The benefits of a business plan:
· It is a systematic realistic evaluation of the new venture’s chance of success in the market.

· It helps to identify the key variables that will determine the new venture’s success and to identify the primary risks which could lead to failure

· It is a game plan for managing the business successfully.

· It is a management instrument for comparing actual results against targeted performance.

· It is a primary tool for attracting money in the hunt for resources

The different users of a business plan:

· Internal users – the entrepreneur, the management team, employees

· Outsiders – customers, suppliers, investors.

Steps in marketing research process:

Step 1 – identifying the informational need

When an entrepreneur specifies the venture’s informational needs correctly and in detail, the marketing research will yield more meaningful results.

Step 2 – searching for secondary data

Secondary research is less expensive than primary research and the internet makes it much easier and more accessible. Secondary data are market information that has been compiled previously. 3 problems associated with secondary data, namely: the data may be outdated, the units of measure may not fit your requirements, and the credibility of the sources may be questionable.
Step 3 – collecting primary data

The collection of primary data entails observation and questioning methods. The following are important in conducting primary research: 

· The difference between observational and questioning methods
· The high value of personal observation to small business (i.e analyzing trends in the marketing environment by walking around shopping malls)

· The 3 benefits of observation – it provides useful information , it is economical and it avoids potential bias

· Surveys and experimentation are both examples of questioning methods

· There are 4 types of surveys (post, telephone, personal interview, electronic mail)

· A questionnaire which is the basic instrument for guiding the researcher and respondent through a survey.

Step 4: interpreting the data gathered

 The collected data must now be transformed into usable information in order to make sound business decisions. Specialized computer programs have been designed to summaries large quantities of data and produce descriptive statistics

Marketing strategies:

1. the unsegmented strategy – where the total market is the target market
2. the multi-segmented strategy – where a unique marketing mix is developed for each target market
3. The single-segmentation strategy – a strategy where the focus is on the most profitable target market.
Basic variables necessary to build a complementary management team:

1.  the competence needed in a management team depends on the nature of the business – eg ventures with strong marketing drive need marketers
2. a proper range of abilities is needed, including minimal skills in basic operations, marketing and fiancé, balance is critical
3. personal cooperation and compatibility are essential
4. issues that should be addressed and specified at the outset by team members include organizational structure., ownership share and compensation and the plan for growth
Key components of customer satisfaction

·  The basic elements of the product or service that the customer expects from all service renders. 
· General support services.
· A repair process for dealing with faults
· Extraordinary services or extra for the benefit of the customer
Fundamental reasons for developing a business plan:

1. To sell yourself to the business – the most important stakeholders in any enterprise are its founders. You need to convince yourself that starting the enterprise is right for you – both from a personal viewpoint and an investment viewpoint
2. To obtain bank financing – banks are now requiring entrepreneurs to include a written business plan with any request for loan funds. As a consequence ,securing a loan from a bank is more difficult than it has ever been before, and a business plan is an essential component of any campaign to convince banks that your new enterprise is not worthwhile
3. to obtain investment funds  - for many years now, the business plan has been the “admission ticket” to the venture capital or so-called capital from private investors
4. to arrange strategic alliances – joint research, marketing and other efforts between small and large enterprises have been increasingly common in recent years, and all these efforts require a business plan
5. To obtain large contracts – when small enterprise seek substantial orders or ongoing service contracts from major enterprises they must have a business plan. 
6. to attract key employees – a small, growing enterprise finds it difficult to attract key employees and to interest the best people in taking the necessary risks
7. to complete mergers and acquisitions – a sound business plan can help you to sell your enterprise to a large corporation
8. to motivate and focus your management team – as smaller enterprises grow and become more complex, a business plan plays an increasingly important roles in keeping everyone focused on the same goals
Factors that affect the scope of a business plan:
· time
· money
· management style and ability
· preferences of the management team
· complexity of the business
· competitive environment
· level of uncertainty
The business plan should at least comprise the following elements:

