Business Description

DentalBrains.com will host a virtual dentistry community using a custom-designed, searchable database solution to coordinate the technological and informational needs of dentists and patients. Dentists who subscribe to our service will find their extensive, cumbersome, in-office filing systems unnecessary because they will be able to use the internet to view all of their records—including images and x-rays—hosted on our servers through our searchable, secure, patient file database access solution with easy-to-use custom applications and forms for data entry.  Visitors to the site will also have a message board with searchable archived forums where they can air any dentistry questions they have to be answered by professionals and specialists.  Visitors and dentists alike will be able to take advantage of a rigorously cross-referenced Encyclopedia of Dental Materials and Procedures with alphabetical entries covering topics such as biocompatibility, wear, corrosion, and surface properties of materials and the mechanics of their implantation, adhesion, and repair.  Some encyclopedia entries will also be accompanied by video clips describing procedures.
DentalBrains.com is a limited liability corporation which will be an attractive place for people to look for all of their dentistry needs. Dental Brains.com will generate revenue through site advertising and subscriptions sold to dentist for the services provided.  There is expected annual revenue of $418, 563.80 in year-one. Subscriptions make up $118,125 and advertising makes up $300, 438.80 of this revenue. 

Our website offers subscriptions to dentists which will be available in 01/01/07.  We predict to make our first sale by 02/15/07.  Prior to our official website release to the public we will spend one week in which the CEO will train the rest of the employees through in-office workshop to make the staff run smoothly together, establish set communication, and prepare for the website release.   
DentalBrains.com is introducing itself as a small company. Since it is web-based there is no current need for an abundance of employees. The beginning organizational structure of the employees is as follows. There will be a Chief Executive Officer who heads the Chief Technology and Operating Officer, Chief Financial Officer and the Vice President of Sales. The Chief Technology/Operations Officer heads the outsourced positions of a Computer Systems Engineer, one full time and one part-time Technology Support personal, which head a Computer repairer. On year three the Chief Technology and Operations Officer positions will split. Refer to the chart in the appendix on job salary and description. It is every employees responsibility to constantly strive toward the goal of the mission statement and carry out the duties set forth in their job description to the best of their ability. To control that this is being accomplished there will be an employee evaluation done biannually to highlight any weaknesses the company is experiencing. Also, all employees will participate in anonymous surveys online evaluating their fellow employees. The responses will be made public to the entire company. If there is a specific problem with an employee there will be a three warning system in place. 1. Written warning 2. Meeting with CEO 3. meeting with CEO and a 2 week suspension without pay.
Control:   We will secure employees with out benefits package as well as incentive bonuses based on outstanding accomplishment.   Our business will excel through the drive and hard work of the founders who will push themselves in order to excel in their own business in order to reach profitability.  Our workforce will be provided with time-off benefits which are 10 vacation days, 9 National Holidays, 5 sick leave, and 5 personal days.  We will also offer days off for funeral leave and jury duty.  Lunch break will consist of 30 minutes and an additional 30 minute work break that can be broken up or taken at any part of the day.  To all our employees we will offer Individual Kaiser Permanante Health Insurance with only a co-pay of $30-$40.  Kaiser gives full dental coverage but reduced drug coverage.  Our retirement benefit will be a simple IRA which will be done by matching an employee contribution from their earnings of $2000.  After each consecutive year employees will receive higher wages and added vacation time.  We will also be rewarding employees for specific achievements such as meeting a sales goal, improving customer service, or bringing in new clients.  
Benefits:  The time-off benefits that we will be offering are 10 vacation days, 9 National Holidays,  5 sick leave, and 5 personal days.  We will also offer days off for funeral leave and jury duty.  Lunch break will consist of 30 minutes and an additional 30 minute work break that can be broken up or taken at any part of the day.  To all our employees we will offer Individual Kaiser Permanante Health Insurance with only a co-pay of $30-$40.  Kaiser gives full dental coverage but reduced drug coverage.  Our retirement benefit will be a simple IRA which will be done by matching an employee contribution from their earnings of $2000.   Other benefits that we will offer are bonuses paid based on specific project assignments.

