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ABSTRACT
In today’s world, most art galleries are unique in their modern design demonstrating
the shopping experience through the artists’ tastes. Most artists and gallery owners
are refined collectors themselves contributing their influence on the growing cultural
tourism movement. Their impact represents different cultures, social events, and the
arts. Customers appreciate the diversity and are excited to learn about the lives of the
artists and their cultural influences. This feasibility study investigates a business idea
of opening an art gallery, Babylon Art Gallery, in downtown Turlock, California for
all people who love the arts. Visitors will be offered opportunities to meet Sargon
Barkhosir, the artist. The atmosphere is unique and welcoming, where guests will
enjoy art in the gallery with the aroma of fresh made tea and Assyrian pastries. The
visitors will also learn about Assyrian culture and history from the artist. The purpose
of this project is to complete a feasibility study for such a business idea. Through
research done and all tests conducted in this feasibility study, it shows this business
idea is both profitable and practical.
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CHAPTER I
MOTIVATION OF BUSINESS IDEA
Motivation
After a few years into retirement, Sargon Barkhosir got to a position where he
had built up a considerable amount of fine art pieces. After a family conversation,
they decided that they need to start selling some of the pieces. The family decided,
with the available funds they have, opening an art gallery in Turlock, California was
an excellent idea. Klodet Barkhosir, daughter of Barkhosir, suggested putting her
business experience and his artistic talent together and setting up an art gallery
business. In addition to the local gallery, the business will make sales of art pieces
through online channels and other third-party e-commerce vendors.
The Babylon Art Gallery establishment in 2017 is the creation of Sargon
Barkhosir (the artist) with inspiration and devotion from his family. Sargon
Barkhosir is known for his commitment to tradition. He brings to life every piece
with his charming personality.
Vision of the Business
Primarily, Babylon Art Gallery will showcase Sargon Barkhosir fine art in a
warm, relaxed, and welcoming gallery. It is mainly to enhance and provide the
Turlock community with high quality canvas oil paintings. The goal is to provide the
community a place to purchase art which can be used to decorate their beautiful
homes and small businesses such as medical clinics, insurance offices, or finance
1
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offices. Sargon Barkhosir art is all about nature, animals, flowers, wildlife, and
human portraits. The artist’s inspiration is aligned with Turlock which is
agriculturally famous in California. The goal of this business will also be to reach
people all around the country through gallery representation and online distribution.
What will set Babylon Art Gallery apart from other galleries will be the
products of a highly skilled artist who excels with his talent and professionalism. He
creates work that people will not find elsewhere. His cultural art works help
customers to identify themselves. There is something in his artwork that reminds
them of something in their own life or their ethnic background. Sargon Barkhosir art
affects people emotionally. It makes them happy, sad, proud, and may incite a
universal emotion such as love.
The vision is for this community of curious minds, is to engage in
distinguishing the heritage and cultural legacy of the Assyrian empire. Additionally,
to preserve religion and the willingness to connect and learn about the forgotten land
of Assyria. The community members will be captivated when they listen to Sargon
Barkhosir’s story behind each piece.
Artist Biography
Sargon Barkhosir is a painter, sculptor, architect, and draftsman. He was born
in 1944 in a small town named Sir in Oromia in Iran. His home town is located on the
slopes of the green head of the West Urmia, which has gourmet springs, gardens, and
beautiful landscapes. From the age of six, he was an expert of the whereabouts of the
mountain, the plains, and the gardens. So much of his time was spent in this beautiful
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environment. The four seasons were so beautiful and Sargon Barkhosir was
fascinated by all the colorful wildflowers, springs, and gardens. His hometown and its
beautiful landscape was a huge inspiration for his art.
Sargon Barkhosir loved his grandfather. His grandfather entertained him in his
free time by making delicate handworks of wood and made him happy. Sargon also
became interested in this work and with his little knife he imaged his grandfather's
works. This was how he became a sculptor.
When he was seven, he went to school. His artistic talents were evident from
an early age at school. He always took the best grades in art. Every Friday he was
honored with a medal for his talent in drawing.
When Sargon Barkhosir was eleven years old, his family moved to Tehran,
the capital city of Iran. He continued drawing beautiful pictures at school and amazed
his art class teachers. One day, with his little hands, he made a small Eifel Tower. The
figurine was so well made that the teacher decided to display it in the principal’s
office. This was the beginning of his sculptures.
At junior high, his art teacher realized his talent in drawing and asked him if
he would like to go to his art studio in the afternoon and help him with his paintings.
This was the beginning of Sargon Barkhosir apprenticeship, where he worked with oil
on canvas. At the age of twenty three, in 1967, he married to his high school
sweetheart, Alice. They have three children, one boy and two girls.
After finishing a number of pieces, he was able to have his own exhibit in one
of Tehran’s artist events. Everyone was amazed by his talents and the way he used

4

brushes to create art. He was able to bring life to his art. It is hard to believe his works
are just paintings as they looked so realistic. In 1975, his work was featured in the
Azadi Art Gallery in Tehran/Iran along with other famous artists.
Sargon Barkhosir did a lot of paintings of nature and the wilderness that was
inspired by the land in which he grew up. He also created several religious paintings
of Jesus in different Biblical vignettes such as “The last supper of Jesus” and “Jesus
prays in Gethsemane”. He is also passionate about his Assyrian culture. His body of
work also includes pieces inspired by the history of the Assyrian Empire, including its
former kings and queens.
At the age of fifty, Sargon Barkhosir decided to move to United States to
provide his children with better life opportunities. During migration, the family faced
many challenges but Sargon Barkhosir kept his faith and believed no matter where
you go you can use art as a source of comfort.