(1) A cover page

(2) Personal details

(3) A general description of the venture

(4) The product and/or service plan

(5) The marketing plan

(6) The management plan

(7) The operating plan

(8) The financial plan

An essential component of the business plan is the marketing plan. The marketing strategy forms the core of this component and points out how the business will achieve the set objectives. Describe what one needs to include in the marketing strategy. (4)

• The total product and/or service. How is the basic product transformed into a total product offering? (1)

• The promotional plan. How will the entrepreneur create customer awareness? (1)

• The distribution plan. How will the product reach the customer? (1)

• The pricing plan. What is the acceptable exchange value of the total product or service? (1)
Briefly explain the steps in the risk management process. (7)

Step 1: Identify risks (eg damage at plant) (1)

Step 2: Evaluate risks in terms of size and probability of loss (1)

Step 3: Select methods to manage risk through: (1)

• Risk control (risk avoidance and risk reduction) (1)

• Risk financing (risk transfer and risk retention) (1)

Step 4: Implement the decision (1)

Step 5: Evaluate and review (1)

Discuss the two core elements of an operational analysis. (7)

The following two aspects form part of the analysis:

(1) Laws of motion economy (1) - efficiency in the use of human hands, the body and tools, it includes the following two principles (1):

• Make motions as small as possible, use fingers, not hand, use arms not trunk (1)

• Make motions with both hands and arms simultaneously but in opposite directions to increase

Speed and precision (1)

(2) Methods of work measurement; including (1)

• Motion study - analysis of involved body movements (1)

• Time study - analysis of time required to perform a given task (1)

The importance of purchasing (4)

• Product quality is constrained by raw material quality. (1)

• When purchasing ensures timely delivery, profitability is boosted. (1)

• If purchasing secures the best prices, cost savings occur. (1)

• The importance of purchasing varies by type of business. (1)

Purchasing practices and profitability (4)

• The make-or-buy decision (i.e should certain components be made by the business itself, or purchased from outside suppliers as ready made components) (1).

• Outsourcing - the process of contracting certain business functions to other external businesses (1).

• Buying on the Internet saves time and costs for the small business (1).

• Sources of supply can be diversified (1).

The guidelines to establish a relationship with suppliers (2)

• Suppliers are selected on the basis of price, quality, location and service options (1)

• Building good relationships with suppliers is much the same as entering into a long-term partnership (1)

Explain the three different ways to keep record of inventory. (3)

• Physical inventory systems - count actual items on hand (1).

• Cycle counting - schedule different segments of inventory for counting at different times during the year (1)

• Perpetual inventory systems - ongoing/continuous record keeping (1)

Structure of a business plan and a briefdescription:

Components of a business plan:

 - title page – names, addresses, phone numbers, copy number…

 - table of contents – page numbers for key sections

 - executive summary – 1 to 3 page overview of total business plan

 - vision and mission statement – intended strategy an business philosophy

 - company overview – type of company, background informantion

 - product/service plan – describes product and points out any unique features

 - marketing plan – firms customers, type of competition, marketing strategy, firms competitive edge

 - management plan – key players with the experience and competence they possess

 - operating plan – type of manufacturing, operating system, facilities, raw materials, labour

 - financial plan – projections of revenues, costs and profits, sources of financing

 - appendix of supporting material

The income statement

Shows profit or loss of a business over time.

       Sales (revenue)

( - ) Cost of goods sold

  =   Gross profit


Operating activities

( - ) Operating expenses

  =   Operating income

( - )  Interest expense


Financing activities

  =   Earnings before taxes

( - ) Income tax

  =   Net income

Sources of financing

Individual investors:Personal savings – most frequently used source of equity in start-up firms , Friends and relatives – convenient, but frequently dangerous and stressful option , Other individual investors – ex. retired people with long-term business experience

Business suppliers and asset-based lenders (3 types of credit)

Accounts payable(trade credit) – based on short-term funds in the form of accounts payable – between 30-120 days , Equipment loans and leases – option to lease or loan equipment according to a medium-term framework. These loans normally include office equipment such as copy machines, computers, etc , 3 reasons to uses it in a small business: cash is freed up for other purposes, lines of credit can be applied for other purposes, old technology driven equipment is replaced  with the latest equipment.

