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Situational Analysi

Executive Summary
KEDS Australia trading as ABC Marketing Pty Ltd (ABC),
 is located in Kent Town, South Australia, and is currently owned by SP
. The business, originally established as a partnership between TB and DP in 1965, has grown into a highly profitable business with strong affiliations and contacts in local and international industry. ABC success is evident in its friendly relations with clients and suppliers. It is known for its ‘huge range of services and products’
 and ‘exceptional after service business’.
 

All information used relating to ABC was derived from the interviews conducted and ABC’s website.
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Business Description
ABC is an independent
 Manufacturing Agent 
 founded in 1965 by sole trader DP. ABC progressed to a private company in 1999 to eliminate liability
 on current owner. With increased staff members ABC has expanded internally and gained a widespread reputation.
 One of South Australia’s largest sporting goods suppliers;
 ABC also supplies a range of corporate and promotional apparel and products.
Details relating to ABC are listed below:
	Name of Business
	KEDS Australia Pty Ltd  T/ ABC Marketing Pty Ltd (ABC)

	Location/Contact Details
	Kent Town, SA 5067

Ph: (08) **** ****
Fax: (08) **** ****
adelaide@ABCmarketing.com.au

	Ownership Structure
	Private Company – 2 shareholders

	Prime Function
	To provide Australian businesses with:

     Corporate and promotional apparel
     Promotional goods
     Sporting goods

	Sector
	Private

	Size
	Micro size – 6 employees

	Industry
	Tertiary Industry – Quinary

	Establishment
	1956 – P********** B*********** – a partnership

1999 – ABC Marketing Pty Ltd

	Organisation Structure
	Flat Management Structure

	Services
	Corporate Apparel

Promotional Apparel

Work Wear (high vis)
Promotional Products
Foot Wear

Sports Wear

Provide ‘product, price and service that is second to none’



Fig 1 – ABC Marketing Pty Ltd



Business Lifecycle
After 46 years of operation ABC is in the maturity phase of its lifecycle enabling ABC to maintain a steady customer base. After progressing from Establishment to Growth in 1978 due to a change from a sole trader to a partnership, they advanced to maturity in 1999, a year in which the ownership and ownership structure were altered again. The path ABC travels in the future is left to the discretion of SP.
The diagram below indicates important events in the life of ABC. It also depicts the year of establishment and the transitions between phases:
[image: image4.png]indows Internet Explorer

ttp/jmaps. googlecom,aulmaps7hiensafe=activetiq=1 15-+Rundle+Street, +Kent+ Tonn, +54-+S067Ebav=an.2,or.1_ge.r_pw.bin=12598bh=e23eunapid=lf1 8] (9] [

P tve search

Vv~

Fle St Vew Favortes Toos Hep

i Favorttes | o5 @ Suggested Sites @] Web Sice Gallry +

B 115 Runde Street Kok . X Biv B O 8 pages saety- Tose @-

115 Rundle Street, Kent Town, SA 5067

Search Maps

4 137 Rundle Street, kent Town South Australi, Australia
|\ Adires is approximate

, Kent Town SA 5067
T m g
b | b
)
. uw‘_" i

At this address

Your Local Classifieds. Post an
Ad for Free or Grab a Bargain
wunw dinkos. com.au

&

Dane.

Fremn, [ = =

@ Inemet - fio -

@Csa




Fig 2 – The business Lifecycle

The table below indicates general characteristics experienced by businesses in each stage:
	Establishment
	Growth
	Maturity

	· Utilise inexpensive marketing avenues
· All profit put back into ABC
· Erratic sales and cash flow – greater outflow

· High fixed costs

· Create foundation customer base

· Informal management system

· Sole-trader or partnership

· High risk
	· Gaining adequate financing
· Maintain strong cash flow
· Establish budget control

· Planning systems critical

· Competent management structure

· Delegation to managers and employees

· Develop niche market and competitive edge

· Change in ownership structure
	· Consolidation and control profits
· Extensive management structure

· Strong niche market and competitive edge

· Strong brand recognition

· Exceptional risk management

· Anticipate market changes

· Maintain competitive edge by quicker adaption than competitors

· Strong financial resources


Fig 3 – Characteristics experienced at each phase

Location
ABC’s premises consist of an office and warehouse with street frontage situated on the City Fringe. It has car parking and rear loading access. There is 189 square metres of office space and 156 square metres of warehouse.
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Fig 4 – The Location

The following table shows the advantages and disadvantages of ABC’s location:

	Advantages
	Disadvantages

	· Approximately 1.5km from CBD
· Close to required services  - screen printing/embroidery 
· Mixed use council – no big factories
· Large frontage to road
· Energy efficient design
- individual heating/cooling system per room

