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Marketing 
Identify target markets and customer needs and wants 

Marketing Mix 
Product Quality, Features, Branding 
Price Discounts 

Dynamic (changing) prices 
Market skimming (high prices when product launched and then gradually reduced) 
Predatory pricing (low prices to undercut competitors to gain market share) 
Cost-plus pricing (costs plus mark-up/target GPM) 
Market/competitor pricing (in line with market/competitors) 
 
Price elasticity of demand: % change in sales = <1 demand not sensitive (inelastic) to price changes  
                                                 % change in price 

Promotion Advertising, Special Offers, PR 
Place Locations, Distribution channels, Distribution partners 
People (Services) Staff 
Physical Evidence 
(Services) 

Brands, Store Layout 

Process (Services) Efficiency  
 
Segment market into smaller groups so each group of customers can be targeted 

 different product features 
 different price (price discrimination)  
 different place 

 
Customer Relationship Management (CRM) 

 database on each customer and software to manage customer relationships 
 specific information on each customer can enhance customer service 
 target certain customers with specific marketing campaigns 

 
Branding: 

 Low Quality High Quality 
Low Price Economy Brand Bargain Brand 
High Price Cowboy Brand Premium Brand 
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PERFORMANCE MANAGEMENT 

Centre Responsibility 
Revenue centre Generate revenue 
Cost centre Control costs 
Profit centre Generate revenue and control costs 
Investment centre Separate division/business unit  

Generate revenue, control costs, make investment decisions 
 
Transfer Pricing:  

 Price which one division/business unit sells goods/services to another 
 The price will impact the profit made by each division/business unit so it can distort 

performance  
 
Methods for calculating transfer price: 

 Variable cost (a loss will be made by selling division)  
 Full cost: variable and fixed costs (no profit will be made by selling division) 
 Cost plus: costs plus an agreed mark-up/margin to be made by selling division 
 Resale minus: final selling price minus agreed amount  
 Opportunity cost: revenue which would have been made by selling goods/services to 

someone else 
 
ROCE/ROI: % return on investment in division/business unit 

 Operating Profit_ 
Equity + Net Debt  

 
Residual Income   
Profit X Profit of division/business unit 
Cost of capital  
(capital investment x cost of capital %) 

(X)  
Capital = Net Assets of division/business unit 

Residual Income X Absolute (not relative %) so difficult to make comparisons 
 

 Managers should only be assessed on factors under their control 
 Need to prevent conflict between divisions and encourage collaboration  
 Need to prevent performance distortions 
 Need to prevent dysfunctional decisions cause by transfer pricing and ROCE/RI 
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PERFORMANCE ANALYSIS (P&L) 

REVENUE 
NUMBER REASON TREND/FURTHER ANALYSIS 

Total  
Revenue 
 
Revenue  
by Stream† 
 
Revenue Mix  
by Stream 

v PY*   
v Budget* 
v Other streams 
v Competitor  
v Market 
 
 

All streams growing/declining  
 
Commercial reason from exam scenario  
(market growth/decline/ 
new product/advertising/competitors) 
 
Price change and/or volume change 
(demand (in)elastic to price change)  

Best performing stream  
 
Growth rate accelerating/slowing 
Decline accelerating/slowing/stabilising  
 
Specific customer/product causing change: 
Revenue per Customer/Product/Employee 
 
Expected to continue / Strategic position 

Net Asset 
Turnover: 

Revenue 
Equity + Net Debt 

 
Revenue generated 
from resources 

v PY   
v Budget 
v Other streams 
v Competitor  
v Market 
v Other industry 

Share issue  
Debt issue 
Asset revaluation 

Growth rate accelerating/slowing 
Decline accelerating/slowing/stabilising  
 
Specific customer/product causing change 
 
Expected to continue / Strategic position 

†Revenue Streams: Region/Division/Store/Product/Service 
*Consider changing basis of comparison to ensure like-for-like comparison (volume/period) 

 
REVENUE 
Overall revenue has increased (decreased) impressively (disappointingly) by £x (x%) to £2021 due to 
growth in all revenue streams†. Stream A is the best performing stream. This is a strong 
performance compared to market growth of x%. 

Stream† A revenue has increased (decreased) impressively (disappoin ngly) by £x (x%) to £2021 due 
to reason (reason from exam scenario / price change and/or volume change).  
Comment on the trend (growth rate accelerating) / further analysis of numbers (specific customer 
or product causing increase or decrease) / significant movements / future impact.  