Industry Trends: “Internet is one of the fastest growing advertising channels today with Internet usage on the rise - up more than 114% in the US since 2000”(S&P Advertising Industry Survey, 2006).  What was a $5.5 billion industry in 2003, grew to $6 billion and continued growth is expected through the next decade(Business Resource Center [BRC], 2006, p.1). Online sales will increase 21% annually to reach $104 billion by 2008( BRC 2006, p. 1). 86% of the internet population uses search engines; people go to search engines first.  Internet revenues from keyword searches have risen from 3.9 billion in 2004 to a projected 6.6 billion in 2006 (S&P Internet Industry Survey, 2006).  “International Data Corp. (IDC), an information technology research and consulting firm, forecasts that the US market for Web hosting services worth $5.5 billion in 2003 and $6.1 billion in 2004 - will continue to grow at a healthy pace to $11.4 billion in 2009” (S&P Internet).  Combine that with the success of International Computer Systems, a company which specializes in providing dentists with telecommuting options and automated systems for patient record handling, billing, and other administrative tasks, and it becomes difficult to see a lack of demand (Link, 1991).  
67% of dentists have internet access for personal use and 76% use the internet for medical purposes. 58% of dentists spend at least one hour per week on medically related websites(PERQ/HCI, 2006, p. 17). 76% of medical site users have found that the internet had a positive effect on delivery of patient care(2006, p. 18). Dentists will want to be associated with us because of our specific information about dental procedures and the ask-a-specialist portion of our site. Dentists are always looking for new patients and ways to get in contact with them. Through the high visibility of our site dentists who subscribe and add links will raise awareness about their business and attract new customers.  

Industry Description: The dental computer system design and computer related service industries are dominated by small companies. Our website offers a combination of information and services unavailable anywhere else.  Market share will be easy to capture if resources and information are brought together to create an intuitive, authoritative site.  “Automation of dental offices is a market with less than 50% penetration and a general lack of standards”(Crosbie, 2002, p.1). Easy Dental Computer Systems describes the market as ‘ripe.’

The rise of flouridation has resulted in a decrease in maintenance dentistry.  According to the Lifestyle Market Analyst, a simultaneous emphasis on appearance among the computer users of the baby boomer generation is creating a growing demand for cosmetic dentistry
, which is more of a shopping good than the necessity maintenance dentistry is.  Our website will provide research resources to help them learn about procedures, then find dentists in their area who perform those procedures.  In response, dentists are increasingly expanding to the internet.  
Competitors: No one else offers a dental patient file hosting system; DentalBrains.com is a foray into a new industry.  As such, we have identified no target segment competitors. We have, however; identified two main product category competitors to our site.  Computek Dental Systems engineers unique computing systems, then tests them for functionality, software-hardware compatibility, and long term reliability. Computek further trains their users and offers toll free tech support and on site service and maintenance. Our second competitor is dentistry.com, which offers features similar to DentalBrains.com, but lacks our scope and depth and doesn’t take true advantage of the synergies we hope to realise in bringing dentists to our company with our file database system and connecting them directly to their potential patients.  
Competitive Analysis: Our core competitive strengths lie in allowing dentists to dispense with their extensive, cumbersome, in-office filing systems in favor of our more modern internet records hosting service—including images and x-rays—with our searchable, secure, patient file database access solution with easy-to-use custom applications and forms for data entry. Visitors to the site will also have a message board with searchable archived forums where they can air any dentistry questions they have to be answered by professionals and specialists.  Visitors and dentists alike will be able to take advantage of a rigorously cross-referenced Encyclopedia of Dental Materials and Procedures with alphabetical entries
.  Some encyclopedia entries will also be accompanied by video clips describing procedures.  Encyclopedia entries for procedures will contain a link to our insurance carrier database so that patients will be able to see which insurance companies will cover that procedure.  The insurance carrier database will also allow patients to compare carriers.  Our listings of dentists registered with Dentalbrains.com will allow patients to locate and obtain maps to dentists who specialize in the procedures they need.   A matrix organization coordinating our different databases will allow patients to find the nearest dentist who specializes in a needed procedure which is also covered by their insurance carrier.  DentistBrains.com will also provide a venue for the promotion of products, keeping dentists and patients alike informed of the newest advances in dentistry.