Asset-based lending – a line of credit secured by assets such as accounts receivable or inventory. Most popular  form is factoring – entrepreneur sells his accounts receivable to another firm.

Commercial bank financing

Commercial banks are the main providers of business loans.

3 types of loans:  - lines of credit – agreement between borrower and bank for a maximum amount of credit at any one time, - term loans – money loaned for 5-10 years, corresponding to the time the investment will bring in profits, - mortgages – real estate mortgages and chattel mortgages (inventory or movable property serves as collateral)

Bankers perspective – one needs to understand the bank’s perception and approach. A bank is also a business and is concerned with its return on investment.

Commercial banks use five C’s principle in evaluating a potential customer:

 - character of the entrepreneur

 - capacity to repay the loan

 - condition of the industry/economy

 - capital invested by the entrepreneur self

 - collateral available to secure loan – cash or fixed assets

Entrepreneur also needs to:

 - foster a personal relationship with banker

 - provide accurate information

 - submit a well-prepared written presentation

 - selects a bank on the basis of its range of services available, location and lending policies

 - negotiate a loan

When negotiating a loan, need to agree on the following loan terms:

 - interest rate – negotiable variable

 - loan maturity date – depends on the need

 - repayment schedule – equal or decreasing monthly/annual payments

 - loan covenants – restrictions to ensure loan repayment:- provision of monthly statements - limitation on managers salaries- limitation on financial ratios- personal guarantee of the loan

Government/nongovernmental sponsored programmes and agencies

SA government grant loans through the following financing vehicles:

 - Khula Enterprises




- Southern African Enterprise Development Fund

 - Industrial Development Corporation

- Business Partners

Other sources of finance

Venture capital firms – groups of individuals who form limited partnerships for the purpose of raising capital from large institutional investors. Once the money has been committed by the investors, the venture capitalist screens and evaluates investment opportunities in high potential start-ups and existing firms. For the investment, the venture capitalist receives the right to own a percentage of the business. Once the investment has been made, the venture capitalist carefully monitors each of the companies.

Business plan (14)

Product/service plan:

Describes the product and/or service and points out any unique features; explains why people will buy the product. This section should offer the following descriptions:

- Products and/or services to be sold ½

- Features of the product or service providing a competitive advantage ½

- Available legal protection- patents, copyrights, trademarks ½

- Dangers of technical or style obsolescence ½

Marketing plan

Shows who the firm’s customers will be and what type of competition it will face; outlines the marketing strategy and specifies the firm’s competitive edge. This section should offer the following descriptions

- Analysis of target market and profile of target customer ½

- Methods of identifying and attracting customers ½

- selling approach ½

- Type of sales force ½

- Distribution channels ½

- Types of sales promotions and advertising ½

- Credit and pricing policies ½

Management plan

Identifies the key player’s active investors, management team, directors – citing the experience and competence they possess. This section should offer the following descriptions:

- Management team ½

- Outside investors and/or directors and their qualifications ½

- Outside resource people and their qualifications ½

- Plans for recruiting and training employees ½

Operational plan

Explains the type of manufacturing or operating system to be used; describes the facilities, labour, raw materials, and product processing requirements this section should offer the following descriptions:

- Operating or manufacturing methods ½

- operating facilities (location, space, equipment) ½

- Quality control methods ½

- Procedures to control inventory and operations ½

- Sources of supply ½

- purchasing procedures ½

Financial plan

Specifies financial needs and contemplated sources of financing; presents projections of revenues, costs and profits. This section should offer the following descriptions:

- Historical financial statements for the last three to five years or as available ½

- Pro forma financial statements for three to five years including: ½

- Income statements ½

- Balance sheet ½

- Cash flow statements and cash budgets ½

- Break-even analysis of profits and cash flows ½

- planned sources of financing ½

Key factors that the entrepreneur would have to consider in choosing a location for his

or her business. (10)

