCADE AND ESPORTS TRENDS

The first step is very important for lancing the business. A Commercial license is the
standard licensing option for organizations and business entities. Commercial licensing
marketplace connects game developers and arcades, removing the hassle of negotiating
multiple one-off agreements and allows for automated payment processing.
XR will need licenses for Vive Headsets, VR arcade management software, PC’s, Wireless
VR Headsets adaptor, Omni-directional treadmill, Omni-directional treadmill, VR
Waterproof Foam Cover and Telasuit. Six from each of them.
After licensing, XR will sign an agreement with the suppliers (Euclidean and Microsoft)
The next step after having the game licenses and necessary equipment, the partnership with
the business partner can be established and the business can host the VR night events, and
conduct the survey on these events so the needed information can be collected. The next
stage puts the accent on analyzing the collected information and building a database of
potential customers. This stage is important for the business’ future – the collected
information can give ideas for improvement and satisfying the customers, while the database
can be used for marketing and as the business grows it will grow as well.
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Finding a walkability portion is very important, since the business will cut back on
marketing and the walkability factor will help the company to be noticed.
The ABC Bar opening can be announced a couple of weeks earlier on the social media, so
people can be informed on time and come for the opening party.
At this point, the business will have worked for a while with low costs, so brand and logo
design and registration can be afforded.
Once the business becomes known for its brand and logo, it can be moved to the already
finished custom-built building. Before moving the business, it is important to get the
liqueur license and ensure that the bar can be opened at the new location.
Regarding the liqueur license, South Carolina regulates alcoholic beverage commerce
through a three-tiered distribution and licensing structure that strictly separates
manufacturing, wholesaling, and retailing interests into distinct tiers of operation. Under this
three-tier system, licenses issued under Title 61 are generally divided into the following
categories:


Retail Licenses that authorize the sale of alcoholic beverages to the public



Wholesale Licenses that authorize the purchase of alcoholic beverages from
producers for resale to retailers



Manufacturing and Importing Licenses that authorize the production or importation
of alcoholic beverages into the state. More information is available on this Link.

SWOT AND RISK ANALYSIS
SWOT ANALYSIS
SWOT Analysis is a useful technique for understanding your Strengths and Weaknesses,
and for identifying both the Opportunities and Threats on the market. SWOT stands for
strengths, weaknesses, opportunities, and threats. Strengths and weaknesses are internal
factors. Opportunities and threats are external factors. A strength is a positive internal factor.
A weakness is a negative internal factor. An opportunity is a positive external factor. A threat
is a negative external factor. Because of the nature of the strengths and weaknesses (internal)
and the opportunities and threats (external), SWOT is sometimes called Internal-External
Analysis and the SWOT Matrix is sometimes called an IE Matrix.
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Strengths


Entertainment

Weaknesses
industry

and

customer



technology could emerge and make VR

service experience.


obsolete.

An innovative business idea which is a
combination of Esport and VR arcade





Develops a highly engaging environment.



Competitive prices .



Open for all ages.

Opportunities




VR arcades are a new, but an already



Fast Amortization of the equipment.

Threats


Virtual reality is about to go mainstream,

booming industry. Esports, although not

but a lack of content threatens to hold it

new, is still showing big growth.

back.

North America has the most esports



enthusiasts and the global audience is
expected to grow.


Alcohol may cause a sickness if it is not
limited.

experience in a place where you can
socialize.

Fast moving technology means that a new

There are no barriers to enter the market,

Overall failure - no general acceptance of
VR.



Possibility of choosing the wrong location.



Rental escalation.

competition is small.


Business has positive chance to succeed
according to the political, economic, social
and technological environment in the US.

Strengths
Strengths are an internal factor. These are things which can be controlled by the company
itself. Strengths will help the business to run smoothly and allow the business to operate at
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its optimum level. Generally, the aim of a SWOT analysis is to discover a way to match the
entity’s strengths with the opportunities, overtaking its weaknesses and minimizing the
threats. The company’s strengths are:


Experience in the entertainment industry and customer service – The experience
in the entertainment industry is important since the success of the potential idea
depends mostly from having a good leader who can contribute in managing the social
events and coworkers.



An innovative business idea which is a combination from Esports and VR arcade
experience in a place where you can socialize – The whole idea is a brand new trendy
concept that is very rear found in other ABC Bars. Esport bar usually demands much
more services than watching Game tournaments.



Develops a highly engaging environment – People will have the chance to enter the
VR world and enjoy playing games, but also relaxing and socializing with the friends
in the special social area space. Customers could have a drinks and snacks at the bar.
Esport bar will be the place where people meet their friends, colleagues or family.



Competitive prices – Prices are very competitive but also deployed in the same price
range as all the rest competitors, $20 - $30. Pricing is crucial when it comes to
entertaining business, so it is better to start with lower prices.