CHAPTER II
GENERAL COMPANY DISCRIPTION
Products
The supernatural talent of Sargon Barkhosir is amazing. His art is unique and
valuable. Babylon Art Gallery’s products include original oil paintings, famous art
reproductions, and commissions. The reproductions are of famous works from artists
like Gustave Moreau, Leonardo Da Vinci, and Ken Corbett.
Sargon Barkhosir’s art products are beautiful. His skill, essential meaning,
uniqueness, and fulfilled intent will set him apart from others. The patterns, colors,
textures, crops, compositions, and appealing proportions of figures make his art so
unique and beautiful. When looking at his art, his technical skills and determination
of the art jumps out. Sargon Barkhosir’s art is so powerful, not just for its beauty or
the talent needed for its creation, but because it can tell stories, cause emotion, inspire
others, and can open up a whole new realm of enjoyment.
Sargon Barkhosir uses traditional oil painting techniques and materials. There
is a connection between his art and his background, ethnicity, and religion. He is
telling stories through his original work which make his art so unique and personal. In
addition to the meaning, Sargon Barkhosir’s art is famous for the sense of depth in his
art details. As an example, Sargon Barkhosir’s art works tell stories about Assyrian
culture, such as Figure 1, which is his original oil painting depicting Assyrian armies
and warriors as shown in Figure 1. The Assyrians are perhaps most famous for their
5
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impressive army. They were a warrior society where fighting was a part of life. It was
how they survived. Sargon Barkhosir’s historical research about the ancient Assyrian
state and its army is brought to life on canvas.

Figure 1. Ancient Assyrian State and its Army, original oil on canvas by Sargon
Barkhosir (2002). Printed with permission.

Sargon Barkhosir’s body of work includes reproductions that reflect his
religious background. Sargon grew up in a religious family that attendant church
every Sunday. He loved Bible stories about Jesus’ life that was told by the priest. He
was inspired to bring those motivational stories into his art to inspire others to have a
desire for holiness.
Some of his religious works are reproductions of the work of famous artists.
Reproduction gives vibrant colors and high resolution to the paintings. The
reproduction of The Last Supper by Leonardo da Vinci is an example of this type of
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art as shown in Figure 2. Religious art teaches about faith. It is amazing to be able to
visualize Jesus’ life and his leadership through art. These kinds of art pieces have a
priceless essence that is very hard to get in a modern world. The range of facial
expressions and the body language of the figures around the table bring the expert
composition to life.

Figure 2. The Last Supper, reproduction of Leonardo da Vinci’s The Last Supper.
Reproduction is oil on canvas, by Sargon Barkhosir (2016). Reprinted with
permission of the owner.

Over the years Sargon Barkhosir has received multiple requests for personal
portraits. He is able to transform a family photograph in a special way and turn it into
a masterpiece. With his technical skills and attention to details, he is able to capture
personalities exquisitely and provide a treasure for families to keep forever. Clients
will commission a portrait of their family member or their favorite pet to capture their
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love for them for life time. An example of a commissioned portrait is shown in Figure
3. The portrait was ordered by a family who lost their dog, Duke, in an accident.

Figure 3. Duke Portrait, commissioned oil on canvas portrait by Sargon Barkhosir
(2017). Reprinted with permission of the owner.