A competitive weakness of our site is that we are a dot com startup.  This will not be easy to overcome and our most direct competitor is already established and offers similar components, though nothing as extensive as ours.  

Market Segmentation Analysis 
Dentists:

· According to the Bureau of Labor Statistics there are just over 150,000 dentists in the United States. The Distribution of Dentists in the U.S. by Region and State done in 2003 81% practice general dentistry and19% are dental specialists (ADA, 2004, p.27). 

· In 2002, the average net income from the primary private of owner-general practitioners was $174, 350 and the average net income from the private practice of owner specialists was $291, 250(2004, p. 27). 

· On average, owner dentists in private practice work 36.3 hours per week, spending 32.9 hours per week treating patients(2004, p. 27). 

· The average number of dental patients visits per week in 2001 was 90(2004, p.27). 

· At our subscription cost of $50/month, reducing practice operating costs by as little as 1% makes it worth it for the dentist and there’s an average potential cost of $70,452 to reduce
.   
Dental Equipment and Supply Industry as Well as Oral Healthcare:

· In the mid 2000’s dental equipment and supplies accrued 5% of the medical equipment and supply industry’s total shipment value($65.8 billion)(Business Company and Resource Center, 2006 p.1). 
· Industry is expected to grow due to increases in cost of dental care, baby boomers taking better care of both, their teeth and their children’s teeth(2006, p.1).
· DENTSPLY International Inc. reported revenues of $1.69 billion in 2004. The company is the world’s leading manufacturer and distributor of dental prosthetics and held 75-80% in the U.S. in the mid-2000’s(2006, p.1).
Target Market and Industry Quantification: Our target market is Dentists in the Unites States with internet access. Research through our market segmentation analysis shows that out of the 164,000 dentists in the U.S. approximately 76% or roughly 124,640 dentists have internet access for medical use(ADA, 2004, p.27). In targeting this population they will benefit from using our system by cutting down on office expenses, which are on average are 5% or $17, 631 per year(Wissot, 2000, p.1). Our service will not be able to decrease all of this expense, but it will certainly, drastically reduce there costs. 
Pricing: Our pricing objective at DentalBrains.com is to be competitive in the market place.
	Cost Objects
	Rate

	Subscription
	$50/month, 1st 3 months free

	Banner Ads
	$400/50,000 Ad Impressions

	Ad Words
	$.18/1,000 Impressions; $0.25 per ad click-through


Subscription Justification: Calculated cost of outsourcing to DataCorp, a custom software designer at a cost of $5,600. Then factored in cost of what it would take to enter data into the system and additional research of medical site subscriptions and system maintenance.  Refer to demand-based pricing justification note in Market Segmentation Analysis: Dentists.  
Banner Ads: Our Price is less than half the cost of competitor, Dentistry.com’s, rate of $850/50,000 ad impressions. According to an Ethics Survey of Consumer Attitudes Towards Health Sites 83% of internet users use the internet for medical health research; we assume 50,000 hits per day for DentalBrains.com, ¼ of Dentistry.com’s daily hit count according to urlware.com/popularity and its Google page rank of 6. 
Ad words: Modeled after Google’s range of $.01-$100 per 1,000 ad impression and $.25 per click. Ours are standardized at $.18 and $.25since we are a significantly smaller than Google.