Open for all ages – VR arcades are for everyone. People like to escape from reality
and relax with a game. According to the data from Statista, two age groups are most
interested in VR: 20-29 and 30-39. Both groups responded that are very interested in
VR games.

Opportunities
Opportunities are an external factor. The business has no control over this matter. They tend
to happen because of external reasons. Political, economic, social or even technological
reasons may give rise to opportunities


VR arcades are a new, but an already booming industry and while the Esports
industry isn’t new, it is showing a big growth. The VR market is set to grow at a
very fast rate in the following years, with a forecasted revenue of $5.2 billion dollars
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in 2018. Esport industry is growing globally, and it is investable. Esports is on track
to become a billion-dollar business in the next few years.


North America has the most esports enthusiasts, who generate twice as much
revenue per year as those in any other region. According to the article from “Sports
Illustrated” The esports audience in 2017 includes 191 million esports enthusiasts
and is expected to grow to 286 million in 2020. As the article from TopTal states, over
380 million people watch esports worldwide both online and in person.



There are no barriers to enter the market, competition is low.



Business has positive chance to succeed according to the political, economic, social
and technological condition in the US - The conclusions of the PEST analysis are
positive; the political environment is characterized by a stable and independent legal
system and free and well-known governmental regulations. As a politically stable
country, the US’s economy is strong, with relatively high and stable income, despite
the small depression of consumer pricing in the years 2016 and 2017

RISK MANAGEMENT
The purpose of the risk management section is to look at the weaknesses and threats of the
business more closely, view and assess the risk of failure, as well as provide possible
solutions on how to avoid them if possible. The probability of the “risk” occurring, will be
rated on a scale to 5, with 1 being the lowest and 5 the highest grade. The risk’ impact on
the business will be rated in the same manner. When the risk probability and impact values
are multiplied, a total risk value is gained. The total risk value presents the intensity of the
risk it has on the business, where 25 is the highest and 1 is the lowest value.
Risk

Proba

Impact

Total

Action

3

6

Risk Acceptance

bility
Fast moving technology
means

that

a

new

technology could emerge
and make VR obsolete.

2

This kind of risk is acceptable because depends on external factors and
it could be much done if the VR obsolete. The probability that this
situation will happen is very small, almost impossible.
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Alcohol

may

cause

a

2

2

4

sickness if it is not limited

Risk Avoidance
A lot of the competitors made rules for drinking alcohol while playing.
This risk can be easily avoided if the alcoholic drinks are limited. VR
arcade by itself also might make you sick. This issue's definitely been
minimized since each manufacturer's headsets have been redesigned,
but it hasn't been eliminated because at least part of the responsibility
lies with the game developer.

Fast Amortization of the

3

4

12

equipment

Risk Avoidance
This risk can be avoided with the help from VR attendants. They can
be around the customers and help them learn how to use the VR
equipment. Also, it is important for equipment to have big quality in
order to amortize slower.

Virtual reality is about to

5

4

20

go mainstream, but a lack

Risk Mitigation
Consumers are already getting excited about VR’s potential in

of content threatens to

the gaming world, especially VR arcades. In a manner endlessly more

hold it back

“real” than today’s gaming hardware is capable of, VR will immerse
players in games. This risk can reduce the business profitability because
environments will become more expansive as plots become more
riveting and characters become more vibrant. Software developers must
focus their efforts on creating content that consumers will use on their
headsets.

Overall

failure

-

no

3

3

9

general acceptance for VR

Risk Acceptance
In the times of Tech revolution, everything is possible. One article said
that VR gaming’s popularity will drop down. Considering the nature of
the business, such risk can be expected and there can be no way to
ensure it won’t happen.

Possibility of choosing the

4

4

16

wrong location

Risk Mitigation
Location is very important when opening an entertaining bar. This may
reduce business profits if the bar hasn’t selected a good location. The
location should be visible and in a crowded area.

Rental escalation

3

4

12

Risk Mitigation
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High rents can influence the prices on the menu, or force managerial
decisions to cut staff members in order to cope with the expenses. One
possible solution for the entrepreneur is to find and negotiate with a just
landowner that will disclose a fair lease agreement that is beneficial to
both parties.

FINANCIAL PLAN
A financial plan is a comprehensive evaluation of an investor's current and future financial
state by using currently known variables to predict future cash flows, asset values, and
withdrawal plans. These metrics are used along with estimates of asset growth to determine
if an entity’s financial goals can be met in the future, or what steps need to be taken to ensure
that they are. In the following paragraphs, each section of the financial plan will be separately
detailed and thoroughly explained. The financial plan will cover the income statement, the
cash flow statement and break-even analysis. But before that, we will present our numbers
upon which all of our assumptions are based.
ASSUMPTIONS
In order to present the business environment as objectively as possible, we made some
general assumptions regarding the:


Annual Growth rate percentage - We assume that there will be 20% a year over
year increase in the sales, which also means 20% growth rate of the direct costs.