Competitive Environment
According to the United States Census Bureau (Vintage, 2016), Turlock
population grew from 43,621 in 1990 to 72,796 in July 2016. As Turlock grows,
there is a need for more entertainment, libraries, shopping centers, and art galleries.
Many new buildings are being built in Turlock such as new medical offices,
apartment complexes, and business offices. These new buildings will be furnished
and will be in need of art to help decorate the walls.
Per IBISWorld research and report (2017), the industry of museums and art
galleries has medium obstacles to entry. There is a moderate level of competition
among museums that could prevent the entry of new operators. While most museums
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are small and local in nature, there are several large-scale museums that account for a
significant share of the industry’s total market. IBISWorld identifies the key success
factors for an art gallery as the ability to attract local support or patronage and the
ability to educate the wider community on the value of the products it promotes.
IBISWorld also asserts that small companies can compete effectively by catering to
local tastes or offering unique experiences.
Some of the Babylon’s competitors are Modesto Junior College (MCJ) Art
Division, Stonebreaker art gallery in Modesto, and California State University
Stanislaus (CSUSTAN) in Turlock. The MJC Arts Division and CSUSTAN galleries
provide the community with quality, contemporary, oil on canvas pieces that are
depict current events and lifestyle. Although these are popular, they are in a different
category of art than Sargon Barkhosir’s original, cultural works. Stonebreaker gallery
displays original artwork, sculptures, and lithographs. Its original pieces are
contemporary as well. The theme of the gallery follows a modern inspiration and
lifestyle. The gallery offers a very large selection but does not carry any historical
depictions of culture. They do offer customization of lithographs. The price range of
the original pieces at Stonebreaker is from $800 to $12,000. Therefore, Stonebreaker
art gallery cannot be placed in the same category as Babylon gallery.
Research in the Modesto and Turlock areas resulted in no additional art
galleries that offered any of the products that Babylon gallery would offer. This
includes original oil paintings, reproductions, and original commissions. Other than
local art galleries, competition may come through the internet in the form of popular
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websites such as Amazon, eBay, Craigslist, and Houzz. However, the internet also
provides opportunities for any potential customer searching online for Sargon
Barkhosir’s realistic type of oil paintings.
Target Customers
Babylon Art Gallery is designed to be located in Turlock with the
understanding that an art gallery should be accessible to the entire Turlock
community, so that the local residents and businesses can be exposed to art without
having to travel to Modesto or the Bay area. The target customers of Babylon Art are
individuals with middle- to upper-income who have a taste for fine original, realistic
art. According to the DATA USA website (2017), the median household annual
income of Turlock’s residents is $51,594. With the Babylon art prices ranging from
$500 to $3000, the opportunity to attract a wide range of customers is possible. The
target population is over the age of 25 and college educated. Out of 72,796
population, 16,168 people are over age 25 and 24% of the total of population, 17,421,
has a college degree and higher. The portion of the populations over 25 years with a
bachelor’s degree has a median annual income of $59,260. Residents with graduate
degrees, 6.3% of the population, have a median income at $68,730 (United States
Census Bureau, 2016).
There are 5,386 people of Assyrian descent in Turlock which is 7.5% of the
population and potential clients due to their shared heritage with the artist. The
importance of this data represents the core customers for Babylon art gallery. Their
interest in realistic and local art comes from their consistent and large participation in
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the local art festivals and street fairs held annually in Turlock and Modesto. With
income averages in the high $50,000, most households have discretionary income that
who allows them to pay for a piece of art from $500 to $3000.
SWOT Analysis
In today’s America, art is more important than ever. In modern American
history, art and the artists who create the art are part of the social and political
landscape and at times inspire movements. They are a voice and a home for the
marginalized groups of this country. One of the foremost strengths associated with
Babylon Gallery is that Sargon Barkhosir is an experienced and well-known artist in
the local Assyrian community. He was interviewed by several Assyrian local and bay
area television channels and has been invited to participate in Turlock, Ceres, and San
Jose art festivals for the last 15 years. Figure 4 illustrates the Assyrian Art Exhibition
event in September 2017 in which Sargon Barkhosir’s art was featured.
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Figure 4. Assyrian Art Exhibition promotional piece, September 2017.

Strengths
The individual who will serve as operations manager for Babylon Art has
extensive experience in operating this type of businesses on a day to day basis. She
has served as a director of a similar business in the past, and she will be able to bring
the operations of the business to profitability very quickly. The other strength of the
business is the uniqueness and affordability of Babylon’s products. Prices were set to
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be affordable for the local buyers. Babylon Art Gallery also has sufficient financial
resources for the business, $100,000 cash, which is dedicated to open the physical
location and to cover the startup expenses.
Weaknesses
There are few concerns related to this business. There are other types of

businesses that operate in a similar capacity to Babylon Art Gallery such as MJC art
gallery and Stonebreaker gallery. The revenue for this business only comes from the
sale of art and a sale for the first year of the business is uncertain. People are more
comfortable making purchases online through eBay, Amazon, Craigslist, and other
social networking websites such as Facebook and Twitter and that creates more
competition between artists.
Opportunities
Despite these concerns, there are some opportunities and ideas that should be
explored. While operating the Babylon Gallery and the website, more services and
products will be added to what originally is offered through Sargon Barkhosir’s art.
There will be annual hard copied calendars and post cards printed with the art images
to help market and spread awareness for the product line. After being more
comfortable with domestic on-line sales, expanding the market to Canada and Mexico
will also be considered. To build support for the business, possible opportunities to
merge or conduct a joint venture with another artist to diversify the styles should be
considered.
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Threats
Well known art galleries in Modesto such as Gallo Art Center and Mistlin
Gallery Modesto and Modesto Junior College are the competitors and a threat to the
business. In addition, local buyers may go out of town to purchase art due to a lack
of awareness of the quality of art in Turlock. Vendors use social networking websites
such as Facebook, eBay, Craigslist’s etc. to sell their items which might be a threat to
sales of a local art gallery such as Babylon Art Gallery.
The strengths, weaknesses, opportunities, and threats of the gallery are
summarized in Figure 5.

Figure 5. SWOT analysis summary for Babylon Art Gallery.