Customer accessibility

This is important for the customers of retail and service businesses, and should also be considered if the cost of shipping is high relative to the product’s value when selling to a niche market. (1)

Environmental business conditions

These would include factors such as the weather, competition, crime, legal requirements and tax structures. (1)

Resource availability

Of importance here are considerations such as proximity to raw materials (e.g. a furniture manufacturer needs to be close to a wood supplier). (1)

The suitability of the labour supply (e.g. high skilled employees in a technology-driven industry). (1)

And the availability of transport e.g. a milk farmer would require access to refrigerated carriers. (1)

The entrepreneur’s personal preferences

The entrepreneur may choose to locate his business in his home community or choose not to do so. (1)

These preferences could mean the choice of a local site or a location offering a lifestyle advantage. Some entrepreneurs might, for instance, prefer establishing a sea food restaurant close to the sea, while others may wish to exploit the need for seafood in an urban or metropolitan area. (1)

Site availability.

This is normally based on the nature of the business, either close to the customer (e.g. retail) or the supplier (e.g. supplier of intermediate goods). (1)

The cost of a site will influence an entrepreneur‘s profit margin and is therefore a fundamental factor in the location decision. (1)

Leasing an operating space is normally advisable because firstly, a large cash outlay is avoided, and secondly, avoiding substantial investment reduces risk

Financial calculations (6)

1 Current assets = Cash + Inventory+ Accounts Receivable

2 Net fixed assets = Fixed Assets –Accumulated Depreciation

3 Total assets = Fixed Assets + Current Assets

4 Current liabilities = Short-term loan + Accounts Payable

5 Long-term debt = Long-term loan + Mortgage bond

6 Total debt and equity = Long-term debt + Current Liabilities + Retained earnings

Quality management (15)

1 Focus on the customer

• Customer expectations: quality is determined by the extent to which a product or service satisfies the customer’s needs and expectations. (1)

• Customers have expectations regarding the quality of the product (durability and attractiveness) and quality of the service (speed and accuracy). (1)

• There should be a genuine concern for customer needs and satisfaction rather than using customer satisfaction as a means of increasing profits. (1)

• Customer feedback: attentive listening to customers’ opinions can provide information about their level of satisfaction. (1)

• Employees having direct contact with customers can act as the ears of the company in evaluating customer needs and quality levels. (1)

 (Any 3 points)

2 Supportive organisational cultures
• Organisational culture can be described as the values, beliefs and traditional practices followed by the organisation. (1)

• Quality should be a primary value in a business organisational culture. (1)

• Time and training are required to build a TQM programme that elicits the best efforts of everyone in the organisation in producing a superior quality product. (1)

• A business that adopts TQM principles is committed to continuous quality improvement - which is an ongoing effort to improve quality. (1)

• Continuous quality improvement may also include benchmarking, which is the process of studying the best products, services and practices of other businesses and using insights gained to improve

One’s own operations. (1) (Any 4 points)

3 Appropriate tools and techniques

Implementing a quality management programme requires developing practical procedures for training employees, inspecting products and measuring progress toward quality goals. (1)

Employee participation

• Employee performance is a critical quality variable. (1)

• Employee empowerment and employees working in teams are a means of ensuring employee involvement in the work place. Employees monitor their quality standards and take steps to continue

Work at the appropriate quality levels. OR

• Quality circles (where employees meet to discuss quality-related problems) can be used to improve employee participation in quality management in the business. (1)

The inspection process

The inspection process involves examining a part or a product to determine whether or not it is acceptable. (1)

• Inspection standards consist of design tolerances that are set for every important quality variable. Inspection standards must meet customer requirements for quality in the finished product. (1)

• In inspection, either attributes or variables can be inspected. Attribute inspection involves determining product acceptability based on whether it will work or not. (1)

• Variable inspection determines product acceptability based on a variable such as product weight. (1)

