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	1.1 Research and Development



	Policy Statement
	To continuously provide funding to research and development in order to yield new models. 

	Objective
	To have new model available by the end of second quarter in each year   and ready to introduce into the market in the third quarter



	Rationale
	To ensure that our company’s mission can be achieved, it is very important that we kept one step ahead of our competitors. By investing more money into the research and development, we make sure that new models can become available ahead of the others. To have new models ready in the second quarter and introduce it in the third quarter is to ensure that the old model can be stockout, if needed, during the third quarter and also provides us with a better opportunity in the fourth quarter to sell more products, hence, increase our company’s market share ( which is what we want to achieved ).

	Measurement
	When new models become available, it would be shown on the Quarterly Industry Report. The effect of new models introduced can be analysed using the yearly report.


	1.2  Training



	Policy Statement
	Aggressively increase training expenditures.

	Objective
	To increase the Savings level every year and hence reduce the 

Production costs


	Rationale
	Training expenditures for operation and production employees would enhance employees’ skill and improve manufacturing processes. This would, ultimately, lead to reduction in production costs. Such cost reduction is referred as a Savings level. Generally, the higher the savings level, the greater the savings, hence, the lower the production costs. 
One of our company’s missions is to keep a low margin per unit; the availability of a new saving level would, therefore, be more valuable to our company than it would be for the others. Moreover, this also ties into our aim to have a low production cost, as greater savings would lead to lower production costs.

	Measurement
	Saving level can be found on the Operating Information Sheet which was made available at the end of each quarter. The production costs would also be included in the Quarterly Industry Report. These would give us a basic idea on the amount of savings achieved that quarter.


	1.3  Long Term Sales Forecasting



	Policy Statement
	To estimate the future capacity requirements for the next two years.


	Objective
	To estimate the sales within 80% accuracy for the next eight quarters 
following that immediate quarter.



	Rationale
	It is very important to have an understanding of the effect of the current decisions we made, the changes we made and the steps we would like to take on the long term sales. This allows us to make further changes and ensure our production capacity can meet the new demands. It also ensures us to keep on track with where we are heading. It is wise to note that the accuracy of this forecasted sales is somehow limited as sales in each quarter is depend upon the sales of previous quarter which is also an estimation. 
There are many factors that will influence the level of sales and hence the level of total sales. These include the external, economic environment factors and factors related to our marketing activities and those of our competitors. These were discussed later.

	Measurement
	A long term sale forecasting was estimated by plot the sales from all of the previous quarters to obtain a general idea of the sales trend. Further, the sales forecasting work sheet was used to estimate the amount of sales.
The estimated future sales in one particular quarter is calculated by:
Estimated Future sales = estimated sales in the previous quarter + incremental sales

The incremental sales are determined by the changes in the economic environment factors and the factors related to our marketing activities and those of our competitors. The influence of competitors’ action will be discussed in another section.
The estimated future sales will change with the different options we taken. Therefore, comparison can be made to find the best possible options to undertake.
These data were then compared to give us a basic understanding of what’s expected in the future.


	
	1.3.1 External environmental factors affecting sales

	Policy Statement
	To predict the effect of the economic environment factors on our company


	Objective
	To estimate the effects of the economic environment factors on the

level of our firm’s long term sales and their influence on our company’s decision making


	Rationale
	The economic environment factors that directly related to the change in sales include Gross Domestic Product changes and Seasonal Factors. Others such as Consumer Price Index changes, Exchange rates can also have their impact on the long term sales.
Although these factors are beyond the control of our firm’s management, an understanding on the historical data on GDP, CPI and real GDP forecasts, as well as exchange rate, will allow us to obtain a more accurate forecast demands.
Gross Domestic Product (GDP) Changes
The GDP index can provide certain knowledge of the economy of the countries we currently engaged in. To ensure our company stays in a better position, it is wise for us to be aware of the economy of the world we in. The economic trend in both Merica and Sereno can be estimated by analyzing the historical data of GDP and the real GDP forecasts. Its impact on the long term sales can also be determined. 