- no west facing windows
· Property is owned by owner
· Located in the least costly place to set up and so business in Australia
	· Limited on-sight parking for staff 
· Proximity to competitors

· Low staff satisfaction – distance from shops

· Dull, uninteresting office


Fig 5 – Advantages and Disadvantages of the location

Marketing
ABC operates on a networking basis resulting in low expenditure on marketing. All clients are the result of SP’s contacts from his cricketing career, but the customer base expands every year. ABC’s target market is large organisations, eg. mining, construction and sporting clubs, who require outfitting of their staff. The secondary market for ABC is smaller organisations and the public. 
ABC’s largest cash cow is work wear for construction purposes, receiving orders for these products every two days. Business from mining companies has decreased in the last three years moving this product from a star to a cash cow, whereas the sales from corporate apparel, once a cash cow, have significantly increased pushing the product to the star for ABC. ABC also supplies limited sporting goods however, the return on these products depend on the sporting seasons. 
The following matrix shows how the BCG matrix relates to ABC:

	Market Growth
	High
	Stars

Corporate apparel


	Question marks



	
	Low
	Cash cows

Work wear (high vis)

Promotional apparel

Sports wear


	Dogs

Footwear

Promotional products

	
	
	High
	Low

	
	
	Market Share


Fig 6 – The BCG matrix

The following table shows how ABC employs the 4 marketing P’s as a marketing strategy:

	Product
	Corporate Apparel

Promotional Apparel

Work Wear (high vis)

Promotional Products

Foot Wear

Sports Wear

	Price
	Medium - high

	Promotion
	Free samples
Sales Rep

Networking (SP – former state cricketer)

Relationship marketing

	Place
	Website - www.ABCmarketing.com.au
location - Kent Town, SA 5067


Fig 7 – The 4P’s

Recommendation

It would be wise for ABC to consider employing a coordinated marketing plan including the 7p’s
 to attract clients to the services and products offered by ABC. The following 3 p’s should be included:
People
Hire staff with contacts in the industry

Process
Use advertising as hold music


Controlled backstage –clients process orders

Physical evidence
Create business cards


Create promotional product for ABC (cap/mug)
There are no discounts offered from online sales, this causes ABC to lose its competitive edge to other businesses in the industry. ABC should consider offering a small discount to online clients to increase the impact of electronic marketing.
Competition

Unlike its competitors, ABC also supplies SA sporting teams with goods and apparel. ABC holds a competitive edge by providing free samples of the products offered.
The following table analyses ABC’s four largest competitors:
	Competitor
	Location
	Competitive edge
	Pricing
	After sales Service

	Sandy Nelson Teamwear

	133 King William Road. Hyde Park SA, 5061

P: (08)  8357 9066
	Specialise in corporate apparel
	On par
	Poor

	Snapshot Promotions

	137 Rundle Rd, Kent Town, SA

P: (08) 83628379  
	Specialise in promotional products
	Lower
	Good

	Fresh Promotions

	P: 1800 129 999
	Based online – low

 fixed costs
	Lower
	Poor

	Valarie Travis

	193 Angas Street, Adelaide, SA, 5000

P: (08) 8223 5375


	Specialise in medical work wear
	Higher
	Excellent


Fig 8 – Analysis of the Competition
ABC’s pricing falls into the medium to high category and their after sale service is on par with Snapshots Promotions.

Recommendation
For ABC to be truly competitive they should consider incorporating relationship marketing and broadening their client base to increase sales.
Suppliers
The following tables show the five main product and service providers used by ABC:
	Products

	Main

Suppliers
	Length of association
	Product

Offered
	Credit terms offered
	Technology used for Payment
	Often used

	RNR
	12 years
	Apparel
	30 days
	Bpay
	Every 3 days

	Four Season Textiles
	Eight years
	Apparel
	30 days
	cheque
	Every 7 days

	DNC
	Four years
	Apparel
	30 days
	Direct deposit
	Every 3 weeks

	Logo Line
	12 years
	Promotional products
	30 days
	Bpay
	Every 3 months

	The Range
	Eight years
	Promotional products
	30 days
	Bpay
	Every 4-5 months


Fig 9 – Products offered by Suppliers
	Service

	Main Supplier
	Length of Association
	Service

Offered
	Credit Terms Offered
	Technology used for Payment
	Often used

	Monocraft
	Over 15 years
	embroidery
	60 days
	Bpay
	Every day

	Winning Spirit
	Over 15 years
	embroidery
	60 days
	Direct deposit
	3x per week

	Muowoe
	Over seven years
	Printing on apparel
	30 days
	Direct deposit
	Once per week

	TSW
	Over 15 years
	Printing on promotional goods
	30 days
	cheque
	Every fortnight