Sales Forecast:  Revenue for DentalBrains.com is earned through a paid $50 a month subscription to our website from dentists. 1% of online web publishers
 have recently tried to convert users from viewing their information for free to charging them for it (Crosbie, 2002, p.1) Since our business is an internet startup and we have limited start-up funds, we expect to grasp less than one percent of our target market. In the first year we are expecting to reach 0.5% of our target market. Our professional services give us a competitve edge, but becoming part of our market’s consideration set will take time; we anticipate 52.5 new subscriptions per month.   

	
	Total
	% of Market we expect to capture
	Number of Subscriptions

	Target Market of Dentists
	124,640
	.05%
	623

	Dental Graduates
	390 per year

	1.8%
	7

	Total Subscriptions
	
	
	630



Advertisements will also generate revenue. We charge $400 per day for a banner ad and will have 2 on our site at a time. Our AdWords section will only appear in the encyclopedia and forum sections of our site; these portions are expected to receive 17,000 hits daily. An expected average of two AdWords per page in the encyclopedia will result in 34,000 adword ad impressions. According to websource.net, .2% of people that see advertisements click on them. Therefore: 34,000 adword impressions translates to 68 clicks per day at a rate of $.25 per click.  


[image: image1.emf]Revnue Generator Year 1 PriceRevenue Generated 

Number Subs 630N/A N/A

Subscitption Payments 2362.5 $50 $118,125

Ad Word( 2 per page per 1,000 impressions)34,000 impressions daily $0.18 $2,233.80

Ad Word Clicks 68 clicks per day $0.25 $6,205

Banner (2 per day) 730 $400 $292,000

Total Revenue $418,563.80

 

The Computer Related Services Industry is a 4.3 billion dollar industry so our market share would be .009%; however, since no one offers the combinations of dental services we do, we have the opportunity to capture a significantly larger percentage.  
Advertising Budget: We have an advertising budget of $25,732 based on the industry averages of advertising as a percentage of sales. Our initial marketing strategy is aimed at the dentists because in the long run they will contribute to our growth and provide a more reliable revenue stream. As we grow, we will begin an aggressive ad campaign to drive patients and new health related advertisers to our site.
	Media Plan
	Description
	Frequency/Dates
	Cost

	American Dental Association News 
	6, 1/8 page ads.
	ADA News is published 22 times per year. We will post 6 ads interspersed throughout the year.
	$2,470 per ad.

Total cost of $14,820.

	Google Ad Words
	Create Sponsored Links by purchasing the words: Dental, Dentist, Dentistry, Route Canal, Cavity,

Molar.
	Everyday
	$5 Startup Cost.

$1.00 Daily Budget on each word for a cpc. $1 for 5 words=$5 a day

Total Cost: $1,825

	Dental Conference Attendance
	Open Booth at dental conferences with informational packets and personal knowledge
	Orlando, FL.-June

Roanoke, VA-Sept.

Silver Spring, MD-Oct.
	Orlando: 

$27-Dollar Rent A Car

$100-gas

$200-United Airlines Airfare

$50-one night Howard Johnson

Roanoke: $75 Gas

Silver Spring: $75 gas

Total Cost: $527


	
	Description
	Cost

	Informational Packets Handed out at Conferences and Schools
	20,000 One Page Color Handout, brief description of website and services
	$.39 per color copy at Kinko’s

Shipping Cost $40

Total Cost: $7,840

	Instructions and Orientation Packet for Product Purchasers
	3,000 10 page black and white instruction booklet and guarantee.
	$.024 per copy at Kinko’s 

Total Cost=$720


ADA News: ADA news is the most circulated dental newsletter in the U.S.intended to target Dentists. It circulates to over 85,000 people 22 times a year. They have the highest Average Readership per issue for all dental publication at 65% according to PERQ/ HCI research study and 45% ad exposure. We also receive a free listing in the product news section and a free product showcase with each ad purchase.
Google Adwords: Purchasing Google AdWords will make our site appear on the searches more often as a sponsored link. According to Google, its users prefer these sites over others because they pertain to that for which the user is actually searching.