Stream† B revenue has increased (decreased) impressively (disappoin ngly) by £x (x%) to £2021 due 
to reason (reason from exam scenario / price change and/or volume change).  
Comment on the trend (growth rate accelerating) / further analysis of numbers (specific customer 
or product causing increase or decrease) / significant movements / future impact.  

Stream A now accounts for the largest share of revenue (2021% v 2020%) whereas Stream B now 
has the smallest share (2021% v 2020%). 
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MASTER PLAN 
 

TOPIC QUESTIONS 
FS Analysis:  

Performance and Position 
M18 Q1.2 Just Houses – Video Class 
J18 Q1.2 Ten Ten Burgers – Video Class 
S18 Q1.1 Innotoy 
J19 Q1.1 Precision Laser Machines – Video Class (view here) 
S19 Q1.3 Mixashake  
D19 Q1.2 Lumina 
M20 Q1.2 Nyon (brand positioning)  
S20 Q1.1-1.3 Deez Kitchens  
D20 Q1.1 Gattis Homes 

Variance Analysis S19 Q1.1 Mixashake  
Key 
Small topic 
Medium topic 
Large topic 
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Points to include when question asks for ‘factors to consider’, ‘other issues’, ‘advantages and 
disadvantages’, ‘benefits and risks’, ‘strategic and operational considerations’: 

STRATEGIC OPERATIONAL FINANCIAL 
Industry: 
 Growth potential  
 Barriers to entry (capex, brand) 
 Supplier/customer power 
 Substitute products/services 
 Competitor rivalry  
 Exit costs  
 External factors (PESTEL) 
 Industry life cycle  
 Experience/resources/competencies  

Supplier:  
 Capacity 
 Consistency/reliability  
 Lead times/delivery 
 Quality/Expertise  
 Technology 
 Integration/collaboration  
 Flexibility 
 Inventory (Just In Time) 
 Dependency/relationship 
 Overseas  

(risk, regulation, tariffs, culture) 

Revenue  
 Other streams / potential new streams  
 Future changes 
 Seasonality 

 

Company strategy:  
 Cost leader/differentiator 
 Market position/benchmarking  
 Competitive advantage  
 First-mover advantage  
 Brand 
 Reputation 
 Product life cycle 
 Product portfolio (BCG matrix) 

Production: 
 Capacity  
 Utilisation  
 Quality 
 Flexibility 
 Efficiency  
 Inventory  
 Technology  
 Innovation  

Costs  
 Economies of scale/scope 
 Fixed v variable (operating gearing) 
 Future changes 
 Opportunity cost 

 
 

Growth opportunities: 
 New products/services 
 New markets/customers 
 Diversification (synergies, risk) 
 Focus on core business  
 Overseas (risk, regulation, tariffs, culture)  
 Standardised product v local adaption  

Staff:  
 Recruitment/Training 
 Capacity/Management time 
 Motivation/Reward 
 Key staff/Succession planning  
 Technology  
 Performance measurement  

Profit  
 Margins (GPM/OPM)  
 ROCE 

 

Control: 
 Central control v Local presence 
 Inhouse production v Outsource 
 Ownership v Minority stake  

Distribution:  
 Lead times 
 Flexibility 
 Channels 
 Technology 

Cash  
 Receivables, payables, inventory 
 Capex 
 Future changes 

Customer: 
 Data analytics to identify trends, behaviour, 

key customers  
 Marketing: Pricing, Promotion, Product, Place, 

Segmentation, CRM, Market research 
 Demand elastic (price sensitive) 
 Customer service 
 Feedback 

Technology: 
 Data analytics  
 Automation/Robots/AI 
 Cyber security  
 System failure 
 Data protection (GDPR) 
 CRM systems 

Financing  
 Equity v Debt (gearing/cost) 
 Surplus cash available 
 Short-term investors v  

Long-term (patient) investors 
 Shareholders already diversified 

Risk: 
 Third party involvement / dependency  
 Diversification 
 Severity and frequency/likelihood 
 Transfer, Avoid, Reduce, Accept 

 Risk 
 Foreign exchange   
 Interest rate  
 Commodity price 

Proposal: 
 Strength of negotiating position  
 Timing / Timeframes (un)achievable 
 Flexibility  
 Uncertainty of forecasts/assumptions 
 Exit strategy 

  