	Image Collection
	10 years
	Printing on apparel
	30 days
	Bpay
	Every fortnight


Fig 10 – Services offered by Suppliers

Recommendation
All association with ABC’s current service suppliers are longstanding. ABC should consider widening their search for service suppliers to determine if there are other competitors in the market that offer an improved or cheaper service.
Personnel

ABC operates on a flat management system,
 the table below depicts the roles of ABC staff:

Fig 11 – Management Structure
All the staff employed by ABC are highly talented and qualified. The following table shows the relevant qualifications of staff employed by ABC: 

	Vanessa
	MYOB Course (long term)

	David
	Years of experience in the industry

	Terry
	

	Katherine
	Marketing Course (short term)

Certificate III in Business Administration

	Naomi
	Certificate II in Business Administration

	Luke
	Diploma of Marketing


Fig 12 – Qualifications of Staff
ABC voluntarily
 provides one full business day for staff training at ABC’s expense. Staff have flexible working hours, and are entitled to four weeks annual leave per year.
There are no unions associated with ABC, however, the office is friendly, management falling into the Y category of McGregor Theory X/Y
. SP is happy for anyone to approach him to discuss matters of concern.
Recommendation

There are is currently a complex situation between SP and a member of staff disputing a lack of consistent working hours. It would be wise for SP to consider taking control of the situation to ensure appropriate resolution. 
SP’s experience in the industry has assisted in the development of a large network of contacts, which are essential to the profitability of the business. SP holds the personal traits necessary for sales including emotional intelligence and experience in reading clients.

ABC has a policy that they will provide a redundancy package of four weeks pay, along with entitlement payouts for any employee. The package will increase in accordance with the number of years worked. This is a voluntary measure as ABC employs less than 15 staff therefore providing a redundancy package is not mandatory.


The following table shows the human resource cycle and how it related to ABC:

Fig 13 – Relevance of the Human Resource Cycle to ABC
Recommendation

ABC should introduce incentives and separation policies for semi-retired members of staff, as keeping several members of the staff is reducing the available profit and therefore restricting financial opportunities.
Technology
ABC uses basic technology in operation. The following table shows the hardware used by ABC:

	Computers
	Used to record and process information

	EFTPOS
	Used to process monetary transactions immediately

	Printer
	Used to create hardcopies of client information and forms

	Scanner
	Used to make a carbon copy of hardcopies

	Camera
	Used for 

	Telephone
	Used for instant communication with suppliers and clients

	Laptop
	A portable computer used to record and process information

	Bagging machine
	Used to seal small items into a package for clients


Fig 14 – The hardware used by ABC
The following table shows the software used by ABC:

	MYOB
	Accounting software used to lessen running costs of ABC


	Facebook
	Used for advertising and communication internally and externally

	Twitter
	

	Gmail
	

	Internet
	

	Adobe Acrobat
	Used to create and edit PDF files containing clients logos


	Photoshop
	Used for image manipulating and editing


	Microsoft Office Suite
	Used for general business functions


Fig 15 – The software used by ABC
Using this hardware and software eliminates some fixed costs for ABC, for example: MYOB eliminated the need for fulltime accounts staff; the social networking and the internet eliminate the need to spend time visiting clients and service providers, cutting travel costs. ABC, in the last six months, has taken up marketing via social networking sites but the full impact of this initiative is not yet visible.
Recommendation

ABC should consider updating their hardware to faster running equipment with the latest features as it would increase ABC’s efficiency.

Finance and Record Keeping

ABC is financed by SP’s capital investment and a Westpac loan. SP was reticent to finance the business via external sources but with the current renovations and employment of new staff, a loan was required to cover costs.

ABC uses EC Credit Control, a debt management preventer and recovery provider,
 to control credit and enable ABC to meet its financial obligations. ABC manages cashflow with the assistance of MYOB. Quarterly and annual financial reports are prepared to comply with the ATO and Revenue SA guidelines and for the purposes of financial analysis. Interpretation of the results using the general financial ratios assists in determining relationships, trends, strengths and weaknesses of ABC.

The following diagram shows the process ABC employs in the construction of financial reports for analysis and interpretation by both internal and external users:

Fig 16 – the process ABC employees in the construction of financial reports
Staff have limited access to private financial information, keeping ABC’s finances confidential.  
Recommendation

ABC endeavour to maintain effective working relationships with all their clients and suppliers and are therefore unconcerned if a payment is made or received late. To maintain a professional image, it would be wise for ABC to ensure they are not late in their payments and they follow up debtors in a timely manner. This may be an inconvenience on implementation but will be beneficial in the long term.
 
Business, Law, Government and Ethics
Legislation and Regulation relating to ABC:
General Business Practises

ABC is a private company and registered for business purposes with the Australian Tax Office.
ABC complies with the Competition and Consumer Act 
in fair trade and the Australian Consumer Law in honouring all consumer guarantees. 