Working hours – We made an assumption that the business will work 8 hours a day,
5 days a week, which means that there will be 160 working hours per month.



Revenue – The Company’s revenue will come from the VR services and the nonalcoholic beverages, so we divided the revenue into these two categories.



Services – To determine what kind of service brings the most revenue, we made an
assumption that Esports’ services can be divided into two categories: minimum
equipment services and all equipment services. We made an assumption that 70% of
the time people will spend on the minimum equipment services and 30% of the time
will be spent on the all equipment services.
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Pricing – The prices for the two service categories are calculated based on the prices
for the services they include. The price for minimum equipment services ($25) is the
average price for the base experience ($20) and VR + Treadmill experience ($30).
The price for the all equipment services ($55) is the average price for VR + Treadmill
+ Suit experience ($50-$60). Regarding the beverage’s prices, we made an
assumption that the prices will vary between $3 and $11, so we used the average
price of $6 for the calculations in the financial model. The quantity of sold beverages
is our assumption as well.



Capacity – No business can have equal work every month, so we made an
assumption that the average amount of stations used in a month is 3 out of 6 stations.



Indirect costs - We had the true values for marketing expenses, utilities, insurance,
and salaries, so we only made assumptions for the rent (set to $2.500 per month) and
other administrative expenses ($200 per month).



Depreciation expenses - We had the actual prices for the items, except for the Omnidirectional treadmill which is about to be released and the Teslasuit as well. We made
an assumption for the treadmill’s price - $700, based on a review (Virtuix Omni’s
price is $699). Regarding the Teslasuit which is not yet released as well, the price
assumption ($4000) is based on Roadtovr’s review and Digital Trends’ review.

INCOME STATEMENT
An income statement is a financial statement that reports a company's financial performance
over a specific accounting period. Financial performance is assessed by giving a summary
of how the business incurs its revenues and expenses through both operating and nonoperating activities (direct and indirect costs). It also shows the net profit or loss incurred
over a specific accounting period.
The income statement will begin with displaying the anticipated total revenues that the
Esport’s Bar will earn per year, $233,760in the first, $333,849 in the second, and $403,259
in the third year of operations.
Next, our income statement showcases the direct costs that are necessary for the business’s
work. In this category, the total costs for supply, shipping and installation per year will be
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displayed. After adding together those costs, the figure that we’ll get will represent the total
direct costs for that particular year, $18,000, $21,600 and $22,320 for each year respectively.

Income Statement
Total Revenues

1st year
$ 233,760.00

2nd year
$ 333,849.60

3rd year
$ 403,259.90

Direct cost:
Cost for Beverages supply

$

18,000.00

$ 21,600.00

$ 22,320.00

Total Direct Costs

$

18,000.00

$ 21,600.00

$ 22,320.00

Gross Profit
% of Revenues

$ 215,760.00
92.3%

$ 312,249.60
93.5%

$ 380,939.90
94.5%

$

92,160.00

$ 92,160.00

$ 92,160.00

$

30,000.00

$ 30,000.00

$ 30,000.00

Utilities
Marketing
Insurance

$

5,400.00

$

$

$

15,000.00

$

3,000.00

Depreciation

$

Indirect cost:
Salaries
Rent & Other Administrative
expenses

5,400.00

5,400.00

$ 15,000.00

$ 15,000.00

$

3,000.00

$

27,861.00

$ 27,861.00

$

Total Overheads

$ 145,560.00

$ 145,560.00

$ 145,560.00

Earnings Before Interest & Tax
(EBIT)

$

$ 166,689.60

$ 235,379.90

% of Revenues

70,200.00

3,000.00
-

30.0%

49.9%

58.4%

0

0

0

Interest Expenses
Earnings Before Tax (EBT)