Dental Conference Attendance: Attending dental conferences will put us in direct contact with dentists and us to fully expound upon the benefits of our site.  

Dental Handouts: Handouts will be made available at dental schools for a minimal cost to expose students to our site and summarize the potential savings in operating expense reduction.  
Operations Introduction:
DentalBrains.com capitalizes on the current Kondratiev cycle based on information. As such, defining value creation is a peculiar task, since a strong emphasis on the initial establishment of the knowledge resources is needed almost more than ongoing value creation.  Value is inherent in information; what we will do is define a specialized subset of knowledge and provide access to it in an intuitive, cross-referencing format.  
Obtaining Resources: Each state has a free public registry of dentists but will cost $1,200 to collate into a form compatible with our searchable database (Brooks, 2006, personal interview).  
The information we plan to include in our encyclopedia is likewise found for free on Google Books.
  The cost to extract this knowledge, then input it into our database system, will come to around $150,000 if we allow the data input process to be done in the Mexican university town of Nogales (Brooks).  

The website itself will be a resource.  From personal interviews with experts (Rabins, 2006; Miller, 2006), we’ve determined that the database system and web design we need can be created for $5,600 and will take 4 weeks to complete.  


In order to provide the necessary maintenance and support services, our customers will require an office
, computers
, a server, and employees
 will need to be maintained. We hope that the lure of the exposure to potential clients through the insurance database and logos
 that will appear next the names of affiliated dentists
 will encourage insurance carriers to volunteer their private information concerning their plans.  

Components of Value: As an internet-based company, a large portion of what we provide is free.  Our dentist registry, encyclopedia, forum, and insurance database will all be accessible to anyone with internet access.  There is some cost associated with the annoyance of ads. To minimize that cost, banner ads will be limited to two on the main page and only AdWords will appear in the encyclopedia and forum.  AdWords are less intrusive than flashing pictures and, since they are based on what the user is looking for, can actually provide value with relevant links.  

Our encyclopedia and forum will be as inclusive as we can reasonably make them, but to ensure that our users get their questions answered, a forum will be established where they can air any questions not answered elsewhere on our site and one of our registered dentists will volunteer a response.  We can’t do much about mitigating the wait time between asking a question and having it answered, but an email directing users back to the site—simultaneously generated additional revenue—will be automatically sent when it is answered.  We will further allow companies and dentists to submit new encyclopedia articles as developments occur in the dental field.  These articles will be briefly reviewed for content before posting.  For any subscribing dentist who contributes articles, links between said articles and search results including the dentist will be displayed.  Thus, a user trying to evaluate a dentist will be able to easily read that dentist’s work.  To further aid users in deciding on a dentist, subscribing dentists will have the ability to recommend other dental professionals
.  Dentists will provide their own information concerning their areas of expertise.  


We’re low-cost, high-quality and, since our servers will run 24 hours a day, visitors don’t have to wait for answers.  

Capabilities: DentalBrains.com’s primary capability lies in our existence.  The entire concept revolves around coordinating information in a way that our users will value.  The 24-hour availability means that users get immediate access from the comfort of their homes.  The search functions are intuitive.  One can use the matrix-design power search engine to locate a dentist by insurance carrier, zip code, and procedures they specialize in.  The system will then display multiple results accompanied by a map and number of recommendations, so that users don’t have to go anywhere else.  We aim to provide THE convenient, one-stop site for all dental information
 with an easy-to-navigate website that’s quick to download, the largest listing of dentists yet available online, accessibility, availability, accuracy, and affordability.  

