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Pricing


Policy Statement
To provide all pricing options available to the board meeting.




Objective
To provide our meetings with accurate predictions of the effect of pricing on our sales and profit margins in each area.


Rationale
To achieve our mission statement, our pricing is an important part.   To this end, for each quarter, each area is analysed and a profit/price chart is drawn up, to allow the board to decide on the best pricing decision for the next quarter.




Measurement
To calculate the changes in Profit and sales per quarter, the following is used.

Price reduction leads to corresponding increase in revenue: (New.Revenue) = (Old.revenue)*(Old.Price) / (New.Price), 

with the percentage increase in sales calculated from 

 Precentage.Increase.In.Sales = (New.revenue)/(New.price).

This puts the basic idea of a price elastic product into a formula.

This formula should be consistently revised, and will change depending on the quality of the product to be sold.


Policy 3.2  Advertising


Advertising


Policy Statement
Increase Advertising spending on the seasons of Low growth, and maintain this spending during seasons of growth.




Objective
To aggressively Increase sales to match our output whilst still being cost effective




Rationale
To pursue our company strategy , our company must ensure that we are able to reach our potential customers.  We also need to make sure that we are able to make it cost Effective.  We believe we have archived this by Increasing the amount spent on advertising going into a quarter of low growth.  The amount it is increased by is half the Percentage increase in the previous quarters sales.  The same level of advertising spending is maintained the next quarter.  By not increasing it during the quarters of growth, we hope to smooth the effects of the seasonal changes.

It also stops the possible effects of overspending on advertising , which will cause a negative effects on our sales.

Since the advertising rate is increased by half the increase in sales, this decreases our cost per unit, which is an important part of our company mission.


Measurement
The amount spent in advertising is increased by a percentage value on the previous quarters expenditure.

The percentage increase for the next quarters advertising is calculated by the following.

(This.quarters.Sales / Prev.quarters.Sales)/2 = Advertising Rate 

The value to spend for the Next quarters Advertising is 

Next.Quaters.Advertsing = Advertising.Rate * Prev.Quaters.Advertising




Policy 3.3 sales people


3.3.1 Salary


Policy Statement
Increase salesperson's salaries in line with CPI




Objective
Reduce the amount of any sales people leaving the company to Nil




Rationale
By increasing the Salespersons salaries in line with CPI, the amount of sales people that just leave is reduced significantly, thus reducing the amount of money spent on training new salespeople to fill any holes that would be caused by having salespeople leave .




Measurement
The sales commission is calculated by 

New Salary = Current Salary * CPI





3.3.2 Commission

Policy Statement
Increase the sales Commission in line with CPI with the minimum amount of change



Objective
Maintain the salespersons drive to sell whilst not causing excessive expenditure increases.



Rationale
To Increase our market share, the sales people need to be adequate driven.  Keeping the commission relevant to the current economic climate is therefore important.

The commission is increased with the minimum increment allowed by the local currency, being rounded to the nearest whole unit.

Measurement
The sales commission is calculated by 

commission = Current.commission * CPI

The new commission value is then rounded to the nearest whole value.


3.3.3 Hiring of Sales People

Policy Statement
Maintain an adequate number of sales people.



Objective
Ensure there are enough sales people to meet the expected demand of the product for the next quarter.



Rationale
Each sales person can only sell a limited number of units. To ensure that the predicted unit sales can be reached each sales person is estimated to sell approximately 12000 units.  If the estimated sales for that region is more that can be met, new sales staff are hired.  If an area is suffering a reasonable downturn, whilst other areas are still in growth, sales people are transfered



Measurement
To calculate the required number of sales people one uses the following formula for each area.

Predicted.sales/12 = number of sales people required



Policy 3.4  Sales Orders


Short Term Order Estimation


Policy Statement
Accurately Predict Short Term Sales for each area.




Objective
To Predicate the sales in the upcoming quarter within 7%. 




Rationale
To be able to predict whether it is required to hire more salespeople or spend more on advertising or other such expenditures,  One needs an accurate short term sales prediction.   

It also is important for deciding on the best Price/Profit ratio for the next quarters pricing scheme.

For the introduction of a new Model, several sales predictions are drawn up, with the best and worst case results of the new model being introduced.

It also offers an Alternative prediction value to Other sales predictions produced within the company.

All the prediction formula are constantly updated and revised as new trends become apparent




Measurement
The short term Sales prediction is calculated using a number of formula.

The increase in sales due to GDP is calculated to be one-to-one percent wise,.

Increase due to GDP :

(Prev.Q's.Sales*nextQ's.GDP/PrevQ's GDP) – prev.Q's.Sales 

Increase Due to Advertising during quarters of <1 growth:

(Next.Q's.Advertising/Prev.Q's.advertising )/2 * Prev.Q's.Sales

there is no increase in quarters of >1 growth.

Price Changes:

sales changes due to price are calculated as show in the Pricing section.

New Model:

If a new model is being introduced , several potential predictions are drawn up with the best( +20%) , worst(-5%) and expected( ~7%) case results.

Sales People:

we maintain a constant level of sales people and index the wages / commission against CPI, as we feel that it is not an important factor in increasing sales.  Thus any change due to sales people is put as 0. 
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