Marketing:

The 4 P’s of Marketing

The 4 P’s of Marketing are: Price, Product, Place and Promotion.

Use the grid below to research how the organisation that you are researching uses the 4 P’s.

	Price


	Product



	Place 


	Promotion
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The Ansoff Matrix

The Ansoff Matrix is a tool for analysing how an organisation is developing its products.  

	
	Existing Products
	New products

	Existing Markets


	Market Penetration

(low risk = low potential returns)


	Product development

(medium risk = medium returns)

	New Markets
	Market Development

(medium risk = medium returns)


	Diversification

(high risk = high returns)


Note: When an organisation moves out of its core product and core market it increases risk. If a business moves out of both its core market and core products then it is high risk.



Product Life Cycle
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Stages in the Product Life Cycle

Notes:

Launch; this is when the product is first launched on the market, sales are low as the public awareness of the product is raised by promotion and advertising.

Growth; is the time when sales of the product grow rapidly as people want to have the new product.

Maturity; is the time when the product experiences steady high sales.

Decline; is when sales of the product fall, which could happen due to a range of factors, such as: a change in fashions; everyone now has one of the products and few people want another; a competitor has brought out a better product.

Decline can be halted by developing product extension strategies, such as: updating the product; repackaging the product; developing new ways of using the product.



Product Portfolio


[image: image2]The Product Life cycles of products A, B, C and D

Notes:
The product portfolio is the range of products that a business currently has in the market place.

If a business staggers its product launches then it can have a range of products at different stages in their life cycles.  The advantages of this is that products at different stages have different cash flows, e.g. the launch and the growth stage require investment, the mature phase and the decline have net inflows of cash to the business, which can be invested into new products.



The Boston Matrix

Market Growth
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Market Share

Notes:
Cash cow products are those with a high market share of a market that has little growth, e.g. KitKat dominates the chocolate snack market, the market is not growing very quickly, but the brand produces a steady return for Nestle.

Star products are those products that have a high market share of a rapidly growing market, e.g.  Games consoles such as, Playstation and Nintendo.

Dog products are those that have basically failed, they have little market share in a low growth market.  Many businesses eventually stop producing these products.

Problem child products are those products in a high growth market that have a low market share.  The problem is that the product should be doing well as the market is rapidly growing, but for some reason consumers do not want to buy the product as much as its competitors.



Production:

Stock Control Model

    Stock level
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Notes:
The stock control model is a tool for identifying:

· The maximum quantity of stock that can be held at any one time by a business, this is usually determined by the size of the warehouse facilities.

· The point at which stock ought to be reordered, this is influenced by the reliability of the suppliers and how long it takes them to supply new stock.

· The minimum stock levels, this is usually determined by company policy and the consequences of being completely out of stock for any time at all.

· The time it takes between the order and the quantity is called the lead time.

Just In Time Stock Control

This is the method of ordering stock when it is needed and not keeping any buffer stocks. This is possible if suppliers are reliable.  The aim is to save money, by not tying money up in stock and releasing warehouse space etc so that the whole operation is cheaper.



Gantt Charts

Gantt charts are a widely used technique for organising staff and other resources to get the most effective use of them.

For example:

A business has the following jobs:

Task A is three weeks in duration. 

Requires: a manager in the last week; one supervisor to be on the job for three weeks and one to be there in the last week; three administrative staff for three weeks; and two engineers for the first two weeks.

Machine X is needed in week one; Machine Y is needed in week 2; and Machine Z is needed in week three.

Task B is two weeks in duration. 

Requires: a manager, a supervisor, and an engineer for two weeks. 

Machine X and Z are both needed in the second week.

These tasks can be plotted on a Gantt Chart as follows:

	Resource
	Week 1
	Week 2
	Week 3
	Week 4

	
	
	
	
	

	Manager
	B
	B
	A
	

	Supervisor

No. 1
	B
	B
	A
	

	Supervisor

No. 2
	A
	A
	A
	

	Admin. No. 1
	A
	A
	A
	

	Admin. No. 2
	A
	A
	A
	

	Admin. No. 3
	A
	A
	A
	

	Engineer No. 1
	B
	B
	
	

	Engineer No. 2
	A
	A
	
	

	Machine X
	A
	B
	
	

	Machine Y
	
	A
	
	

	Machine Z
	
	B
	A
	

	Contract staff
	
	
	
	

	Engineer
	A
	A
	
	


Thus it can be seen that in order to do the two jobs the company needs to hire in external contract staff, one engineer for 2 weeks.  A Gantt chart can be used to brainstorm alternative solutions, to use staff when they are free and try to minimise costs.