For our dentists, we provide data importation from legacy systems to ease the switch.  We won’t even charge more than it costs us for that service: $5 per patient
.  In hosting their files on our server, we eliminate part of their office expenses (refer to the Marketing section).  Our backups provide data security, preventing costly delays and irretrievable data loss.  Our 128-bit encryption algorithm
 and dedicated server protect patient confidentiality.  


Advertisers on our site will benefit the most from the way we bring several different groups and disparate information together, allowing cross-pollination of market exposure.  A few banner ads will be permitted on our homepage, providing the most impact exposure.  The AdWords which will be displayed in the margins of the forums will allow advertisers to target those users who will be most specifically interested in their goods.  Advertisers will also have the option of placing ads at the bottoms of relevant encyclopedia entries
.  

Additional Considerations: As more dentists answer forum questions, recommend each other, and provide information about themselves and as  more dental insurance carriers provide details concerning their plan options, DentalBrains.com will be able to provide more value to its users.  This is because our capabilities are defined by our users’ access to our knowledge assets, so the greater our assets, the more expansive our capabilities and the more value we will be able to provide.  

“Bundle Web hosting services with other offerings to increase revenues and strengthen customer relationships” (S&P Internet).  The real genius in the crafting of our plan is finding a way to simultaneously capitalize on all of the aforementioned trends.  It would be impossible to grab a significant market share of the growth in search engines, hosting services, and internet marking, but we’ve identified a niche which can benefit from our processes which recognize the synergies inherent in the collaboration of information and new technologies and software.  

Exit Strategy: Since Dental Brains will prove to be very profitable by the end of year five, we will seek a possible merger/acquisition with another company within the same industry.  Some possible candidates are WebMD and International Computer Systems.
Desired Funding Sought: In order to fund the financing Dental Brains needs to get started, we are looking for two angel investors to contribute $87,040 each.  In return for their investments they will each receive a note payable in the amount of $67,040 and 10,000 shares of common stock.  The details of the returns on their investments are described in detail in the notes and assumptions to financial statements.
This table describes the capital structure of the Dental Brains, the variables used to calculate weighted average cost of capital, and the final values for internal rate of return and modified internal rate of return.

Chart 6:
	Dental Brains, LLC

	Years 2007-2011

	 
	2007
	2008
	2009
	2010
	2011

	Debt
	50%
	39%
	15%
	9%
	6%

	Equity
	50%
	61%
	85%
	91%
	94%

	 
	 
	 
	 
	 
	 

	Kd
	7.29
	7.30
	11.99
	11.99
	11.99

	Ks
	9.18
	9.18
	9.18
	9.18
	9.18

	Ke
	1.31
	None
	None 
	None
	None

	 
	 
	 
	 
	 
	 

	WACC
	8.89
	8.427
	9.60
	9.43
	9.34

	EVA
	 $           24,040 
	 $       146,992 
	 $       587,774 
	 $       989,369 
	 $       1,434,235 

	 
	 
	 
	 
	 
	 

	IRR
	28.36%
	
	
	
	

	MIRR
	10.15%
	
	
	
	


This table shows key business ratios calculated for Dental Brains for the next five years.

Chart 7:
	Dental Brains, LLC

	Business Ratios

	Years 2007-2011

	 
	2007
	2008
	2009
	2010
	2011

	ROI
	6%
	29%
	71%
	72%
	105%

	ROA
	2%
	24%
	61%
	65%
	63%

	ROS
	2%
	24%
	49%
	61%
	66%

	ROE
	4%
	43%
	81%
	78%
	73%

	Current 
	2.63
	2.48
	1.70
	1.51
	1.39
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		Revnue Generator		Year 1		Price		Revenue Generated

		Number Subs		630		N/A		N/A

		Subscitption Payments		2362.5		$50		$118,125

		Ad Word( 2 per page per 1,000 impressions)		34,000 impressions daily		$0.18		$2,233.80

		Ad Word Clicks		68 clicks per day		$0.25		$6,205

		Banner (2 per day)		730		$400		$292,000

						Total Revenue		$418,563.80