CHAPTER III
MARKETING STRATEGY
Product and Service Mix Strategy
Babylon Art Gallery will specialize in works of art by a master artist who
works in oil painting. The gallery will offer different sizes and options for customers’
different tastes. It will sell all the art works framed and ready to be hung on the wall.
The gallery will offer service and support with delivering the art to the buyer, if local,
and utilize a local contractor for hanging service.
The Babylon product line of master works are designed and painted solely by
the artist. The scope of the art’s inspiration comes from the artist’s experiences; the
Assyrian culture, environment, and the land his ancestors called home for thousands
of years. Each piece is uniquely inspired and is one of a kind. This will encompass
90% of the product line, while 10% will be commission work.
The product mix is a result of the artist’s goals. Sargon Barkhosir has been
creating this kind of art for over 40 years and has inspired many in the local Assyrian
community to explore their history and embrace their community in the United
States. The inspiration for this product mix and sales strategy comes from the
feedback of family, friends, and past customers. Although past sales have been small,
the feedback and sincerity of those who own Sargon Barkhosir’s art is a testament to
how gifted he is and how his work inspires deep emotion.
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Pricing Strategy
The sale price of art works will be in the range of $500 to $3,000 per piece.
This price includes the frame. The Gallery will only accept cash, check or debit card.
There would be no open terms for sale. The business profit will be used towards
operating costs of the gallery and payroll. The pricing strategy is set to compliment
and legitimize the quality of the art created by Sargon Barkhosir. The pricing strategy
is to use other original oil painting prices as a basis; however, the art industry is
incredibly subjective. It is conceivable to have two paintings side-by-side that are
nearly identical and painted by different artists, but because of the back ground,
experiences, and personality of the artist, one piece can be priced a hundred times
more than the other.
To establish prices, two steps will be taken. During first step, the opening
prices will be based on estimated cost of materials plus a reasonable hourly wage for
the artist. At step two, as sales grow, these prices may be adjusted as deemed
necessary based on supply and demand requirements and further market analysis of
competitors and customers.
Legitimacy is important to the art industry. The selling history, contribution to
the art community, and the connection clients make to what is perceived as valuable
determines the artist’s legitimacy and therefore, correlates to the success of the new
businesses. These factors are all indicators in how the price of each piece is
established. How potential customers perceive value and uniqueness of Sargon
Barkhosir’s art will determine the prices that can be set and help to build the business.
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This is consistent with the empirical research on relational theories that demonstrate
examples of legitimacy. Tyler (1997) showed that levels of respect, gratitude, and
statuses within a social group define the borders for legitimacy judgements. In the art
world, an artist without legitimacy is defined as broke and starving. Therefore, the
pricing/marketing plan will encompass elements that build legitimacy for the artist.
Place/Location Strategy
The art works will be mainly sold in Babylon Gallery in downtown Turlock
and online. Representatives from the Gallery as well as the artist will attend
Stanislaus Art and Food Festivals, local art walks, and shows. This will establish
Sargon Barkhosir as a local Turlock artist.
The gallery will require 700 to 1,000 square-feet of space with 60% of the
space dedicated to gallery use and 20% for workshop and 20% for cash register and
computer desk. As business grows, artist studio, and possibly living space will be
added to the gallery. The gallery will not require a high pedestrian traffic location,
since the gallery will be a destination retail business for a very specific target market.
To minimize operating costs and staffing requirements, the gallery will be open
Tuesdays through Saturdays 10:00 a.m. to 5:00 p.m. and will be closed on Sundays
and Mondays. As customer traffic increases, evening and later day hours will be
added during weekdays.
The gallery will be located in downtown Turlock, where all other successful
upscale businesses are. Downtown Turlock is surrounded by top restaurants like Dust
Bowl Brewing Co., Bistro 234, 10 East Kitchen & Tap House, and Memo’s Cocina
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and Tequila Bar & Restaurant. Other downtown businesses include beauty salons and
spa, tattoo services, clothing boutiques, travel agencies, financial services, antique
and furniture stores, and banks.
The size of the rented location can vary with the configuration for the art
gallery. The opportunity to utilize 700-1000 square feet is well within needed
requirements. Art pieces will be displayed on the shelves and on finished walls.
Flexibility is an important element because lighting and lighting position will need to
be adjusted when new pieces of art are produced each month. The space will be used
to display, market, and share the inspiring pieces. The gallery will have a warm,
welcoming, and relaxing environment for everybody to enjoy their time. Customers
will be welcomed with fresh made tea and homemade Assyrian pastries to make this
experience even more enjoyable. With the opening of the storefront gallery,
customers will have greater visibility to the art. The gallery offers a location to
showcase the art, and the opportunity of a long-term relationship between the artist
and customers. Sargon Barkhosir will appear at the gallery once a week so that
customers can meet him and hear his stories of the art pieces.
Promotional Strategy
With the target customers mentioned in a previous chapter, the promotional
strategy is to implement a local campaign involving the use of flyers, local
newspapers, the Turlock Journal, and any popular local magazines. Deeper levels of
the marketing campaign will include advertising and message development through
social media, online directories, and additional outlets. The business will position
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itself as a unique source of works of fine art where customers can develop a personal
relationship with the artist. Additionally, the gallery will establish relationships with
art brokers and art collectors within the targeted market.
Further advertising will include a customer emailing list to send product
promotions, sales advertisements, and other special offerings to customers who
register. Additionally, we will offer referral incentives to customers who mention our
products to friends and family. Since the sales are through both the local gallery and
the online channel, there will be advertising designed for online business as well. For
the Babylon Gallery website, several methods of online advertising including search
engine optimization (SEO) techniques and pay per click advertising will be
implemented. The SEO technique will be completed by a third-party web
development firm. The SEO will enter the art gallery’s website into a number of
online directories that will increase the website’s visibility throughout the Internet.
The secondary method will be through pay-per-click that is an internet advertising
model used to direct traffic to websites in which an advertiser pays a publisher,
typically a website owner or a network of websites, when the ad is clicked.
In a pay-per-click method campaign, Babylon Gallery will pay Google, for
example, the desired amount of ads for the gallery website at the top and right of the
organic search listings. When someone clicks on a gallery ad, the gallery pays the
current cost per click from the budget. Popular search engines that use this business
model include Google, Yahoo, and Excite.
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The promotion strategy of the gallery has an important component that
optimizes holidays and special events. Mostly all holiday and special events like
Main Street Live, Downtown Trick or Treat, Holliday at the Market, and Festival of
Lights happen in downtown Turlock. The area is operated by Turlock Downtown
Property Owners association which is made up of a volunteer board with one
employee as the administrator. Downtown Turlock, as an agency, manages the banner
poles located on 68 of the light poles in the Downtown District. With poles running
down Main from Lander to Palm and halfway down all cross streets, there is plenty
exposure for advertisement. Over 6,000 cars drive down Main Street through Golden
State every three days. With these banners displayed along the streets of high traffic,
Babylon Art Gallery can have amazing visibility in the eyes of the community of
Turlock. Advertising the gallery can be accomplished by placing a request to board of
directors for approval. The flag pole example and location maps for banner
advertisement placement are illustrated in Figures 6 and 7.