Statistical methods of quality control

• The use of statistical methods can make controlling product or service quality easier, less expensive and more effective. (1)

• Acceptance sampling involves taking a random sample of products and measuring them against predetermined standards. (1)

• There has to be a balance between avoiding excessive inspection costs and minimising the risk of accepting a bad lot or rejecting a good lot. (1)

• Statistical process control involves applying statistical techniques to control work processes. Two of the same products manufactured may not be the same. Careful measurement can pinpoint differences, and problems in the production process have to be managed. The problem could be, for example, machine wear or quality of raw materials. (1)

Employee compensation and incentive package or plan. (5)

1 Wages and salary levels: payments to employees can be based on increments of time – hourly, weekly or monthly pay. (1)

2 Financial incentives: financial incentives can be based on commission work, piece work (number of units produced) or profit share. (1½)

3 Fringe benefits: include contribution to a pension fund by the employer, vacation leave, and medical insurance/aid. (1½)

4 Employee stock (share) ownership plan: Employers provide employees with shares (ownership) in the business. (1)

QUESTION 1

Why customer relationship marketing is important to a small business. (5)

Refer to page 260 of the prescribed book.

Acquisition costs for new customers are huge.

Long-term customers spend more money than new ones.

Happy customers refer their friends and colleagues.

Order processing costs are higher for new customers.

Old customers will pay more for products.

QUESTION 2

Components of a physical distribution system (11)

Transportation

- The available modes of transportation are planes, trucks, railroads, pipelines and waterways. (1)

- The choice of transport methods depends on relative costs, transit time, reliability, capability, accessibility and traceability. (1)

- Transport intermediaries are classified according to common (transport intermediaries available for hire to the general public), contract (transport intermediaries that work with individual shippers) and private carriers (line of transport owned by shippers). (2)

Storage

- The small business can own its own warehouse or rent space in public warehouses. (1)

- When the distribution channel makes use of middlemen or wholesalers, the title of the goods is transferred and so is the responsibility of storage. (1)

Materials handling

- There has to be appropriate materials handling equipment such as fork lifts, appropriate packaging

Material and containers to ensure that materials arrive at their destination undamaged. (1)

Delivery terms

- It is important to determine which party is responsible for aspects of the distribution. (1)

- These aspects include the paying of freight costs, selecting carriers, bearing the risk of damage in transit and selecting the modes of transport. (1)

- Logistics companies provide specialised transport and distribution services. (1)

- The simplest delivery term is free on board origin freight collect. This transfers all responsibility of freight costs to the buyer. (1)

QUESTION 3

Credit management practices (6)

- Minimise the time between shipping, invoicing and sending notices on billings. (1)

- Review previous credit experiences to determine impediments to cash flows such as continued credit extensions or slow paying or delinquent customers. (1)

- Provide incentives for prompt payment by granting discounts or charging interest on delinquent accounts. (1)

- Age accounts receivable on a monthly or weekly basis to identify quickly any delinquent accounts. (1)

- Use the most effective methods of collecting overdue accounts. For example prompt phone calls to overdue clients. (1)

- Frequently check post office boxes and deposit customer payments. (1)

QUESTION 4

Four basic factors that determine how a firm is financed. (8)

A firm’s economic potential

If the rate of return of a business is envisaged as potentially high, the business is seen to create value for its investors, and will therefore become an attractive investment opportunity. (2)

Company size and maturity

Larger and older firms have access to bank credit that simply is not available to younger and smaller companies. During the start-up phase the business will have difficulty attracting finance or investment because of the high failure rate associated with small businesses during this phase. Many investors believe that the additional risk associated with start-ups is too great relative to the returns they can expect to receive. Banks demand evidence that the business will be able to repay the loan - based on what the business has done in the past rather than what it will do in the future. (2)