Network Analysis (Critical Path Analysis)

Network Analysis is another method for organising work to maximise the benefit from resources, particularly time.

Imagine a business has the following large project with 7 tasks to do.  What is the quickest time that the task can be completed in?

Task        Time in days          Tasks that must be completed before this task can start 

A

2


None

B

3


A

C

3


None

D

4


C

E

4


A and B

F

4


D and C 

G

2


A, B, C, D, E and F

This can be laid out in a network as follows:
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From the above network it is possible to see that the quickest time the project can be done in is the longest route through the network, i.e. A, C, D, F, G, i.e. 13 days.  This is the critical path, if any activities are delayed on this path then the whole project will be delayed.

The other path through the network A, B. E, G only takes 12 days, but because activities A, B, E must wait for one day to start activity G, we say that there is one day’s float time. Thus, activities A, B or E could be delayed for one day without affecting the time taken to complete the whole project.


Simple Statistical Quality Controls

Statistics are really useful for quantifying and identifying whether a company has a problem with quality.

	Note: Please try to avoid using simple pie charts.  They are very difficult to interpret and to calculate.

Bar charts are very simple but frequency charts are much more useful and can be used for further calculation. 


Frequency Charts

These are basically bar charts with no spaces between the bars.  For simplicity keep the spread of data the same on the X axis for all groups of data. 

Example: Over a month two production lines produce the following number of rejects:

	Number of rejects per day
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12

	Production line A


	5


	7
	8
	2
	0
	3
	1
	1
	2
	0
	0
	1

	Production line B


	0


	0


	14


	12


	3


	1


	0


	0


	0


	0


	0


	0




Graph to Show Rejects for Production Line A

Number of Days
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Number of rejects


Finance:

Cash Flow Forecast

	Months

	Jan

	Feb

	Mar

	Apr

	May

	Jun

	Jul

	Aug


									
	Cash inflows

								
	Sales

								
	Other income

								
									
	Total inflows

								
									
	Cash outflows

								
	Raw materials

								
	Rent

								
	Wages

								
	Fixed asset purchases

								
	Telephone

								
	Electricity

								
	Other costs

								
									
	Total outflows

								
									
	Net cash flow for month

								
	+ Opening cash balance at start of month

								
	= Closing cash balance at end of month. 

								
									

	




Break Even Analysis

Break even is the point where a business or project makes no profit and no loss.

Break even point (BEP) is calculated using the following formula:

BEP = total fixed costs / contribution 

Contribution = Price per unit – direct cost per unit.

Therefore, if a project had the following costs:

Total fixed costs = £2,000

Price per unit = £5

Direct cost per unit = £2.50

Contribution     

Price per unit



= £5 

Less direct cost per unit

= £2.50
Contribution



= £2.50
BEP
= £2,000/£2.50

= 800 units of production/sales

This can be represented on a graph:




Break Even Graph
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Trading, Profit and Loss Account

		£

	£


			
	Sales

		XXXX


	Less costs of goods sold (COGS)

		
	Opening stock

	  XXX

	
	+ Purchases

	XXXX

	
	-  Closing stock

	(XXX)

	
	= COGS

		(XXX)


			
	= Gross Profit

		XXXX


			
	- Expenses

		(XX)


			
	= Net Profit

		XXX


			

	Note: The Trading Profit and Loss Account match the income and expenses of a business for a given period of time.




Balance Sheet

		£

	£

	£


	Fixed Assets

	Cost

	Accumulated depreciation

	Net Book Value


	Tangible fixed assets such as:

Land

Buildings

Motor vehicles

	           XXXX

             XXX

             XXX

	              (XX)

              (XX)

              (XX)

	            XXXX

              XXX

              XXX


	Intangible fixed assets such as:

Investments

Patents 

			            XXXX

                 XX


				
	Current Assets

			
	Stock

		              XX

	
	Debtors

		              XX

	
	Bank and cash

		              XX

	
	Total Current Assets

		            XXX

	
	Current Liabilities

			
	Creditors

	               (XX)

		
	Bank overdraft

	               (XX)

		
	Taxation 

	               (XX)

		
	Total Current Liabilities

		           (XXX)

	
	Net current assets (Current assets minus current liabilities)

			                 XX


	Net Assets (Net current assets plus total fixed assets)

			            XXXX


				
	Financed by:

Shareholders Capital (share capital and retained profits)

Long Term Loans

			             XXXX

                XXX


	Capital employed

			              XXXX



	