Figure 6. Example of flag pole for banner advertisement in downtown Turlock
(Turlockdowntown.com)
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Figure 7. Flag pole location map for banner advertisement placement.
(Turlockdowntown.com)
Further advertising will also be through a partnership between the Babylon
Art Gallery and local restaurants and furniture stores in downtown Turlock. There are
many restaurants and furniture stores to choose from, however, the focus will be
those with the most traffic and whose theme will complement our product line. The
owners will be asked to display some of the art including the gallery information.
Five percent commission will be offered on each sale that is made through these
locations.
Additionally, with the growing population of Assyrians, advertisement of the
art gallery will be conducted through the local Assyrian Radio Station, 90.9 FM; the
advertisements will be in Assyrian for non-English, Assyrian speakers.

CHAPTER IV
OPERATIONAL PLAN AND FINANCIALS
Two-Stage Operation
Babylon Art Gallery will use a number of high impact marketing strategies
that allow the business to make sales of its art inventory to the general public.
Primarily, the sales will be conducted at the gallery and through the art events and
shows that are regularly attended by the artist, Sargon Barkhosir. Although a number
of marketing strategies have been developed to continuously increase the visibility of
the gallery to potential customers throughout the art community, there is still a high
risk in operational results. To address the challenges the business may encounter, the
operation strategy is designed as a two-stage contingency plan. Stage one includes
year one and two, during which time, the sales will be a combination of local sales
through the Babylon Gallery’s physical location and online sales. The local sales
include sales through the local Gallery and through trade shows such as quarterly art
and food festival events at Turlock fair ground, the Assyrian hall in Ceres, and
monthly Modesto art walks. Online sales include sales from the Babylon website and
through other e-commerce websites such as Amazon, e-Bay, and Craigslist. During
this first stage, any sales of the products will be accomplished through open hours at
the gallery, online transactions, phone conversations, and shows. In regards to sales
through e-commerce sites, the intention is to create a consistent presence with the
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marketing voice. The social media advertising will compliment and drive activity to
these e-commerce sites where Babylon is selling its products.
The operation plan in stage one will use a multi-prong approach. The plan
includes building interest for the product through the marketing strategy as well as
driving activity to a point of purchase. Babylon Gallery will be actively engaged in
the retail sales of artistic pieces including paintings made by Sargon Barkhosir
through the gallery in downtown Turlock, California. Another driver of sales is the
Babylon website (virtual gallery). The purpose of the website is to build awareness
among potential customers and make sales. The website design and contents will
complement sales at the local gallery. Potential customers will find a biography and
pictures of the artist, Assyrian history, culture, and images of the art on the gallery
website. The website design will be to inspire those visitors to stay longer and learn
more about the artist. Additionally, past customers’ testimonies and dedications to the
artist will compliment pictures of the art. The final goal of the website will be to
direct the visitor first to stay on the site and explore, then to take actions by calling,
clicking, or emailing which leads to a purchase.
The customer is the final destination for art work, but sometimes there is an
art dealer, broker, and promoter between the artist and the customer. Art dealers and
brokers have access to larger niches of customers and can cast a wider distribution net
for Babylon Gallery. Art dealers and brokers provide legitimacy to the artist through a
consistent professional marketing voice. A promoter’s purpose is to connect an artist,
sometimes dealers, and the customer in environments for successful transactions.