Types of assets

Financial institutions (e.g. banks) finance two kinds of assets, namely, tangible and intangible. Tangible assets include inventories, equipment and buildings. The cost of these assets appears on the balance sheet. Tangible assets serve as great collateral when a firm is requesting a bank loan. South African banks do not include motor vehicles as collateral in their financing evaluation. Intangible assets include assets such as goodwill, or past investments in research and development, these have little value as collateral. (2)

Owner preferences for debt or equity

The owner of the firm faces the question “Should I finance with debt or equity or some mix of the two?” The answer depends in part, on his or her personal preference. In South Africa, the entrepreneur starting a business generally does not have much of a choice between debt and equity financing. Financial institutions are normally reluctant to finance a small business without collateral. (2)

QUESTION 6

The purpose of the pro forma statement is to answer three questions: (3)

1 How profitable can the firm be expected to be, given the projected sales levels and the expected sales-expense relationships? (1)

2 How much and what type of financing (debt equity) will be used? (1)

3 Will the firm have adequate cash flow? If so, how will it be used; if not where will the additional cash come from? (1)

1. The executive summary is crucial for getting the attention of the one minute investor. It conveys a clear and concise picture of the proposed venture, and also creates enough excitement to motivate the reader to continue reading. Even though it comes at the beginning of the business plan, it provides an overview of the whole plan and should thus be written last.

2. The promotional section of the marketing plan should describe the entrepreneur’s approach to creating customer awareness of his or her products and services. It should also describe how he or she plans to motivate customers to buy his or her products or services.

3. The close corporation is a separate legal entity; this form of business reports its income and pays any taxes related to profits. The owners need only report on their personal tax returns any amounts paid to them in the form of dividends.

4. Each party in a partnership has agency power, which means that a business decision by one member binds all members of the firm, even if they were not consulted in advance or did not approve the agreement or contract.
Objectives of a business plan:

1. to identify the nature and the context of the business opportunity

2. to present the approach the entrepreneur palns to use to exploit the opportunity

3. to recognise factors that will determine whether the venture will be successful

psychological and social influence on consumer behaviour:

1. needs – needs are the starting point for all behavioues. The four categories of needs are:physiological ,social, psychological and spiritual needs. Various needs operate simultaneously.making it difficult to determine which need is being satisfied by a specific product or service.

2. perceptions -  it encompasses those individual processes that give meaning to the stimuli confronting consumers. Perceptions is two sided coin. It depends on the characteristics of both the stimulus and the perceiver. Consumers attempt to manage huge quantities of incoming stimuli through perceptual categorisation, which is a process by which things that are similar are perceived as belonging together.

3. motivations – these are goal directed forces that organise and give direction to the tension caused by unsatisfied needs. Marketers cannot create needs, but they can offer unique motivations to consumers. If an acceptable reason for purchasing a product o service is provided. It will probably be internalized by the consumer as a motivating factor

4. attitudes – an attitude is an enduring opinion, based on a combination of knowledge,feeling and behavioural tendency. An attitude may act as an obstacle or catalyst in bringing a customer to a product.

5. culture – culture refers to the behavioural patterns and values that characterize a gropup of customers in a target market. These patterns and beliefs have a tremendous impact on the purchase and use of products.

6. social class – social classes are divisions within a society that have different levels of social prestige. Social class systems have important implications for marketing. Different lifestyles correals with different levels of social prestige and certain products often become symbols of a type of lifestyle.

7. reference groups – are those smaller groups that an individual allows to influence his or her behaviour. Individuals tend to accept gropu influence because of the benefits they perceive as resulting from it. These perceived benefits give the influencers various kinds of power. E.g. reward, coercive, referent, expert and legitimate power.
8. opinion leaders – an opinion leader is a group member who plays a key communication role. Opinion leaders are knowledgeable, visible and exposed to the mass media. For exmaply department stores may use attractive students as models when showing campus fashions.