Investment Appraisal

Investment appraisal is the assessment of whether it is worth investing in a project.

e.g. imagine a project that involves an investment at the start of £20,000 and then yields the following returns:

Year 1: £5,000

Year 2: £15,000

Year 3: £20,000

Cash Flow Method:

	Years
	In Flows  £
	Out Flows  £
	Net Flows  £

	0  (now)
	
	(20,000)
	(20,000)

	1
	5,000
	
	5,000

	2
	15,000
	
	15,000

	3
	20,000
	
	20,000


Net flows: £20,000

Simple return on initial investment:

Return/investment x 100/1

20,000/20,000 x 100/1 = 100% Return
Pay Back Period Method:

Companies set targets for all their investments to payback their initial investment.  Some companies have a policy of not taking on projects with an expected payback of more than, say, 3 years.  The longer the payback period is the more risky the project.

This project has a payback period of exactly 2 years. 

Net Present Value Method (NPV):

The NPV method discounts future flows of money. The idea is that a payment of, say, £100 is worth more to you today than it will be in a years time.  The same is true for businesses, the longer they have to wait for their return on investment the less that return is worth to them today.

	Years
	10% Discount Factor
	Net Flows

 £
	Net Present Value

£

	0
	1
	(20,000)
	(20,000)

	1
	0.909
	5,000
	4,545

	2
	0.826
	15,000
	12,390

	3
	0.751
	20,000
	5,020

	Net present value of project
	
	
	11,955


Note: These techniques can be usefully applied to compare different projects to decide which project to undertake.



Letter of Application

This is a formal letter so must be laid out appropriately.

	Your address

Date

Name and position of the person that you are writing to,

Address of the organisation

Dear Sir, (if you do not know the recipients name)

Dear Mr(s) (NAME), (if you do know the recipients name)
Re: application for the post of (NAME OF POST APPLIED FOR)

First paragraph: Where you saw the advert for the job; and statement that you are applying for the job.

Second paragraph onwards: An explanation of why you are applying for the job in terms of skills, experience, qualifications and personal attributes. 

Final short paragraph: Thanking the reader for considering your application and stating any further documents that you have enclosed, such as curriculum vitae and names of referees.

Yours faithfully, (if you started “Dear Sir”)

Yours sincerely, (if you started “ Dear Mr(s) NAME” )

Your signature




Curriculum Vitae

	Personal details section must include:

Name:

Address:

Contact phone numbers: home and mobile

E-mail address:

(You are not obliged to supply photographs, date of birth, ethnic origins etc under equal opportunities legislation)

Employment history:

List employment history to date starting with the most recent job first.  If there are gaps in your employment history just put in a brief explanation.

If you have had very little experience of work include work experience and Saturday jobs.

Use the following headings:

Dates employed

Job Title   

Name of employer     

Main duties

Qualifications:

List all your qualifications starting with the most recent first.

Other skills:

List all the languages you speak; whether you hold a driving license; any other skills, e.g. dance instructor; advanced skills driver; outward bound courses.

Referees:
List the names, addresses and contact numbers of two referees who are not related to you.  




External Factors:

SWOT Analysis

SWOT analysis is a technique to analyse an organisation, both internally and externally, and to identify possible strategies to take the organisation forward.

SWOT analysis stands for:

Strengths i.e. Internal strengths of the business (Marketing, Finance, Human Resources, and Production).

Weaknesses i.e. Internal weaknesses of the business.

Opportunities i.e. External opportunities for the business, such as new technology, new markets, changes in the law that make the business’ products compulsory.

Threats i.e. External threats, such as political instability, aggressive competitors, changes in the law that restrict advertising for the business’ products.   

A Swot analysis is usually done in point form on a grid that looks like this:

	Strengths


	Opportunities



	Weaknesses
	Threats




PEST Analysis

PEST is a technique to analyse the external factors facing an organisation.

PEST stands for Political, Economic, Social, and Technological.  The analysis is carried out in point form using a grid like the one below:

	Political
	Economic

	Social
	Technological



4





F





D





C





2





4





3





2





4





3





G





E





B





A





Minimum stock level





Stock Reorder quantity 





Maximum stock level





Buffer stock





Dog





Problem 


Child or 


Question 


Mark





Low





High














            Star


    





Cash cow





Time





Sales





Cashflow





B





A





C





D





  Sales





Sales





Output





B.E.P





Fixed costs





Variable costs





Total costs





33





£





34





36





37





38





41





42





43





45





10





5





47








48





49





50





52





54





55





61





62
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