24

Sometimes this includes designing events that bring together non-competing artists
that complement each other in a setting that brings out the best of the artist’s work for
the potential customers.
The completion of stage one will establish Babylon Gallery in the community
through the store location, an online presence, and local events. The website SEO will
continue to improve visibility on the search sites. During stage one with the
consultation from a SEO professional, Babylon Art Gallery will create benchmarks
for establishing tests and measure growth opportunities. Sales numbers, online
inquires, website visits, and email requests during stage one will provide data for
decision-making for the business in next growth stage. If the business progresses as
well as expected, stage one will be extended by two additional years and will be reevaluated every two years. If the business is not growing as expected, the contingent
stage two will be implemented. Each element of stage one will have a procedure of a
test and measure to help establish the go verses no-go decision for stage two.
Stage two will start at year three only if the operation results are below the
desired level which is positive earnings before interest and tax. At stage two, the
business will close the local store and focus only on online sales and trade shows. The
purpose is to lower the overhead costs of maintaining the gallery and continue the
business solely online and while participating in local artist events. According to sales
forecasts and the expectation of 8% growth in year two, by the end of stage one sales
expectations will include $447,500 in sales and a gross profit of $282,000. If the
forecasted sales numbers are not achieved, then the implementation of stage two will
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begin. Based on the break-even analysis, which will be detailed in later sections of
this chapter, any annual sales volume under 110 units in year two will result in a loss
of business. For year one and two, if the business can operate above the break-even
points and make positive profits, the business will continue stage one. If the business
continues to operate lower than the break-even point, then the transition to stage two
will start. A break-even analysis for year one and two will help to determine the
minimum point in average price and in units sold, which gives specific indicators of
whether the transition to stage two will be triggered.
Management
Babylon Art gallery is a family business which will be operated and managed
by Klodet Barkhosir, daughter of Sargon Barkhosir. Klodet Barkhosir will also be in
charge of the books. Both Klodet Barkhosir and Sargon Barkhosir will be the
business owners. The business model for Babylon Art Gallery will be a partnership.
At the end of each fiscal year, profit will be shared and split equally. The other
daughter of the artist, Klodia Baba, will be the only employee with a salary. Klodia
Baba will open the store Tuesdays through Saturdays from 10am to 5pm and she will
be paid $11.00 an hour. As time progresses, a better understanding of the flow of the
number of people coming into the area will assist with making inventory purchasing
decisions and dealing with other matters as it pertains to potentially hiring additional
staff for the gallery.
The gallery will register as a partnership company in the state of California.
Federal taxpayer ID number “FEIN” that will identify the business to the internal
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revenue service will be obtained. Initial investment will be composed of $91,384
worth of inventory and $100,000 in cash provided by the two owners. The $100,000
cash investment facilitates the startup funds for the retail store and to cover any other
expenses for advertising, creating a website, and implementing the marketing plan.
More details of costs are discussed in a later section of this chapter. The business will
develop a professional website that provides information about the business location,
hours of operation, contact information, and images of current inventory. The cost of
having this website will run from $1,500 to $2,000. The local address will be
displayed prominently throughout the website and will be listed higher in search
engine optimization results as it relates to local art galleries. Due diligence will be
paid to cash flow to make sure there is enough capital on hand as invoices are paid
out from the business.
Startup Funds and Beginning Balance Sheet
The projected startup costs include $12,920 for one-year of rent with security
deposit for a space of 700 to 1,000 square feet at $1.25 to $1.40 per square foot. The
store will be furnished simply with a desk for cash register and computer. There will
be fixtures to display art pieces. There will be costs related to a business license from
the city, payroll cost, and utility charges. There will be $5,200 designated for
advertising and web creation and hosting services. The itemized projected startup
costs are listed in Table 1.
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Table1
Projected Startup Costs for Babylon Gallery

Table 2 is the pro forma balance sheet at the beginning of the business.
This balance sheet shows that the owners have contributed $191,384 in equity
that includes $100,000 cash and pre-made art inventories with a value of
$91,384. This business starts with no debt. The goal of this business is to pay
cash for all the expenses and collect all the sales in cash terms, therefore there
is no liability or debt for the business by end of each year. Prepaid expenses
include a $2,000 deposit for the store and $910 for the first month of rent,
$2,780 for the business bank account and payroll banking, business license
from city and other associated costs.
As inventory is sold, the artist will produce more pieces to add to the
inventory. Continuous production of the art pieces will require art supplies.
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According to the business strategy and as mentioned earlier, at the end of each
year, the net profit will be taken out of the business and split between owners.
Therefore, each fiscal year will start with the same size of equity and asset
value as that of the beginning of year one.
Table 2
Pro forma Balance Sheet