Types of outside management assistance:

· business incubator – is an organisation that offers both space and management and clerical services to new businesses

· student counseling teams – these teams of top-class and graduate students under the direction of a faculty member. They work with owners of firms in analyzing and devising solutions to their business problems. The programme provides the students with a practical view of business management and supplies small firms with answer to their problems

· retired executives – SCORE -  small business owners can obtain free management advice from a group called service copr of retired executives. Score is an organisation who serve as consultants to small business managers

ratio analysis:

· current ratio -  the measure of a firms relative liquidity ,that is the ability to meet its short term obligations/payments. If the ratio is positive, this means that the firm meets its short term payments. Alternatively if firm too liquid (recourses “lying around” and not productively invested)
· debt –equity ratio – the measure of the fraction of a firms assets that are financed by debt. The lower the debt amount the lower the loan repayments and interest expenses. This has a positive effect on the firms cash flow and profitability.
· Inventory turnover -  the number of times stock/inventory is sold over/turn over, during the year. The higher the ratio , the high the companies income
Pricing strategies:
· Penetration pricing – a firm that uses a penetration prcing strategy prices a product of service at less than its normal ,long range market price in order to gain more rapid market acceptance or to increase existing market share. This strategy can sometimes discourage new competitiors from entering a market niche of they mistakenly view the penetration price as long range price.
· Skimming pricing – a skimming price strategy sets prices for products or services at high levels for a limited period of time before reducing prices to lower, more competivitve levels. This strategy assumes that certain customers will pay a higher price because they view a product or service as a prestige item
· Follow-the-leader pricing – the strategy uses a particular competitor as a model in setting a price for a product or service. The portable reaction of competitors is a critical factor in determining whether to cut prices below a prevailing level. A small business in competition with larger firms is seldom in a position to consider itself the price leader. If competitors view small firms pricing as elatively unimportant, they may not respond to a price differential. On the other hand, some competitors may view a smaller price cutter as a direct threat and counter with reductions of their own
· Variable pricing – some businesses use variable pricing strategy to offer price concessions to certain customers,even though they may advertise a uniform price. Lower prices are offered for various reasons, including a customers knowledge and bargaining strength.
· Price lining – is strategy that establishes distinct price categories at which similar items of retail merchandise are offered for sale. The amount of inventory stocked at different quality levels would depend on the income levels and buying desires of a stores customers. A price strategy has the advantage of simplifying the selection process for the customer and reducing the necessary minimum inventory.
Sources of employee recruitment that can be uses to find suitable applicants for the jobs:
1. help wanted ads – some firms use hanging signs in the windows the traditional form of recruiting. A similar but more aggressive form of recruiting consists of advertising in the classfieds section of local newspapers. For professional and technical positions firms might advertise in professional journals
2. walk-ins – a firm may receive unsolicited applications from individuals who walk into places of business to seek employment. Walk ins are inexpensive source of personel ,particularly for hourly work’ but the quality of applicants varies. If qualified applicants cannot be hired immediately, applicants should be kept on file for future references . in the interest of good community relations all applicants should be treated courteously whether or not they are offered jobs
3. schools -  secondary schools, trade schools, colleges and universities are desirable sources of personnel for certain positions. Some secondary schools and colleges have internship programs that enable students to gain practical experience in business firms. Applicants from secondary and trade schools often have useful educational background to offer a small business. Colleges and universities can supply candidates for positions in management and in various technical and professional fields. Many colleges are excellent sources of part-time employees.
4. public employment offices – at no cost to small business ,employment offices in each province offer information about applicants who are actively seeking employment and administer the states unemployment insurance program. These office, located in all major cities are most part a useful source of clerical workers, unskilled laborers, production workers and technicians. They do not actively recruit but only counsel and assist those who come in.
5. private employment agencies -  numerous private firms offer their services as employment agencies. In some cases , employers receive these services without cost because the applicants pay a fee to the agency, however, more often, the hiring firms are responsible for the agency fee. Private employment agencies tend to specialise in the people with specific skills, such as sccountants, computer operators and managers.
6. executive search firms -  when filing key positions, small firms sometimes turn to excutive search firms, often called head hunters. To find qualified candidates. The key positions for which such firms seek applicants are those associated with high salaries.
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