Financial Obligations
As a company, ABC is required to submit financial information to the Australian Tax Office
 and Australian Securities and Investment Commission.

Imports

All goods imported are cleared by the Australian Customs and Border Protection Service.
 ABC uses the Industry Capability Network to ensure there are no local suppliers to whom they can support before considering importing.

Zoning

ABC is based in a business zone.
 ABC is subject to the Environmental Protection Act 1993
 and is required to take all reasonable and practical measures to minimise pollution.
 ABC complies with the Norwood, Payneham, St Peters Council’s Business and Economic Development Strategy for 2008-2013 by increasing their energy efficiency by 10%.

Occupational Health and Safety

ABC are required to follow the OHS&W Act 1986.
 They comply and have two staff members for monitoring the workplace for OHS&W issues. ABC is currently undertaking refurbishment work to rectify an OHS&W complaint of a fall on slippery steps.
Recommendation
ABC does not employ a policy outlining the correct handling of OHS&W complaints. ABC should consider employing Kurt Lewin’s theory of unfreeze, change, refreeze
 to rectify this issue. 
In the event of a regulation or legislation change, ABC endeavours to ascertain the effect of the change on the business. Implementation ideas are gleaned from communication with similar businesses. 
Privacy precautions are taken by ABC to decrease liability. It is a company policy that all staff in contact with confidential information are required to sign a confidentially agreement. All confidential information is stored in secure containers and details transferred via the internet are encrypted and a proxy is used to protect the company database. ABC employs general security when using the internet, using standard routers and firewalls. By employing these precautionary measures, ABC complies with the Privacy Act
 and the National Privacy Principles.
 

ABC holds to general ethics for good business practises and policies. ABC is firm in applying the principle that they will not purchase from sweatshops or those businesses who abuse the working power of employees. 
Recommendation
It would be wise for ABC to develop a Code of Ethics
 as the impact of ethics in decisions is reliant on individuals sense of right and wrong. By developing a code of ethics decision are regulated throughout ABC.
Globalisation

ABC imports products from overseas suppliers based in China, Bangladesh and India. ABC does not export due to its size. 
As ABC imports products, the fluctuation in the exchange rate affects the business. The following table shows this impact:

	Country
	Current Exchange Rate (at 23.9.11) for 1 Australian $
	Impact of the high Australian $
	Impact if the Australian $ were to drop

	Bangladesh
	73.44 Taka

	- purchasing bulk raw materials is cheaper

- Increased Competition
- encourage ABC to be adaptable and flexible

	- cost price increase for raw materials
- encourage ABC to become efficient


	India
	48.63 Rupees

	
	

	China
	6.26 Yauns

	
	


Fig 17 – The effect of overseas trading
The dollar has increased in value over the last six months affecting ABC.  ABC receives more goods for the same expenditure. But with an increased exchange rate comes increased competition.
 Competition has the ability to lower their prices as imports are cheaper, forcing ABC to lower their own prices to be competitive.
The business imports products to cut the cost of having a middle man. ABC only imports when purchasing products bulk, they prefer to support Australian businesses for small orders where the extra cost is negligible. This is a current change as ABC never imported in the past but the cost of goods has increased and ABC is forced to utilise the cost saving options open to them.

Recent environmental disasters have impacted ABC in a secondary manner. For example the earthquake in Japan affected the Australian suppliers of ABC, affecting ABC. A similar situation occurred as a result of the Western Australian floods. Stock had to be redirected costing time and money.
The global financial crisis has also taken a toll on ABC. Consumers are reticent to spend money, preferring to save; as a result the promotional sales have decreased for ABC as they are not an essential item. 
SWOT Analysis
The following table shows the current Strengths and Weaknesses, and the future Opportunities and Threats of ABC:
	Internal
	Strengths
	Weaknesses

	
	- SP brings his networking connections to the table.
- ABC is family owned and is therefore a casual and comfortable workplace.

- ABC is versatile and equiped to handle both large and small orders.
	- ABC is not based on a strong foundation.
- ABC employs no backup plan to fall back on in the event of a disaster.

- ABC outsources everything and are therefore self reliant.

	External
	Opportunities
	Threats

	
	- There is a large market for sporting gear
- The internet provides a basis for social networking and a web based sales function

- A buying group. ABC aligns themselves with another wholesaler to purchase the right product at the right price. 

	- Competition is migrating to be online cutting the costs of employing staff.

- The savvy modern day consumer who knows that if they take the initiative they can find what ABC provide elsewhere.


Fig 18 – The SWOT analysis
Recommendation

ABC has no business plan and therefore has no goals other than to continue to operate. ABC should consider developing a businesses plan depicting the movements of ABC over the next five years.  This plan should include extensive market research to ensure ABC adequately understands their competition and the market. The plan should be formally reviewed every six months. 
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