Before starting this business venture, Sargon Barkhosir has made sales online, through trade shows, and by receiving orders from friends and families. Based
on his prior experience in the last five years, an average sale of twelve art pieces per
month is expected. The sales estimate accounts for both local sales through the
gallery and the online sales. However, the actual sales will vary from month to month
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throughout a year. There are three art festivals each year during March, June, and
September that typically lead to sales increase for the month. The last three months of
the year is the holiday season and sales are expected to be high at that time as well.
December is expected to be the highest sales month and January to be the lowest. By
the end of year one of opening the gallery, Babylon Art Gallery is estimated to sell
approximately $215,127 of products. The detailed projected monthly sales with costs
are listed in Table 3. As sales increase so do the costs. After deducting all costs
related to sales in year one, the gross profit will be $135,570.
Table 3
Projected Monthly Sales Numbers

Based on the marketing strategy, with the advertising campaigns to achieve
community awareness in the first year, 8% sales growth is expected for year two.
However, if sales do not grow as expected, stage two will be implemented. After
closing the physical gallery location, sales growth will be reduced to 2% in year three.
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The sales and costs forecasted in year one and year two of stage one and the first year
of stage two are detailed in Table 4. As shown in the table, the forecast adopts a
conservative approach by estimating the same growth rate in cost as the sales. As
shown in the table, based on the forecast, the business will be profitable in stage one
with the estimated sales and costs in year one and year two. Based on the design of
the two-stage plan, if the business meets the profitability goal, stage one will
continue. Table 4 also shows the forecast for year three which is the first year of
stage two. Stage two only starts when the profit goal is not reached by end of stage
one. The purpose of including year three in the table is to show the forecasted sales
and costs when the operation model is switched to online only business. The
estimates indicate when the physical gallery must close and the focus shifted to the
online business and special events. The business can still be profitable in stage two.
Table 4
Three-Year Annual Sales Forecast
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Personnel Analysis – Annual
Personnel will consist of one employee who will open and close the store and
assist customers during their visit. She will be paid $11.00 per hour for six hours a
day, five days a week for a total pay of $1,733 per month. Every Friday for one hour,
customers will have the opportunity to interact with the artist. The artist will be paid
$250 weekly for his time spent at the gallery for a total of $1,000 per month. If stage
two is triggered and the store is closed at the end of year two, the employee will
remain employed by the gallery to manage all the online activities and trade shows.
She will maintain the website, check emails, respond to the customers who have
questions, and ship orders.
Financial Results Forecasts
Forecasted Profits and Losses
A pro forma income statement was generated to project the gallery profit or
loss for the first three years. It was also to determine if the business plan with a
contingency could result in satisfactory financial results. Based on the three year pro
forma income statement, the projected profit margin of Babylon Art Gallery will be
22.46% at the end of the first year, 22.03% at the end of the second year, and 28.07%
at the end of the third year. Net profit will increase by $280,000 from year one to two,
and $360,000 from year two to three.
Due to the high startup expenses in year one, profit margin is expected to be
the lowest of the three years. Calculations of the third year are based on the
assumption of transitioning to stage two if that should happen. The higher profit is
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the result of reduction of the store expenses by closing the local gallery. As explained
before, keeping the online business and closing the gallery will be the contingency
plan which helps the business stay profitable. Three-year pro forma income
statements are listed in Table 5.
Table 5
Pro Forma Profit and Loss