$

70,200.00

$ 166,689.60

$ 235,379.90

Less: Corporate Tax 7%

$

4,914.00

$ 11,668.27

$ 16,476.59

Net Profit

$

65,286.00

$ 155,021.33

$ 218,903.31

27.9%

% of Revenues
Cumulative profit

$

65,286.00

46.4%
$ 220,307.33

54.3%
$ 439,210.64
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Subtracting the total revenues per year with the total direct costs will equal the gross profit
for that particular year, meaning $215,760 for the first year, $312.249 for the second and
$380,939 for the third year of operations.
The indirect costs represent the costs that are not directly connected to the products. Our
business recognizes the indirect costs for salaries, marketing expenses, utilities, insurance,
depreciation and other administrative expenses. Once those indirect costs are added together,
the total overhead expenses will be established. Those overhead expenses are the expenses
that the business must cover, no matter if the business does or does not possess the necessary
financial funds.
Earnings before interest & tax (EBIT) is an indicator of the company's profitability,
calculated as total revenues minus total direct and total overhead expenses, excluding tax
and interest. They are $70,200 in the first year, $166,689 in the second year and $235,379 in
the third year.
Lastly, the net income is calculated by subtracting the yearly income tax (7%) from the
earnings before tax. The net profit prognosis for the first year is that the business will operate
at a surplus of around $65,286. In the second year, the net income will amount to $220,307,
and the company will double its profit in the third year, with $439,210.
CASH-FLOW STATEMENT
The cash flow statement details the amount of cash and cash equivalents entering and leaving
a company. The CFS also allows investors to understand how a company's operations are
running, where its money is coming from, and how it is being spent.
Cash Flow Statement

Net Income
Interest
Cash Flow from Operating
Activities

$
$

1st year
65,286.00
27,861.00

2nd year
$ 155,021.33
$
27,861.00

3rd year
$ 218,903.31
$
-

$

93,147.00

$

$ 218,903.31

Sale of investments

$

Investment

$

55,722.00

182,882.33

$

-

$

-

$

-

$
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Cash Flow from Investing
Activities

$

Bank Overdraft

$

Loan Principle

55,722.00

$

-

$

-

-

$

-

$

-

$

-

$

-

$

-

Paid-in Capital
Cash Flow from Financing
Activities

$

-

$

-

$

-

$

-

$

-

$

-

Net Cash Flow

$ 148,869.00

$

182,882.33

$ 218,903.31

Add: Beg, Cash

$ 158,869.00

$

192,882.33

$ 228,903.31

End, Cash

$ 307,738.00

$ 375,764.66

$ 447,806.62

Cash flow from operating activities includes changes in the working capital such as increases
or decreases in inventory, short-term debt, accounts receivable and accounts payable. The
cash flow from operating activities is the value gained after the interest expense for a
particular year is subtracted from the net income for that same year. The cash flow from
operating activities for the first three years is as follows; $93,147 for the first, 182,882 for
the second year and $218,903 cash flow from operating activities in the third year.
Cash flow from investing activities is an item on the cash flow statement that reports the
aggregate change in a company's cash position resulting from any gains (or losses) from
investments in the financial markets and operating subsidiaries and changes resulting from
amounts spent on investments in capital assets such as plant and equipment. Since the
company’s owner will only invest in the first year, the cash flow from investing activities in
the first year will amount to $55,722.00 and will be zero in the second and third year. Cash
flow from financing activities shows investors the business’ financial strength. A positive
number for cash flow from financing activities means more money is flowing into the
business than flowing out, which increases the business’ assets. Negative numbers can mean
the business is servicing debt.
The cash flow from financing activities equals to the sum between the bank overdraft (the
yearly installment the business needs to pay for the bank loan), the loan principle (the total
amount of the loan) and the Paid-in Capital. The cash-flow from financing activities is not
present in this case.
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The net cash flow is calculated after the cash flow from operating, investing (operating and
investing activities reduce the business’ finances) and financing activities are added up
together, and it’s equal to a $148,869 in the first year of operations, 182,882 in the second
and $218,903 in the third year.
The cash at the end of the period is equal to a sum of the net cash flow and the cash at the
beginning of the period. For the first year, the cash at the end of the year will be equal to
$307,738. For the second year, the cash at the end of the year will be 375,764 and $447,806
for the third.
BREAK-EVEN ANALYSIS
The break-even analysis analyses different price levels relating to various levels of
product/service demand so that an entity can determine what level of sales are needed to
cover the total fixed costs.

Break-Even Analysis
1st year
9,120

(Expected) Number of units sold per year

307.58

2nd year
10,944
$

366.06

3rd year
11,309

Average revenue per unit (ARPU)

$

$

427.91

Total Revenues

$ 233,760.00

$ 333,849.60

$ 403,259.90

Cost for Beverages supply

$ 18,000.00

$ 21,600.00

$ 22,320.00

Total Variable Costs
Variable cost per unit

$ 145,560.00
15.96

$ 145,560.00
13.30

$ 145,560.00
12.87

Total Fixed Costs

$ 145,560.00

$ 145,560.00

$ 145,560.00

Break-Even Point

499

413

351

Variable Costs:

Break Even Point
499

413

351

Gaming Titels
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Judging from the break-even analysis and the chart provided, the point where the business
will cover all of its fixed costs while making no extra profits is at the 499 units in the first
year of operations, 413 units in the second and 351 units in the third year.
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