Seasonal Factors
The seasonal factors can have an impact on the sales. The index below indicates the seasonal variations:

Quarter                   Index

1                               0.92

2                               1.01

3                               0.91

4                               1.16
With the knowledge of the variation in different seasons, we can adjust the best time to carry certain decisions which would be most beneficial to us in all aspects.
Consumer price Index (CPI)

The CPI index reflects the impact of price level changes on the economy.  Analyses of the historical data of CPI index can be useful to predict the influence of  price change on the market in the future, and enable us to make wiser chooses in terms of the price of our product.
Exchange Rate

Forecasting the Exchange Rates can be very useful for our company’s future expansion in Sereno, as the costs associated with expansion in Sereno needed to translate to dollars. An understanding in the future Exchange Rate provides us an advantage to expand at the most beneficial time.


	Measurement
	Gross Domestic Product (GDP) Changes
 The influence of GDP on the sales was calculated by assuming the sales of our product would change twice as much as the percentage change in real GDP. i.e.

        Change in sales = estimated sales from previous quarter ×          (real GDP forecast in the coming quarter  – GDP  in previous quarter)

Seasonal Factors

The expected change due to seasonal factors in calculated by:
          Change in sales = estimated sales in previous quarter ×  (seasonal variation in coming quarter – seasonal variation in previous quarter) / seasonal variation in coming quarter.
Measurement on how these economic environment factors affect our company’s decision-making process is difficult to calculate as many other factors also contribute to the decision-making process.


	
	1.3.2 Internal factors affecting sales

	Policy Statement
	To predict the effect of our own marketing activities on our company.


	Objective
	To estimate the effect of our own marketing activities on the long term 

sales.

	Rationale
	Different decisions we made would certainly have different outcomes. The impact of these decisions on our company’s future can be best achieved by forecasting our long term sales. It also allows us to keep in contact with our mission.


	Measurement
	The internal factors included Price changes, advertising expenditures, sales force and sales compensation, and new model introduction.

Price Changes 

The estimated change in sales due to price change is calculated as followed:

 Estimated sales = estimated sales in previous quarter × 2 (percentage change in price of the product)

Advertising  

Estimated sales = estimated sales in previous quarter × 2 (percentage change in advertising expenditures)
Sales Force and Sales Compensation
The change in sales due to the change in employees’ salary or commission is estimated based on a 5% change in sales. i.e.

Change in estimated sales = estimated sales in previous quarter × 0.05 
New model Introduction  

The introduction of new model is expected to increase the sales by 20%. Therefore, the change in estimated sales is :

 Change in estimated sales = estimated sales in previous quarter × 0.2  



	1.4 Competitors’ Actions

	

	Policy Statement
	To understand our competitors’ marketing activities.


	Objective
	To predict the actions undertake by our competitors by 

analysing their ability to meet production demands and  consumer 

demands.
To analyse the effect of their marketing activities on our company



	Rationale
	To realise our company’s position within our world, it is necessary to have an understanding of the action undertake by our competitors and their reactions towards the steps our firm have taken. This not only enables us to have the ability to response quickly to any sudden change from the competitors, but also ensure the main mission of our company can be followed correctly. It also enables us to develop strategies to hinder their plans.  It is expected that any action our competitors take, would certainly affect our sales. Therefore, with a certain degree of knowledge on their marketing activities, we are able to analyse their effect on our future sales. 

	Measurement
	Although our competitors’ action is beyond our control, prediction can be made based on their previous movements. Using the quarterly report, the amount of production lines available for each competitor can be calculated, thereby, we can determine their production ability. Their future movements can be predicted by looking at how and where they going to expand their company, and also the way they respond to the changes in economy, Their share price and market shares can also provide an indication of how well they are operating.
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