At the end of each fiscal year, profit of the year will be split between the two
owners. The goal is to keep the scale of this business the same rather than growing it
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larger. As a result, the asset size will be the same each year and the equity value will
be the same $191,384 each year.
The profitability of the business can be measured by the return on investment
(ROI). ROI is calculated as the percentage of net profit over owner equity. For this
business, the forecasted ROI will be 25.25% in year one, 26.7% in year two, and
28.6% in year three. The ROI in the third year is higher than the first two years
because of the cost reduction when the local store is closed. An ROI of 25% is a
good investment and it is above the inflation rate which is, in the last quarter of 2017,
1.4% and expected to be 2% in 2018 (Kiplinger’s latest forecast on inflation). In
addition, based on the stock market history, the historical average annual return of the
stocks of the S&P 500 is around 12% (25 years Dave Ramsey). Therefore, a
minimum 25% ROI is an encouraging indicator to the show that investment in
Babylon Art Gallery business is financially rewarding.
Break-even Analysis
Investing in an art gallery can be profitable but risky. The special nature of
this business involves a lot of uncertainty in operation. Therefore, it is important to
understand the risk level of this business. The first test conducted is to find Babylon’s
break-even point. It helps the business determine the number of units that need to be
sold and the sale price in order to cover the costs and make a profit. Conducting break
even analysis will determine the practicality of the business venture.
The calculations are based on the original projected sales of 148 units and
revenue of $215,128 at the end of year one (as shown in Table 2). An average selling
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price of $1,454 per piece is estimated as the base price per piece. If the business sells
148 units with the average price of $1,454, it will achieve earnings before interest and
taxes (EBIT) of $69,040. When calculating the break-even price, assuming units sold
stays the same, the minimum average price per unit should be $987. At a $987
selling price, revenue equals expenses, so no profit will be realized. Any average
price less than $987 will result in loss instead of profit. It is worth noting that the
break-even price is about 68% of the average price. In the actual practice, the
business may initiate promotions and sales events where customers will be offered
percentage off discounts. Through doing this analysis, it is confirmed that even if
customers are provided 25% or 30% off coupons, the business will still be profitable.
Break-even analysis also demonstrates that selling less than 100 units will
result in a financial loss for the business. Therefore, 100 unit sold per year is the
minimum sales level that is required for Babylon Art Gallery to operate without
incurring a financial loss. It is important to determine the point of loss to protect the
viability of the gallery.
If the business continues to operate lower than the break-even point, then the
transition to stage two will be triggered. Since year two is the important year to
determine the future operation model of the business, break-even analysis has been
done for year one and year two. In year two, an average selling price lower than $950
and sales below 105 units will result in financial loss and will be trigger the closure of
the physical gallery and all sales will be converted the online business model and the
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periodic sales from trade shows. Table 6 shows the breakeven point in terms of price
and units sold respectively.
Table 6
Break Even Analysis
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Sensitivity Analysis
To better understand the risks of the business, a sensitivity analysis was
conducted for the Babylon Art Gallery to investigate how changes in sales price,
fixed costs, and variable costs may impact profits of the business in year one. It is
recognized that sales and cost structures can change over time and precautions must
be used in analyzing these changes to determine their effects on the business. In the
test, the assumption of a fixed units sold is adopted, so sales will be changing when
price fluctuates and total variable costs will be changing when variable cost per unit
changes. The analysis shows how the forecasted EBIT in year one will vary based on
changes in price, variable costs per unit, and fixed costs. A 10% increment will be
used in changes of all variables. The year one forecasted sensitivity analysis, prepared
for the Babylon Art Gallery, is presented in Table 7.
The base case refers to the original projection where the average price is
$1,454 leading to sales of $215,217 in the first year with a total variable cost of
$79,557 and a fixed cost of $66,530. The EBIT in the base case is $69,040. If the
price increases by 10%, the resulting EBIT will be $90,553 as shown in the table. If
the price decreases by 10%, the results show the EBIT will be decreased to $47,527.
When running the sensitivity test on variable costs, the analysis shows that a
decreased variable cost will result in a higher EBIT. If the total variable costs go up
by 10%, the EBIT will be decreased to $61,084.

37

The same inverse relationship applies to fixed cost and EBIT. However, the
same 10% increase in fixed cost will move EBIT to $62,387, a slightly higher level
compared to EBIT result driven by variable cost changes.
The result of the sensitivity analysis shows that the profitability of this
business is most sensitive to pricing. Results shown in the Table 7 can also be
visualized in Figure 8, which is a comparison of the impact EBIT receives from the
change of price, variable cost, and fixed cost. The figure shows variable cost and
fixed cost contribute similarly to the variability of EBIT where variability of sales
driven by price change will lead to a higher variability in EBIT. The encouraging
lesson learned from this sensitivity analysis is that the business will stay profitable
even if any one of the three variables increases or decreases by 30%.
Table 7
Sensitivity Analysis
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Figure 8. Sensitivity Analysis

Scenario Analysis
A scenario analysis was also conducted to identify certain potential extreme
scenarios that may impact the business. Outcomes are evident given the different
scenarios predicted and so are the paths that lead to them from the current situation,
giving our business more opportunity to refine and adjust plans accordingly.
Identifying potential extreme scenarios, positive or negative, allow plans to be stresstested and further risk justification to be done, if appropriate. In the scenario analysis,
the base case (the original) is presented as the benchmark; the best case is defined as
having the highest sales (+30%) and the lowest variable costs and fixed costs; the
worst case is defined as having the lowest sales (-30%) paired with the highest
variable costs and fixed costs. Table 8 shows the scenario analysis and the
comparison of the best and worst cases and their impacts on EBIT. As shown in Table
8, the business will have a loss in the worst case. If all bad luck came together the
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EBIT will be negative $39K which is not unexpected. On the other hand, in the bestcase scenario, a significantly high EBIT of $177K will be reached due to the higher
sales and lower variable and fixed costs. The scenario results demonstrate when an
extreme case happens; the business will experience huge variations in financial
results. These results lend support to the proposed two-stage operation plan in which
the implementation of stage two will help to revive the business if needed.

Table 8
Scenario Analysis

CHAPTER V
CONCLUSION
This feasibility study investigates the business idea of opening an art gallery
in downtown Turlock. After identifying the target market, studying the potential
competitors, and conducting the financial analysis, the conclusion seems obvious that
opening an art gallery in downtown Turlock is profitable. The owners are driven by a
deep passion for art and would like to participate in the art world. Through their
investments, an art gallery will be brought to the Turlock community for all people
who love the arts. At the same time, the owners are also rational investors who have
investigated the riskiness of such a business. Through the various risk analyses
conducted in this feasibility study, it is revealed that opening an art gallery in
downtown Turlock is both profitable and risky. A two-stage contingency operating
plan has been designed to address the potential risk in operating this business.
Through the study, the owners believe opening an art gallery in downtown Turlock is
promising. The owners are confident that with their hard work and dedication to the
arts, they will achieve the goal of this business.
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